














EASTERN ECONOMIST 


April 2 , 1971 


TAi?GET: TOMORROW 


How IBM as a corporate citizen 

Is working: towards 

the country’s hopes and aspirations. 






India is a country with great expectations, 
marching towards a future that offers more to 
more people. 

Participating in this nation-building task is 
IBM. By making India’s first computers, it is 
accelerating the nation's economy. Making 
optimum use of scarce resources and 
releasing locked-up capital for productive 
investment. IBM computers are helping Indian 
companies win foreign markets. 


More. 

Computers are opening up new careers, 
creating new techniques and skills. IBM is 
passing on its world>wide technological 
know-how to about 400 vendors in India to 
make computer-age components. IBM 
India-made equipment is also exported to 40 
countries. 

IBM is privileged to be involved in the 
challenge of building a new tomorrow. 
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accessories. 


In 1959. a third Company. Penmr Woodroffe d 
Co. Ltd,, was formed Ih oseodatlon with 
J. H. J^cnnrr 4^,Co. (Oeerseas) ltd. ofHuB to 
manufacture leather belting and allied Ihm. 
In 1967. the parent Company aeptirtd the whole 
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THE PEOPLE HAVE SPOKEN 

V. BALASUBRAMANIAN 

It IS among the compelling disciplines of the democratic way of life that those who 
bel ieve in it should not only accept but also respect the will of the people express* 
ed through constitutional processes and procedures. Although many of os may 
have desired that the verdict of the ballot box should have been different from 
what it actually has been, we must therefore reconcile ourselves, nevertheless, to 
giving the new dispensation a fair trial according to the rules of the game of the 
system of parliammtary government. 

This obligation becomes all the more imperative when considered in the light 
of the massive vote of confidence which Mrs Gandhi has received, llie people 
have elected her to supreme power in the government as mudi for herself as for 
the promises she has made, the expectations she has aroused or the hopes she has 
held (But to them on behalf of her party. It has been promptly noted in the press or 
elsewhere that this election has essentially been a referendum on her ddm to go¬ 
vern the country with effective and almost personal authority for the next five years. 
The Demos, in its wisdom, has concluded that this claim must be conceded and has 
voted her to power again. 

In the face of this sweeping declaration of the people's wishes, it would not 
merely be pol itic but also patriotic for opposition groups in the Lok &bha and the 
larger opposition forces in the country to approach me issue of their future rela¬ 
tions with the ruling party with a high sense of responsibility as well as a certain 
feeling of humility. This would mean that, in Parliament, those who sit on tte 
opposition benches should conscientiously try to extend constructive co-operation 
with the government on all those occasions when the latter proposes or seeks to 
act in the larger interests of the country and for the good of me people. 

It is a treasured belief in democratic countries that it is the duty of the opposi¬ 
tion to oppose. This is undoubtedly a sound principle for the healthy foneboning 
of the party system. But, in the special conditions created by the latest generd elec¬ 
tion in our country, it has become desirable that this principle should not ^ prac¬ 
tised as a dogma. In other words, in the new Parliament the opposition groups 
will serve the country as well as their own interests best by pledging themselves to 
discuss proposals, policies, programmes or decisions of the ruling party on specific 
merits and respond to them in terms of their evaluation of the worm of those mea¬ 
sures. Otherwise, the proceedings in Parliament will be reduced to a crude form 
of majority rule, with sulking opposition groups ineffectually sniping at the pa^ 
in power or its leaders. Should this happen, the progress of the democratic way 
of life in our country would meet with an even more serious setback than it has 
suffered already through the drastic diminution in opposition presences as a rrault 
of this general election. There can be only one single guideline for the opposition 
groups in Parliament in the days ahead and this is to be phrased as “responsive 
co-o^ation”. 

Outside the legislature, there will be an even greater need for the political 
parties which have l^en routed in this election to rise above petty short-term con¬ 
siderations and take a long view of their own and the country’s interests. It will 
really be of great importance that they should do nothing to encourage extra- 
parliamentap' pressures or engineer or exploit extra-constitutional movements for 
creating political instability in the county or otherwise making it impossible or 
even difficult for the ruling party to function in a smooth and orderly manner and 
in the dear terms of the impressive mandate it has received from the electorate 
to pursue economic growth and social justice as twin objectives. 

This is an obli^tion which rests particularly heavily on those political par¬ 
ties in opposition which are pledged to the democratic way of life. As will be ex¬ 
plained later, there is inherent in the post-election situation a risk that the commu¬ 
nist movement in this country may be tempted or forced to give up its pretence of 
playing the parliamattaty game and return to its basic tactics of satotage, aubver- 
sion, terrorism and, in more general terms, indulgence in the politics ta violence. 
Whatever diff erences other opposition parties may have with Mrs Indira Oandtu 
Or her party or however resenuul or bitter they may be because of their cataatfophic 
failure in the Section, they should not commit the folly of thinking in terras of any 
Lind of pditioal conduct which would weaken the authority of parliamentary insti¬ 
tutions and ffiereby make it easier for the communist movement to fdlow its ffimi* 
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liar strategy of generating political 
instability ana then exploiting it for 
its own ends. If this election has 
had any good result at all, it is 
that it has plaq^ a party and its 
leadership in power on terms, which 
entitle the electorate to hold the 
leadership of that party strictly 
accountable for fulfilling its promises 
of stable government, economic 


This genekal election stands in an 
interesting and perhaps odd relation to 
its predecessor. In a relatively minor 
respect, the election of 1971 has conti¬ 
nued a process which was dramatically 
initiated by the general election of 1967. 
On that occasion, many individual poli¬ 
tical leaders who seemed indestructible 
in the public life of our country and who 
had been moVe or less continuously in 
power in government suffered defeats 
at the polls, often at the hands of com¬ 
paratively unknown or at least unfan¬ 
cied opponents. That election in fact 
spawned a race of *‘giant killers” and 
most of the redoubtable figures who were 
thus brought down by it were of the 
then undivided Congress parly and not 
a few of them were powerful bosses at 
the state level enjoying the reputation 
of king-makers. 

The general election recently con¬ 
cluded has carried a step further this 
process of the demolition of hoary per¬ 
sonalities or their political reputations. 
There have indeed been a number of 
cases where political leaders who failed 
to make the grade at this election Were 
merely repeating their failures of 1967. 
By and large then this fifth general 
election since Independence has im¬ 
proved upon the general election that 
had gone before in the matter of di¬ 
minishing the presence in the legisla¬ 
tures of an older generation of leader¬ 
ship! seeking to derive its authority or 
influence largely from the prominent 
part it had played in the freedom strug¬ 
gle of the thirties or still earlier years. 
It is true that Mr Moraiji Desai is in 
the new Lok Sabha, but he exists only 
as a token of a dwindled and disappear¬ 
ing tribe. 

A Note of Continuity 

To this extent this general election 
has struck a note of continuity with the 
one that had preceded it, but in another 
and vastly more important respect, it 
has violently reversed the process of 
change that had emerged out of the 
ballot box in 1967. The general election 
of that year had dramatically changed 
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expansion, and social welfare. The 
democratic parties and forces which 
are now tn opposition should therefore 
act both inside Parliament and outside 
in such a way that the ruling party 
is not given any excuse for not 
discharging the responsibilities which 
it has deliberately invited and for 
discharging which it has been given 
elfective authority by the electorate. 


the structure and substance of the coun¬ 
try’s politics. The monolithic presence 
of a single political party dominating 
public affairs and government both at 
central and state levels was shattered 
in 1967. Its majority in the Lok Sabha 
was greatly reduced declining from 361 
in 1962 to 281 in 1967, while in the state 
assemblies of Kerala, Madras, Orissa 
West Bengal, Bihar, Uttar Pradesh, 
Rajasthan and Punjab, it failed to secure 
absolute majorities. Again, in only 
five out of these eight states could it have 
the satisfaction of being at least the lar¬ 
gest single party. 

The corollary to these developments 
was the rise of other national or 
regional parties on the political horizon. 
For the first time since Independence, 
regional parties such as the DMK in 
Tamil Nadu, the BKD in UP and the 
Akalis in Punjab were able to capture 
l^wer in state assemblies. At the na¬ 
tional level, some all-India parties, 
notably the Swatantra Party and the 
Jana Sangh could muster a substantial 
presence in the Lok Sabha. In the state 
of Orissa, the Swatantra Party was also 
able to form a ministry. The commu¬ 
nists for their part became a forceful 
and often decisive presence in West 
Bengal besides retaining pre-eminence 
in the politics of Kerala, 

Effective Party System 

In basic political terms, the changes 
brought about by the election in 1967 
indicated that the epuntrv had at last 
started travelling in the direction of an 
effective party system of government. 
At the same time, at the centre, a lively 
multi-party system had been ushered in 
and although the second largest party 
in the Lok Sabha, the Swatantra was 
way behind the Congress in strength. 
Along with the Swatantra and the 
Jana Sangh, the communists were able 
to lend variety to the parliamentary 
scene. Reviewing this state of affairs. 
Eastern Economist^ in a post-clcction 
survey published on March 24, 1967, 
wrote as follows: 

“No single individual now domi- 
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nates the natipn*s ruling party, nor 
does this party dominate nation. 
The vital distinction between the 
state and the government of the day 
has been formally established and so 
also the distinction between govern* 
ment and the political party to which 
the government beloffgs. The citizen 
has thus been made proud of hia 
citizenship. Now the subject is also 
the sovereign, for the politician has 
been forced to come to terms with the 
people”. * 


It would now appear that we were in 
too much of a hurry to celebrate. The 
general election of 1971 has sharply 
set the clock back where the evolution 
of the party system of government is 
concerned. Once again a single party } 
dominates the nation and is itself domi¬ 
nated by a single individual. We are 
back to the days of ‘‘one leader and 
one party.” Indeed the situation in 
this respect is much worse today than 
it was when the Indian National Cong¬ 
ress, by virtue of its role in the free¬ 
dom struggle, was virtually regarded 
both at home and abroad as almost the 
only legitimate political force or autho¬ 
rity in India after Jnd^dence. By 
the same token, V»e position today is 
worse than what nt was when Jawahar- 
lal Nehru, riding on the crest of a wave 
of popularity and public acceptance, 
could think of himself as India's man 
of destiny. 

Main Opposition Trounced 

It is true that the undivided Congress 
party held a larger number of seats in 
the Lok Sabha after each one of the 
first three elections than the 'ruling^ 
Congress has secured as a result of the 
fifth general election. Now the Cong¬ 
ress has won 350 seats (with elections to 
be held later in three constituencies) in 
a House with an elective strength of 518. 
This works out to 69.5 per cent of the 
total number of seats. As against thiwS 
the relevant percentages were 74.5 in 
1952 and 1957 and 72.9 in 1962. But 
this time, the Jana Sangh and the 
Swatantra, the main opposition parties, 
which had tcmporanly succeeded in 
establishing substantial presences in the 
Lok Sabha as a result of the election in 
1962 have been trounced so thoroughly 
that the party now in power has achieved 
a dominance which is even more than 
in proportion to its presence, massive 
by any standard, in the new Lok Sabha. 

More important still, although the 
personality and mystique of Jawaharlal 
Nehru bad always played a very large 
part in the first three general elections 
whidi were virtually presided over by 
him, it has remained for Mrs In^ra 
Gandhi to fij^t the national election in 
the simple terms of a ptesonal ddtm to 


Turning^ the Clock Back 

V. BALASUBRAMANIAN 
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tlk) country #ith undisinitiad autho* 
tity^ A« n mult, the dwtonte has 
not only voted for one partiouJar party 
against almost all others but has also 
voted essentially for one perticuiar indi« 
vidual whom it has singled out from all 
other leaders in the favoured party. 
The Mrliamentary form of government 
has thus bilieo given overnight the com* 
plexion of a presidential form of go* 
vemment. 

No doubt politics at state level 
has still to feel the full impact of this 
transformation in the landscape at the 
central level. It is, however, only a 
question of time before the message goes 
down. The reverses suffered in the Lok 
Sabha election by the Akali party which 
is in power in Punjab or the group of 
Congressmen who are in power in 
Gujarat and who are opposed to Mrs 
Indira Gandhi's leadership, indicates 
that she and her party are now in a 
strong position to make a bid for the 
control of the state assemblies con¬ 
cerned when elections are held for 
them in a few months’ time or sooner. 
This is even more true of Mysore where 
the party in power, again a group of 
Congressmen opposed to Mrs Gandhi’s 
leadership, have suffered total defeat at 
the general election to the Lok Sabha. 
At the time or writing, the Veerendra 
Patil ministry has resigned as a result 
of desertions from its ranks which have 
deprived it of its majority in the 
assembly. 

The picture, however, is different in 
West Bengal where the mid-term poll 
to the state legislature held simultane¬ 
ously with the general election to the 
Lok Sabha has resulted in an effective 
confrontation between Mrs Gandhi’s 
party and the CP](M). Here neither 
side has sufficient strength to form a 
stable government of its own although 
Mrs Gandhi's party seems to be 
somewhat better placed to woo or win 
allies. Given the prestige that goes with 
Mrs Gandhi's domination of the centre, 
her party may well hope to hold more 
than its own in the thrust and parry 
ofits struggle with the CPI(Mj, which 
may be expected to take place both 
within the state legislature and outside. 


ExpIeitIttg the Advantage 

In Orissa, where again there has been 
a mid-term poll simultaneously for the 
state legislature and the Lok Sabha, 
Mrs Gandhi’s party is in a better shape 
than it is in West Bengal. Although it 
does not have a majority for forming a 
ministry, still, as the single largest party, 
It is in a position to influence events 
there decisively, It may be expected that 
it wilt exjdoit this advantage to the AiU 
so that even if it does not care 'or 
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att^pt to form a ministry ofits own in 
Orissa, it can ensure that no ministry 
functions there without its blessings. 

In Uttar Pradesh and Bihar, which 
are ruled by alliances of parties opposed 
to Mrs Gandhi, her stupendous electo¬ 
ral victory has so sharply altered the 
balance of political power to her ad¬ 
vantage that Mrs Gandhi can almost 
sit back and wait for developments 
which will enable her to capture power 
in the state assemblies concerned. 


The situation in Tamil Nadu is pecu¬ 
liarly interesting in that, due to an 
electoral understanding with the DMK, 
Mrs Gandhi has deliberately taken 
her party out of the contests for the 
iftate legislature. The normal conse¬ 
quence of this should have been the 
virtual extinction of the influence of 
Mrs Gandhi in the politics of the state. 
Actually things are likely to work out 
differently, This is because the electo¬ 
ral understanding between her party 
and the DMK has extended to the con¬ 
test for the Lok Sabha where the two 
hope to function in a mutually friendly 
way, ’the DMK having secured a block 
of votes which, while not being indis¬ 
pensable to Mrs Gandhi for dominating 
the Lok Sabha, can still be useful on 
occasions for reinforcing the authority 
of her government in the House. 

An Important P<dBt 

The important point here is that, while 
the people of Tamil Nadu have returned 
the DMK to power in the state with a 
strength in the state assembly as over¬ 
whelming as Mrs Gandhi's in the Lok 
Sabha, they have simultaneously shown 
by the support they have given to her 
candidates for the Lok Sabha their 
share in the nationwide enthusiasm for 
her party. In these circumstances, it 
may be expected that Mrs Gandhi will 
attempt, sooner or later, to explore ways 
and means of strengthening her party in 
the state politics in Tamil Nadu, if 
possible without alienating the DMK. 
Her partymen in Tamil Nadu wUl 
certainly be keen on her exerting her¬ 
self to strengthen the patty in that state. 

In Kerala, an alliance led by the CPI 
(the so-ca]|^ mini-Bront) is already in 
power with the support and co-opera¬ 
tion of Mrs Gandln’s party. 

It follows, that in national as well as 
state politics, all-India parties other 
than the one led by Mrs Gandhi have 
suffered almost tot« eclipse. As for the 
regional pvties, the DMK in Tamil 
Nadu prqyides the ttiUtary instance of 
a party. #hich has managed to main¬ 
tain its individual personality in the 
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changed political context. It has indeed 
Strengthened its position, but it must 
he noted that it has done all this as a 
declated ally of Mrs Indira Gandhi’s 
party and by pledging to support her 
and her policies in the Lok Sabha. 


It is interesting to note that the CPI 
has secured the same number of seats, 
namely 23, in the Lok Sabha in this 
election as it did in the last. Qualitative¬ 
ly, however, its performance this time 
is diluted by the fact that there has been 
no confrontation between it and Mrs 
Gandhi’s party. On the contrary, in 
Tamil Nadu, it had campaigned as a 
member of an electoral front haaded hw 
the DMK and of which Mrs Gandhi a 
party was also a member, w^ije, 
in Kerala, it is in regular alliance with 
this party, CPl would certainly 
have secured fewer successes had it 
gone it alone. 


The performance of the CPl(M), 
however, tells a different sto^. With 25 
seats in the new Lok Sabha, it has g^- 
ed the distinction of being the largest 
single group on the opposition benches 
and this in terms of a very real and di¬ 
rect confrontation with Mrs Gandhi’s 
party. In addition, the CPIIM) hts 
been able to foil the Nd of Mrs GandM’s 
party to secure control of the leglstatute 
in West Bengal and has indeed been able 
to emerge as the largest party in the 
legislature of that state. Nevertheless 
it could be said that, over the country 
as a whole, the communist movement, 
including the CPI(M) part of it, has 
failed to make significant headway in 
its effort to establish itsdf in strmigth 
in the legislatures and manipuiate them 
for its purpose. 


Nominal Presence 

As for the rest of the Left spectrum 
in our politics, the SSP and PSP have 
dimmed to the point of extinction. Thoir 
presences have been rendered nominal 
m the Lok Sabha and they do not seem 
to have any independent future left 
whether here or in any of the newly den¬ 
ted state legislatures. 


The Jana Sangh, Swatantra and the 
Congress party opposed to Mrs Indira 
Gandhi, the three of whidt formed the 
main thrust of opposition to her in ttiis 
eiection, have suffered the most in their 
hopes and plans for the future, bmii 
coflectively and individually. 'Thely 
have virtually been touted in ttwir bid 
foe positions of strength In the Lok 
Sabfia. They command among them¬ 
selves only 46 seats and even if the SSP 
tally of three is added to this number, 
the total would still fall short df the 
minimum of 52 seats which would quail- 
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fy this combination to'a^h'eve the sta¬ 
tus of a recognised opposition party in 
the ’x>lc Sabha. 

Theoretically, it is posSib|p for this 
combination of parties to acquire addi¬ 
tional strength by winning over to it 
some of the Independents who include 
members who had contested in the elec¬ 
tion with the support of one or the other 
of these parties. There is the possibility, 
however, that there may well be sofne 
defections from the group of Congress¬ 
men who opposed Mrs Gandhi’s party 
in the election or the Swatantra party 
to the ranks of the party in power. This 
apart, there is the even more basic 
question whether these three or four 
parties are m a mood or have morale 
left fo’r p?rsevenng with the front they 
had formed on the eve df the election. 
Already a debate hasarisen amongthem 
whether this alliance itself was sound 
strategy. The leaders of the Jana ,Sangh 
and the SSP have indeed started talking 
in terms of chalking out independent 
courses. It is possible that Mr Morarji 
Desai and Mr Kamaraj among the 
Congressmen opposed to Mrs Gandhi’*; 
party and Swatantra leaders like Mr 
H.M. Patel may be reluctant to give up 
thoughts of achieving co-ordination of 
some kind or the other among demo¬ 
cratic groups on the opposition benches 
in the new Lok Sabha. But unless Mr 
Vajpayee and other policy-makers in 
the Jana Sangh arc prepared to co¬ 
operate with them, nothing much can 
comi out of thoir eforts. 


As Tiir first flush of her party election 
successes came over, the Prime Minis¬ 
ter went on record to the eJtcct that she 
was not surprised. This perhaps was 
true. All the same, the sweeping tri¬ 
umph of her party at the polls did take 
the country and the world by sur¬ 
prise. For this, there were some very 
good reasons. In the first place, al¬ 
though Mrs Gandhi herself has the 
advantage of being an all-India figure 
and indeed the only all-India figure 
on the scene, there are few among her 
colleagues who are not dogged by com¬ 
munal, regional or other limitations. 
Some of her colleagues in fact are 
highly controversial p.>liticians, who 
are able to hold on to their special 
positions only through Tammany Hall 
tactics, it seemed to many of us that 
such a leadership was unlikely to ins- 

! »jje any kind of a ground-swell in its 
hvour. 

Then th^ was the undeniable fact 
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At the moment of writing, the pros¬ 
pects of a numerically suti^tial or 
otherwise effective demoontic opposi¬ 
tion being organised in the Lok Sabha 
look very remote indeed. It is signi¬ 
ficant that Rajaji, who seemS to have 
sensed this earlier than others, has 
been talking in terms of a democratic 
ipnion which could build itself throu^ 
mass political activity outside the legis¬ 
latures. He has apparently concluded 
that Parliament and state legisla¬ 
tures have ceased or may soon cease 
to be an effective forum for a democra¬ 
tic debate on government policies for 
the next few years. 


The trouble however is that, both by 
ideology and training, democratic par¬ 
ties are less able to function outside the 
legislatures than communist forces. The 
great danger to the country, therefore, 
is that, in the future immediately ahead, 
the communists, especially the CPI(M) 
Of its even more extreme aberrations may 
find the Indian polity a fertile ground for 
their strategies of infiltration and sub¬ 
version. By virtually exiling some of the 
democratic parties from the Lok Sabha, 
this election has undone the work of its 
predecessor which had initiated a 
hopeful process of growth of a demo¬ 
cratic, multi-party system in the coun¬ 
try. In this sense the nation has paid 
heavily indeed for the benefit of stabi¬ 
lity in the central government that may 
be assumed to go with Mrs Gandhi’s 
control of Parliament. 


that Mrs Gandhi’s party was in¬ 
adequately organised in the country 
at large. Even before the split in the 
Congress, that party had weakened 
considerably in organisational terms. 
’This was due to several factors. ‘The 
Congress won the first three general 
elections effortlessly. This it owed 
largely to Jawaharlal Nehru’s charisma. 
The Nehru spell in fact had become 
for his party a substitute for mass 
contact. Again, since the Congress 
had been the ruling party for year 
after year it had begun to think 
of itself as the alter ego of the 
government rather than as a volun¬ 
tary political organisation which could 
remain strong and prosper only by 
cautiously cultivating its constituents. 
In these circumstances, the leadership 
began to attach less and less importance 
to the healthy functioning and develop¬ 
ment of the party machinery. This 
had serious adverse consequences, parti¬ 
cularly in terms of the younger genera- 
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timi whirii hgd no personal owireiulsi ' 
of and riienfore no scotiinenttl loyal¬ 
ty to the CoiMreH party as the supreme 
ittstrument of the iWdom strug^ 

In those earlier years when the Con¬ 
gress party had to inspire and lead the 
freedom movement against the foreign 
rule, it had deliberately cltosen to in¬ 
volve itself deeply in the lives and 
problems of the minority or backward 
communities with a view to making 
them feel that they were as much a 
part of the nation as the majority com¬ 
munity. With the partition of the count¬ 
ry and the creation of Pakistan and India 
as separate states and also the abolition 
of untouchability by a declaration in¬ 
corporated in the Constitution, there 
came over the Congress party a feeling 
that the minorities had ceased to be 
special interests and that they might be 
expected to get into the mainstream of 
national life in the ordinary course. 
Following this, the Congress seemed 
to lose its sense of urgency or special’ 
concern for their problems and, as a 
.result, it was becoming increasingly de¬ 
tached from the lives and feelings of 
these people. 

Arrogance of Power 

Added to this, was the arrogance 
that years of power as the dominant 
political party in the nation had bred 
into the Congress organisation. It 
seemed as if the leadership of the party 
thought that it had an inalienable right 
to govern the country by virtue of its 
role in the freedom struggle. Thus tak¬ 
ing the people for granted, the Congress 
party had been consistently neglecting 
its organisational fences which were 
falling into disrepair. In contrast, other 
political parties, which were insigni¬ 
ficant in the years immediately after 
freedom, were steadily building up their 
organisations and developing their 
access to the people. 

The communist movement in the 
country stood foremost in this task 
and devoted its energies wholeheartedly 
to extending its organisational appeal 
and strength to the grassroots and 
developing a cadre of loyal and even 
fanatical workers with a sense of mis¬ 
sion. The Jana Sangh, another party 
with strong ideological motivations, 
came nearest to emulating the oom- 
munist movement in organising itself 
in terms which made it possible for 
its workers to function purposefuly 
in spreading its political ideas and 
views among the people. Two other 
all-India parties, namely the PSP 
and the Swatantra, also took active 
interest in their organisational aspects. 
The thrutts of their efforts in this direc¬ 
tion, however, were inhibited by the fact 
that each of them, in its own way, 
could appeal pnly to middle class 
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iatdteetiials whose political significance 
c^oiuly, was of a limited nature. 
The PSP no doubt ^^as.succestful to 
some extent in atending its influence 
to the trade union movement but even 
so it never achieved sufficient org|uii>' 
sational strength, partly because i^ 
could not boast of any outstanding 
leadership. As for the Swatantra, it 
never got off the ground as a people’s 
movement and although it had a fairly 
active and enthusiastic membership, 
the quality of its appeal remained essen¬ 
tially intellectual. 

The decline in the organisational 
strength of the Congress through the 
fifties and the early sixties and the 
corresponding improvement in the 
organisation and popular standing of 
parties such as the communists and 
the Jana Sangh made a dramatic im¬ 
pact on the ballot box in the fourth 
general election which was held in 1967. 
The Congress lost its position .as the 
dominant political force in the nation. 
Although it retained an effective majo¬ 
rity at the centre and in several states, 
it could no longer dictate to its political 


cqpjMmmits ip the 'maiHMff it had been 
domg for 20 yeirs tbm 4947. An 
interesting outcome of tim pcdl in.iJ967 
was the emergence into Ifie polituml 
limelijht of certain regfcnal parties 
almost ipwemight. Such a dhveiopment 
wm li^ expected evda oh/the eve of 
t^t election. The DMKrin Tamil 
Nfadti and the Akalis, in Ptthjab be¬ 
came formidable and sucrqs^fnl bidders, 
for power at the state level, 

, Thus, the election cf 1967 had re¬ 
vealed the organisational weakness of 
the Congress party even as it was before 
the Split. When the split occurred, 
it seemed that such organisational 
strength as the Congress might boast 
of would adhere to the group which had 
opposed Mrs Gandhi. In the months 
following the split, she herself was so 
fully occupied in holding her position 
in the government and holding together 
;h6t party in Parliament that she had 
little time to attend to building a party 
' organisation of her own. When the 
announcement came that there was to 
' be a general election for the Lok Sabha 
this year, there was little evidence 


that Mn Gaaffiu’s pn^ had aagrUii^ 
like an adequate oiminisntioaid'iMic^iii* 
ery to work effectively for s«toocs|i 
of her party in the polls, whereas Jf 
was generally believed—and it WM 
indeed the case-rthat 

K rties such as the CTl(M)' 1^4. .4|ia' 
na Sangh had an abididai^ of 
nisational r^utces to fall bai^ 

The feeling that Mrs Candid’S pi^y 
was organisadonafiy weak apd'the. AiS^ 
picion that this would militate against, 
her chances of achieving anjy gteat 
success for hn party in the deefion 
prompted a general view that, in opting 
for an dection to the Lok Sabha a 
year earlier than the due date, in the 
hope that she would be sble to secure, 
an absolute majority in the new Lcrik 
Sabha, Mrs Gandhi was gambling on 
her popularity with the masses. This 
view was reinforced by the fact that het 
radical postures had alienated or un^- 
mined the confidence in the govem'^ 
ment of important sections of the ^com¬ 
munity which might he exp^ted.,to pull 
together to prevent her party from 
acquiring a position of influence in 
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the Lok Sabhe. The melodramatic na¬ 
tionalisation of hiding commercial 
banks, which involv^ the central 
government riding rough-shod over 
constitutional and legal proprieties, the 
abortive attempt to abolish the privy 
purses of princes in clear violation «>r 
constitutional obligations, the continu¬ 
ous tirades by spokesmen of the govern¬ 
ment or the more exuberant members 
of the Prime Minister’s party against 
big business, big farming and the more 
affluent sections of the community 
generally, the apprehension that the 
rame Minister was apt to strike danger¬ 
ous compromises with communist 
groups, the clear evidence that she was 
‘encouraging regional parties such as 
the DMK, in the thee of their separatist 
attitudes, mainly because she needed 
their support in the Lok Sabha and the 
propaganda of her political opponents 
that the Prime Minister was unduly 
dependent on the Soviet Union in her 
internal and external policies seemed to 
have created -widespread feelings of 
anxiety and uneasiness among the pub¬ 
lic. 

Political Violence 

Then there was the state of the nation. 
In the important area of law and order, 
it was only too easy to blame the cen¬ 
tral government for failure to discharge 
its basic obligation for maintaining the 
people’s _peace especially in West 
Bengal. The prevalence of political 
violence in that state, the Naxalite 
terrorism which seemed to defy the 
law enforcement agencies of the govern¬ 
ment, the shattering of industrial peace 
by violent demonstrations and the con¬ 
sequent dislocation of production, the 
closure of factories and the flight of 
capitai from West Bengal were alt con¬ 
sidered Mack marks against the central 
government and since the Prime Minis¬ 
ter herself held the portfolio of Home, 
it was believed that the people would 
have a poor idea of her claim and capa¬ 
city to govern the country. 

On the economic front, although the 
green revolution and the selective expan¬ 
sion of industrial activity had improv¬ 
ed the materiel circumstances of speci¬ 
fic areas or oommunitiemof people in 
some parts of the country; the national 
economy as a whole showed only too 
obviously signs of imbalance between 
the slow growth of the gross national 
product on the one hand and the rise 
m the needs and expectations of a ramd- 
jy growing population on the ouer. 
The cost of living was going up aggra¬ 
vating the economic burden on fixed 
iaoome piroups, particularly the urban 
lower middle class, employment oppor¬ 
tunities were lagging behind the spread 
of education, general and technica], 

nnd it was only too clear that, in compa¬ 
rison ‘With certain other developing 
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countries, India watf not progrettsing 
as well as it should have done in terms 
of its potentialities. All this, it was 
thought, would go to the discredit of 
the party in power. 

Finally, there was the effort made 
by four of the main parties in opposition 
to come together and forge a national 
democratic front which would help to 
consolidate to their advantage much of 
the anti-Indira Gandhi party vote in the 
country. The argument here was that, 
although she had achieved an under¬ 
standing with the CPI, the other and 
the larger wing of the communist move¬ 
ment. namely the CPI(M), would help 
split the ‘radical’ votes at the expense 
of the Prime Minister's party while 
the centrist and rightist votes might be 
expected to coalesce into a formidable 
bloc against Mrs Gandhi’s party. 

It was with these and similar consi¬ 
derations at the back of their mind that 
many people thought that the Prime 
Minister’s party might not succeed 
even in securing the same number of 
seats in the new Lok Sabha as it had 
held in the dissolved House. When 
this calculation was upset dramatically 
with Mrs Gandhi not only being able 
to obtain as absolute majority in the 
Lok Sabha bu^ also a more than two- 
thirds majority, there was excited talk 
ofa miracle or a mystery. In retrospect, 
however, it is not difflcult to see why 
Mrs Gandhi triumphed so dramatically, 
while it was true that, although her 
party was lacking in organisational 
machinery, many of us failed to realise 
that this deficiency was more than 
made up by the fact that the entire 
machinery of the central government 
was at the call and command of Mrs 
Gandhi by virtue of her being Prime 
Minister at the time of election. 

Prime Minister’s Imiige 

The Prime Minister wrung the last 
drop of advantage not only out of the 
restige and patronage which were hers 
ut also out of the physical and or^- 
nisational resources of the government 
apparatus. It is not imjAied here that 
government officials went from door to 
door like party workers canvassing votes 
for the Prime Minister and her candi¬ 
dates. But her election tour of the coun¬ 
try was organised in sudt a way that 
not only was the ofBcial machinery fully 
mcploited for its suceem but an atmos¬ 
phere of governmental participation 
was created about her electioneering. 
Once the organisational deficiencies 
were thus remedied, the Prime Mi¬ 
nister’s image was well qualified to 
do the rest. 

Some cynical observers of this elec¬ 
tion have tended to condude that, the 
Indian people have not yet work^ 


themselves Aee of their htsiiMiijls hahit 
of mihd Much was to teeait} ^geveni- 
ment’ more as a gift wmeh is in the 
giving of some superior persoMms 
than as a mainly utiUtariah peoplrs 
institution. To agree with tMt^eharapMi 
terisatien of w wlfi ocr i M',, 

would ha to yfatuin a moqdl of 
frustratioe. Whit may btoleiar to im 
truth is that tiMte is a aMiaent w 
adolescence in the evolving parnapemt- 
ary system of govemmenlm oiir abun- 
try. A proper epnreelatkm of the role 
of parties ii this lonii of goveriment is 
still to dawn on our people. In thU 
interregnum, the electorate is liable to 
be swayed by individual politicians who 
happen to be talented m vrays which 
impress the masses. 

Relendess Campaigaer 

ft is here that modern means of PAss 
communication come into their ovm. 
Without any practical achievements to 
support her claims, the Prime Minister 
has been able to pn^t hersrif as the 
White Knight of RaificaUunwhowoi^ 
abolish poverty and unemployment 
from the land if only lesser people, 
with their mean ^irit and meaner 
ways, were not for ever obstructing 
her. Althouf^i she is a woman in her 
middle fifties. Mrs Gandhi, again, has 
been able to capture the imagination 
of the younger generation as the one 
political leader who could under¬ 
stand their groping for values. To the 
minority, she is their defender against 
the tyranny of the majority. To the 
poor and the dispossessed millions, she 
IS the relentless campaigner against the 
privileged few in the country. For the 
women who form possibly the better half 
of the effective electorate, she is not 
only one of them but is idso tiie only 
one among them who hat successfully 
challenged the doctrine of the superio¬ 
rity of the Male. Above all, she is not 
only all things to all people, she is 
virtually the people. This at any rate 
was the prevailing mood and belirf in 
which so many millions of voten voted 
so many of her candidates to the Lok 
Sabha. Her election jpropa^dists had 
proclaimed ’Indira Oaudm is YOu; vote 
Yourself to power.’ The skigaa eertainly 
worked. 

We have seen bow, iq the case of 
the Prime Minister, the laqk Of ade¬ 
quate party organisation was nuute up 
by the government machinsn imposbig 
itself on the election scans, tne govpm- 
mem machinery also piioved to be 
more than a match for the orjpuiaa- 
tional strength of tiie Jana Swifh Al- 
tiiou^ in &e case of tSe OraChn in 
West BengaL the goveriufieit putdiin- 
ery could only baray hm its own. If; 
may be asked what became 
factors which wme ^ffleved ,0e be 
against Mrs Indin 



$tcmkM • nxitlority to tine 

hok SWIM' Th« issiMi «f taw Ud order 
tuntad Old to tta « dootitaodted wee* 
poo. A|j>inBt tijie atcuiacnt that tte 
joveiittineat had demoAstrahly failed 
to protect the people's peace, parti¬ 
cularly in West Betifai, was the proposi¬ 
tion that this made it all the mom 
necessary that the new government at 
the centre should be a strong and stable 
one if the country was not to run the 
risK Of breaking up. In this connection; 
the disturbing record of coalition 
governments in* the states probably 
had its own effect on the psychology of 
the electorate. The prosit of no 
party being in a position to form an 
government at the centre, thereby 
necessitating uneasy coalitions of dis- 
trupted partners might have frightened 
quite a large number of the electorate. 
Mrs Gandhi’s party was the largest 
single party in the dissolved Lok Sabha. 
The conclusion might have been drawn 
more or less unconsciously that it 
therefore stood the best chance of 
achieving a majority in the new Lok 
Sabha and that it would therefore be 
both prudent and patriotic to do one’s 
part in facilitating this process. 

As for the stresses on the economic 
front, events proved that there were cer¬ 
tain specific or local factors which were 
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operating powsrfully on the side of the 
ruling puty. The green revolution 
which had put more money into the 
hands of even small and medium farm¬ 
ers in states such as Pmyab and Har¬ 
yana and in substantial areas of Uttar 
Pradesh, Maharashtra, Gujarat, Andhra 
and Ttmil Nadu, induce a friendly 
disposition towards the government 
on the part of numerically important 
sections of the farming community. 
The reputation that Mrs Gandhi’s 
government had built up that it was 
generally on the side of workers in 
labour-management disputes had won 
for her and her party useful and power¬ 
ful allies in the trade union movement. 
The sympathetic attitudes adopted by 
her government in dealing with wage 
claims of government and semi-govern¬ 
ment employees had bought tor her 
and her piuty a fund of goodwill among 
the lower middle and middle clas.s 
populations in cities and towns. The 
high-pitched publicity given to the 
nationalisation of banks as only the 
first of the many radical measures Mrs 
Gandhi and her party had committed 
themselves to for increasing employ¬ 
ment opportunities and reducing dis¬ 
parities in income and wealth had suc¬ 
cessfully propagated a widespread belief 
among the younger generation, ^parti- 
cularly the unemployed among them. 
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that there was a good chance of some¬ 
thing happening to theh* benefit in Mrs 
Gandhi's regime than in ottters. 

Whet however had helped Mrs 
Gandhi and her party achieve such 
phenomenal success more than any of 
these factors was the tailure of the 
alliance of the democratic nationalist 
parties opposing her to win credibility 
for their attempt to put up a united 
effort in this election. The so-called 
grand alliance that was trumpeted 
about was illusory from the beginning. 
The Jana Sangh was over-confident; 
this encouraged it to be intolerant or 
even contemptuous of its partners. The 
.SSP suffered doubly from the fact that 
it was distrustful of everyone of its 
allies and was in turn distrusted by them 
all. The Swatantra Party laboured under 
the disability, among others, of having 
to put up with Hamiet-like doubts and 
hesitations on the part of its leaders, 
particularly its chairman, Mr M. R. 
Masani. The single-minded purposive¬ 
ness of its mentor, Rajaji, unfortunately 
failed to communicate itself to some of 
his associates. 

It was, however the Congress party 
led by Mr S. Ntjalingappa- -as the parly 
was described for election purposes— 
which proved to be the weakest part of 
this grouping, its greatest misfortune 


HIGH TENACITY 
SUPER STRONG 

DCM 

RAYON TYRE CORD 

laacKBOiiEi 

of all 
duraUe 
tyres 


•HIWIAM RAYON9. Ke«« 













S48 


BASTBRN ECOMOMlftr 


was that its leaden miserably failed to 
impose their personalities on the dleo* 
torate as the authentic heirs of the 
Indian National Congress that was. 
On the contfhrg, the party gave the 
impression that it was holding itself 
lo^ther only with great difficulty. 

In more general terms, but for the 
hard core of the CPI(M) influence and 
loyalties in West Bengal, the Leftist 
vote tended to gravitate towards the 
Prime Minister and her party. In con¬ 
trast, the Rightist vote was bedevilled 


and dispersed by lelMoubts, with 
some part of it tending to take a Purely 
(^portunistic view that safety lay in 
siding with what seemed to be the win¬ 
ning side. There was thus neither mira¬ 
cle nor mystery in the way Mrs Gandhi 
and her party swept the polls. It was 
a development which could have been 
expected in terms of the working of 
adult franchise in the existing economic 
and social conditions of our people. 
'One man. One vote’ and the votes of 
most men (and women) went to one 
woman. 


Pluses and Minuses 
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AliHOUGH A general election is in its 
very nature more the beginning of a 
process rather than the end, it is still 
both logical and useful to strike a balan¬ 
ce sheet of its results. The foreseeable 
pluses and the predictable minuses 
have their own interesting and informa¬ 
tive story* to tell. 

The minuses in the case of this 
election are easy to set out. As had 
been discussed earlier, among its less 
agreeable consequences of this election, 
the one that is to be deplored most is 
the heavy blow it has dealt to the evolu¬ 
tion of a healthy party system in our 
democracy. A single political party has 
once again become the dominant force 
in Parliament and political affairs and, 
to make matters worse, the parties 
which opposed it have so rudely suff¬ 
ered in their hopes and expectations 
that they have been utterly demoralised. 
The political waters are swarming with 
hordes of defectors leaving foundering 
ships for the haven of the Prime Minis¬ 
ter's party. 

The organisation of Congressmen, 
who had opposed the Prime Minister 
at the time of the split, has been reduced 
•to shatnbies and its hopes of a revival 
are now entirely dependent on its 
ability to hold its tenuous ground in 
Gujarat. The PSP and the SSP 
as well as the BKD in Uttar Pradesh and 
Rajasthan are also confronted with the 
stresses of dissolution. The Swa- 
tantra Party is threatened with 
an aggravation of its chronic anaemia. 
The Jana Sangh, perhaps, may be said 
to have lived to fight another day, but 
It too will need time to recapture its 
self-confidence and^dynamism. Outside 
the hard core of the communist move¬ 
ment represented mainly by the CPI(M), 
national politics have become a 
private affair of the party of the 
Prime Minister. No wonder the elec¬ 
tion verdict is being described as a 
mandat^' for the Prime Minister or a 
natioiwl consensus favouring her per¬ 


sonal authority as much as the pro¬ 
claimed policies or programmes of her 
party. 

This dominance of a single party, 
moreover, is characterised by the supre¬ 
macy of the personality cult. It is 
being dinned into the ears of the people 
that Mrs Gandhi knows best. This is 
giving further impetus to a style of 
governrnent which has always been to 
emphasise the personal authority of the 
Prime Minister. A case in point is the 
way the Planning Commission has been 
treated. While many may agree that its 
vice^hairman. Dr Gadgil, has 
outlived his usefulness in that position 
or even Mr R, Venkataraman, Member 
for Industry, has not been conspicuously 
effective, very few would see any merit 
in Mrs Gandhi’s melodramatic gesture 
of calling for the resignation of the entire 
Commission. She could certainly have 
cased out the unwanted members with¬ 
out going in for this cheap exercise in 
conspicuous government. 

But, then, the entire apparatus of the 
administration seems to have been geared 
to the objective of creating a folklore of 
legends about a ’Prime Minister alleged 
to be both wise and strong with a wis¬ 
dom and strength beyond the reach of 
mere mortals. Mrs Gandhi herself 
has conceded that it is no longer desira¬ 
ble that the electorate should he content 
with merely thinking in terms of election 
symbols while voting and that it should 
be encouraged to vote with some aware¬ 
ness of the policies and programmes 
of the various political parlies. If not 
now, at least ^ome time later, she may 
perhaps allow herself to recognise in 
public the fact that this election has 
been won on the strength of her image 
and through the force 6f slogans. 

The slogan that has weighed most 
with the electorate was the battle-cry 
of the Prime Minister’s party, namely, 
’‘Abolish poverty”. This is no doubt 
a very legitimate exhortation in a 
country where mOny millions of men, 


women and;. ehildUHi eke out a 8alMiiaH» 
teooe living, with iraemRic^liiliaot an 
ever-f««*ent threat to thair daily bread. 
The slogan, however, has bemi poHti* 
cally exj^oited so as to overisiiliidiiy 
the profound (nobtems of eoottomio 
growth. An illusion has been enooti* 
raged among the electorate that only a 
minority of vested interests is obstruo. 
ling, b^use of its avarice and spirit 
of self-aggrandisement, a wider distri¬ 
bution of wealth and incomes in the 
community. 

9 

Although the Prime Minister had 
obviously been preparing for the general 
election of March 1971 during all the 
months since the split in the Congress- 
organisation in July 1969, not even 
once during this period has she taken the 
people into confidence and told them 
the basic truth that only through eco¬ 
nomic statesmanship on the part of the 
government and discipline and hard 
work on the part of the people, can 
the nation hope to break through the 
barrier of mass poverty. Instead she 
had led them to believe that all that is 
needed to make the country prosperous, 
and provide the common pmple with 
more and more of the good things of life 
is for the public to vest in her over¬ 
riding authority m the government of 
the country. The way the electorate has 
responded in this election indicates that 
its credulity must have exceeded even 
her expectations. On any sober reck¬ 
oning, this must create complications 
for the country in its quest for stable 
and sensible means of achieving faster 
economic growth. Given the euphoria 
created in the country by her election 
promises, the Prime Minister must 
necessarily find it difficult to face the 
people with facts and share with them 
the brutal truth that poverty cannot 
be abolished merely by nationalising 
banks, abolishing the privy purses of 
the princes or even imposing a ceil¬ 
ing on urban and other properties. 

Difficult Legacy 

In the same way, the pre-election 
assertions of the Prime Minister and 
the election propaganda of her 
party that she needed only the mandate 
of the pet^Ie to step up levels of em¬ 
ployment in the community may have 
left her government with a difficult le¬ 
gacy and be a handicap to it in framing 
and pursuing really dfective policies of 
economic growth. There i$ in fiset 
a risk that the country’s substance 
mny be wasted on what may 
be described as ‘get-rich-quick* schemes 
in the national context. Hie Finance 
Minister's speech on the occasion of the 
presentation of the interim budget in 
the Lok Sabha was an indication that 
the government was likely to plkce 
heavy reliance on the dtflpjgtk VflJue of 
bud^ry altociliom (at 
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i^oyiiieiiN>riented projects concocted 
tn the kitchens of the central or state 
ministries without much thought being 
given to what was being dumped into 
the cooking pots or what might come 
out of them eventually. 

Of even graver implication is the ex¬ 
cessive emidtasis placed on radical social¬ 
ism as a bait for the electorate. It is 
highly probable that, drugged by its 
own propaganda, the government of 
Mrs Gandhi may tend to act in a witless 
fashion and follow policies inimical to 
the country’s economic growth merely 
for the sake of holding up its i mage. The 
statement of the Minister for Foreign 
Trade in the Lok Sabha a few days 
ago that the government intended 
to take over the entire import trade and 
also extend the public sector in the ex¬ 
port trade is evidence enough of the 
likelihood of a crude policy of nationali¬ 
sation being pursued without considera¬ 
tion of administrative adequacy or eco¬ 
nomic efficiency. 

In certain areas of national economic 
management, where the government's 
prejudices arc particularly active, such 
as the functioning of large business 
houses or the inflow of foreign private 
capital, the Prime Minister and her ad¬ 
ministration must be expected to be 
guided by attitudes which may do no 
good to the country or the people. 
Similarly, the proclaimed animus of 
her party and her government against 
incomes or wealth considered excessive 
in terms of certain vague and arbitrary 
concepts may play havoc with prospects 
for higher levels of savings or invest¬ 
ment without which there can be no ade¬ 
quate economic growth. 

A Public Disaster 

Finally, on the plane of public moia- 
lity, this election must in many respects 
be considered a public disaster. That 
the relentless exploitation of govern¬ 
ment machinery and the lavish deploy¬ 
ment of patronage and money should 
have paid such rich dividends for the 
ruling party at the centre is something 
which must be as gall and wormwood 
to all genuine lovers of democracy in 
our country. Again, in Tamil Nadu, 
where the DMK has swept the polls in 
the election for the state legislature in 
as spectacular a manner as the Prime 
Minister’s party has overwhelmed the 
electorate in the poll fbr the Lok Sabha 
th^e has been this highly disquieting 
phenomenon that a record of corruption 
and political skulduggery in office 
had not presented the least difficulty to 
the party in power in capturing another 
term with even a larger measure of elec¬ 
toral support. For reasons best known 
to themselves* a large majority of voters 
la Tamil Nadu have shown that it 
attaches no importance to such things 
as the personal integrity of ministers 
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or the cleanliness of government. It is 
bad enough that even politicians are 
corruptible and are corrupted. It bodes 
no good at all to popular government 
when the Demos itself becomes sullied 
in its sense of values. 

Equally or even more unpleasant has 
been our experience in West Bengal 
where the CPI(M) managed to emerge 
as the largest part^ in the state legisla¬ 
ture in spite of its outrageous record 
of political violence and open challenge 
to law and (he Constitution even when 
it was a party m and to the govern¬ 
ment of the state following the general 
election in 1967. The voting pattern in 
West Bengal has shown that, especially 
where the rural electorate is concerned 
the communist movement remains out¬ 
rageously capable of exploiting the 
means and machinery of the parlia¬ 
mentary form of government for sub¬ 
verting and sabotaging this political 
system from both within and without. 
In these circumstances, some of us may 
be forgiven if we would see in the ballot 
box of this election only a pandora's 
box of moral and political plagues. 

II 

So much for clear minuses of the 
election balance-sheet. As for the pluses 
such as^they are, they are pluses only 
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with qualifications. For instance, it is 
no doubt true that the country has been 
able to hold a filth general election in a 
more or les.^ orderly manner and that, 
in this way, it has been reasonably 
successful m preserving the regularity 
and continuity of the parliamentary 
form of government. At the same time, 
it must be noted that this eieciion has 
been held for the avowed purpose of the 
people being persuaded to confirm and 
sanctify the personal authority of a 
single leader and the political domina¬ 
tion of a single party. Every detail of the 
arrangement of this election, whether 
It was the timing or the way the issues 
were projected or even the functioning 
of the election machinery, had been de¬ 
liberately designed throughout to deny 
the public reasonable opportunities 
for exercising their judgment in a delibe¬ 
rate manner. The strategy adopted 
was to get the electorate sold to the 
idea that the nation needed a saviour 
and that this saviour was to be found in 
a particular individual to the greater 
glory of whom the entire election exer¬ 
cise was in fact being dedicated. In 
qualitative terms, these circumstances 
very definitely detracted from the true 
democratic worth of India’s fifth general 
election. 

The election no doubt has given the 
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countrj^ a stable government at the 
centre in the sense that the ruUng i»rty 
has command of Parliament, aim is in 
a position to govern effectieely. In 
theom a stable government could be a 
valuable or even an indispensable condi¬ 
tion for the orderly and purposeful pur¬ 
suit of the economic development and 
social progress of the nation. In this 
particular case, however, we have al¬ 
ready seen that it could be doubted 
that the ruling party is able or willing 
to follow the straight and narrow path 
of sound economic progress. Its re¬ 
cord in the recent past as well as in its 
election campaign has given rise to the 
suspicion that it is liable to succumb to 
the temptations of opportunism and 
adventurism. It is by no means obvious 
that political or governmental stability 
would be an unmixed blessing when 
these qualities are embodied in the 
authori^ of a political party with such 
pretensions. While the nation may derive 
satisfaction from the fact that the results 
of this election have not been such as 
to lead to incoherence or instability 
in the central government, it must not 
be indiscriminate in its expectations of 
the good that may flow from the domi¬ 
nation of a single ^litical partjr over 
Parliament or political activity in the 
nation. In any case, as we had indicated 
earlier, the nation has had to pay a 
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heavy ^ce for political stability at die 
centre by having to forgo the orderly 
develi^nnent of an effective party 
system. 

Having asked for a mandate to fij^t 
poverty, increase em]flo 3 mient and gene¬ 
rally improve the condition of the peoi>le 
in the mass and given that mandate in 
no uncertain terms, the ruling party has 
clearly made itself accountabte to the 
people for its performance. This no 
doubt is a welcome development. But 
once again we have taken note of the 
snags. In the first place the amorphous 
terms and phrases in which the ruling 
party has made its pledges or held out 
its promises seem to allow considerable 
latitude in the matter of performance. 
It is worth noting that Mrs Gandhi and 
her colleagues have been emphasising 
the issue of the redistribution of wealth 
rather than the more difficult task of 
generation of more wealth. 

Up to a point it may not be too diffi¬ 
cult for the ruling party to continue to 
impress the public with gimmicks that 
are not relevant to the harsh demands 
of economic development but which 
may help to feed the mills of demagogy. 
The success of the bank nationalisation 
as public relations tactics may be ex¬ 
pected to encourage Mrs Gandhi's go¬ 
vernment to persevere in seeking simi- 


lady easy ways of gimeratiiig mass 
entihosiaam me apfkovai for triiiif. It 
may be tenq^ttiog to believe tlwt wVipg. 
given the mandate to the nfling 
to aboltdi poverty, the dectorate vriU 
be able to hold me government flni^ 
to it. In reality, however, pubtic 
memory is apt to be shor^ while the 
bdiaviour of the electorate in this elec¬ 
tion makes it clear eoopgh that the 
mass media could be suoce^ully used 
to make millions of friends and inmience 
opinion in a country where poverty and 
illiteracy are extensive. 

To conclude, this general election has 
confirmed that people get the govern¬ 
ment they deserve. To this extent it 
must strain our faith in the absolute 
validity of the democratic process 
Adult suffrage needs an adult electorate 
, to be respectable. Therefore, even while 
accepting the people’s verdict in its 
immediate and short-term context — as 
those who believe in donocracy must 
do — we must certainly continue to 
insist on the importance of educating 
our masters and thus improve the quality 
of the electorate and endow it 
with adult characteristics. If India is to 
have a democratic future in the long 
term, it cannot aflbrd to have too many 
ekxrti ons of the nature of its fifth general 
el<x;tion. * 
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Rs. 787 Lakhs 


llnderiyinf these figures is the forward looking 
policy of Indian Tube. The Company started exporting 
in I9S2-63 when there were hardly any incentives for 
exports, nor was there any industrywise obligation. 
The Company foresaw that abiding export markets on 
a long-term view would be the sophisticated markets 
and not the nearby developing countries which would 
achieve self-sufficiency within a few years.The Company's 
export efforts have been mainly directed to the 
sophisticated markets and the above facts show the 
measure of success. 

The breakthrough to the world’s largest and the 
most sophisticated and competitive market, the U.S.A., 
was achieved against heavy odds-high ocean freights, 
low realisation and product development to achieve 
customer acceptance. Tubes to ASTM A-120. threaded 
& coupled, from India were Introduced to this market 
in a pioneering effort by this Company. This Company's 


exports to the U.S.A. accounted for nearly 75% of 
total exports to that country from India, between 
1.4.64 and 31.3.70. 

In the year 1969-70, the Company exported 29,555 
tonnes, improving upon the 1968-69 performance by 
nearly 507u in both tonnage and in foreign exchange 
earnings. In order to achieve this all-time high for any 
tube manufacturer in India, the home market was 
supplied some 7,000 tonnes less than in the previous 
year, at a sacrifice of more remunerative home market 
prices. This is the second time that this Company has 
established new export records. In 1966-67, the ^mpany 
was adjudged not only the largest exporter of steel 
tubes but the largest exporter in the entire field of 
engineering goods. The performance in 1969-70 has 
established the Company not only as the largest steel 
tube exporter but also the largest exporter in the entire 
Commodity Group "Metal Manufactures'* 
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The Indian Tube Company Limited 

A Tata-Stcwarts and Lloyds Enterprise 
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A Sfatistlcai Profile 


Our CoNSUnmoN has ensured equal voting rights for every 
citizen who is not less than 21 years of age. No disqualifi¬ 
cations are imposed on grounds of sex, caste or religion. 
The Constitution thus puts faith in the common man of this 
country* 

Before the general election this year, four elections for the 
Lok Sabha were held in 1952. 1957, 1962 and 1967. all on the 
basis of adult suffrage. 

On each one of the four occasions, the elections were 
held simultaneously for the Lok Sabha and the Vidhan Sabhas 
(state assemblies) but in the current year's election, the state 
and central elections were delinked. Only West Bengal, 
Tamil Nadu and Orissa went to the polls for electing members 
for the slate legislatures in addition to those for the Lok 
Sabha. 

The population of this country according to the 1951 
census was estimated at 361 millions which rose to 384 
millions, in 1957, 437 million in 1962. 511 millions 1967 and 
564 millions in 1971. The number of voters rose in accor¬ 
dance with the increase in population, the total strength 
of electorate was roughly half of the total population. 
For example, in 1952 the number of voters was 173 
millions —48 per cent of the population; it rose to 
194 millions (50.5 pbr cent) in 1957,218 millions (50.0 
per cent) in 1962, 249 millions (48.7 per cent) in 1967 
and 271 millions (48.1 per cent) in 1971. Not every one 
of the persons listed in the electoral rolls cast his vote in 
all these elections. In 1952 only 106 million voters out of 
173 millions cast their votes for the Lok Sabha seats indicat¬ 
ing voter turn-out at 45.70 per cent. Turn-out improved to 
46.60 per cent in 1957, to 51.48 per cent in 1962 and to 
58.70 per cent in 1967 The number of valid votes polled 
at the current year’s election to the Lok Sabha at 145.80 
millions was almost the same as in 1967, indicating a drop in 
percentage turn-out from 58.70 to 53.47 (see Table I) 

First General Election: 1952 

The bulk oL tbc polling for the Lok Sabha took place 
during December 1951 and January 1952. At that time the 
country was divided into A, B and C states. The states of 
Assam (12), Bihar (55), Bombay (45), Madhya Pradesh (29), 
Madras (75), Orissa (20), Punjab (18), Uttar Pradesh (86) 
and West Bengal (34), were known as Part A states with total 
number of scats for the Lok Sabha at 374 (The scats for 
each state are indicated within brackets). The Part B states 


hat'iiig 96 seats in the Lok Sabha consisted of — each state's 
seats indicated in brackets Hyderabad (25). Jammu and 
Kashmir (6), Madhya Bharat (11), Mysore (11), Patiala and 
East Punjab States Union (5), Rajasthan (20), Saurashtra (6), 
and Travancorc Cochin (12). The Part C states had no more 
than 25 seats in the Lok Sabha and consisted of Ajmer (2). 
Bhopal (2), Bilaspur (1), Coorg (1), Delhi (4), Himchal Pra¬ 
desh (3), Kutch (2), Manipur (2), Tripura (2), and Vindhya 
Pradesh (6). One seat each had been allocated to Andaman 
and Nicobar Islands and Part B of tribal areas of Assam. 

Magnitude of Task 

The magnitude of the task involved in conducting this 
election may be assessed from the fact that all over the country 
132,560 polling stations had to be organised. The total 
number of polling booths was 196,084. Great difficulty, 
according to the Election Commissioner, was experienced 
in the transport of polling parties and polling materials be¬ 
cause of peculiar physical features such as snow-capped 
mountains, vast deserts, wide unfordabic rivers, dense forests 
etc. 

The Congress Party contested all the 479 seals; the Socia¬ 
list Party followed with 256 candidates. The Kisan Mazdoor 
Praja Party (KMPP) had 146 candidates. The Communist 
Party fielded no more than 49 candidates for the Lok Sabha. 

The results of this election made the Congress as the 
largest single party in the country which not only polled the 
largest number of votes but also secured the largest number 
of scats. Out of 479 seats which were contested, it won no 
less than 357. As many as seven seats were bagged by it 
without any contest. The other major parties put up a 
very poor performance. The Socialist Party was able to 
secure only 12 seats while the KMPP won only 9 .scats 
including the one secured by it without contest. The 
Communist Party secured 16 seats while the Jana Sangh 
was successful in securing three seats only. The 
independents, including small splinter groups, bagged 
as many as 85 seats including two without any contest. 
The Lok Sabha after the first general election thus con¬ 
sisted of three fourths Congressmen, followed by a large 
number of independents and those belonging to small politi¬ 
cal parties. 

Despite the fact that the Congress was able to win nearly 
three-fourths of the seats in the Lok Sabha, the popular vote 
polled in its favour was no more than 45 percent indicating 
that pn the basis of votes polled it did not enjoy the confidence 
of a majority of the voters. It is because of this that the 


Table 1 

TURN OUT IN ELECTIONS TO THE LOK SABHA 




1951*52 

1957 

1962 

1967 

1971 

1. Population (millions) 


36M 

334 37 

437 22 

511 31 

564 23 



(J95I 

(estimated) 

(1961 

(estimated) 

(ctimated) 



census) 


census) 



11, Number of voters (millions) 


173 21 

193 65 

218 22 

248 64 

272-74 



% 

(258 62>* 




III. Number of valid votes polled (millions) 


105 94 

(120 51)* 

115 17 

145 85 

t45-80 

IV. Turn-out (percentage of III to U) 


45 70 

46 60 

51 48 

58 70 

53-47 


* Doable counting in the case of double member constituencies. 
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opposition parties described 
minority of voters only. 


repre.scnlativc of a 


In some stales, the performance of the Congress was 
superb. It secured in the Lok Sabha as many as 92 per cent 
of the seats for Assam, 82 per cent f-^r Bihar, 89 per cent for 
Bombay, 93 per cent for Madhya Pradesh, 55 per cent for 
Orissa, 89 per cent i'or Punjab, 94 per cent for Uttar Pradesh, 
71 per cent for West Bengal, 56 per cent for Hyderabad, 82 
per cent for Madhya Bharat, 91 per cent for Mysore and 100 
per cent for Saurashtra, Aimer, Bhopal, Coorg, Himachal 
Pradesh and Kutch. 

As staled earlier, the rightist parties such as the Jana 
Sangh, the Ramrajya Parishad and the Hindu Mahasabha 
fared badly at the polls as collectively they were able to cap¬ 
ture no more than 10 Lok Sabha seats, Jn regard to percen¬ 
tage of votes polled for Lok Sahha seats, the Congress showed 
the best perfornuuKC in Saurashtra where it polled 66.6 
per cent of the voles cast. Kutch occupied the second posi¬ 
tion with 60.8 per cent of the total votes polled. Among 
Pari A slates, Assam topped the list with 53.2 per cent of the 
votes in favour of the Congress Party. Madras was at the 
bottom with no more than 36.4 per cent of the popular votes 
polled in favour of the Congress. 

The firsl general election, therefore, found this country 
in the control of a single parly i.c., the Congress. Under the 
Icadersliip of the late Javvahar Lai Nehru and later under the 
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late Lai Bahadur Shastri and Mrs Indira Gandhi, this party 
ruled the country for more than 17 years. 

Second General Election: 1957 

The full membership of the Lok Sabha for 1957 was 506, 
It included 12 nominated members representing Jammu and 
Kashmir (6), Andaman and Nicobar, Laccadive, Minicoy 
and Amindivi Islands, Naga hills—Tuensang area and North¬ 
east Frontier track (one each) and Anglo-Indians (2). The 
number of elective seats thus was 494. The Congress Party 
won 12 of these seats without any contest. It, however, 
contested as many as 490 seats The Praja Socialist Party 
(PSP)iielded 194 candidates while the Communist Party put 
up 109 candidates. The Jana Sangh contested 130 scats most 
of which were from Uttar Pradesh, Madhya Pradesh and 
Punjab. 

Out of the 482 contested seats, the Congress won nearly 
three-fourths at 35^^, excluding the 12uncontestcd scats. The 
second largest group in the Lok Sabha was represented by thej 
Communist Party of India (CPI) which secured 27 seats. 
The PSI* followed next with 19 scats while Jana Sangh was 
able to win only four seats. The remaining 73 seats were won 
by independents and other smaller political parties. ^ J 

As in the first general election, the Congress won three 
out ol every four scats in the Lok Sabha. The popular 
vote showed a slight improvement from 44.99 per cent in 
1952 to 47.78 per cent in 1967. Apart from independents 
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and others, the next largest percentage of votes was polled by 
the PSP at 10.41 per cent, though in terms of seats it claimed 
only 3.9 per cent. The CPI polled only 8,92 per cent of the 
valid votes and its performance in terms of seats at 5.6 per 
cent of the total was an improvement over that of the PSP. 
Even though Jana Sangh polled 5.93 per cent of the total 
votes, it was able to win less than one per cent of the total 
seats in the Lok Sabha. The second genera] election thus 
continued the ^upermacy of the Congress. Under its leader, 
the late Jawahar Lai Nehru, it was at the peak of its glory. 

The turn-out in the second general election recorded only 
a marginal improvement in terms of percentage of valid 
votes polled to the total number of voters As against the 
total number of voters at 173.21 millions in the first general 
election, the number of voters increased to 193.65 millions 
in the second general election The double constituencies 
required double counting of some votes with the result that 
the actual number of votes increased further to 258.62 
millions. The number of valid votes polled, however, was 
no more than 120.51 millions indicating turn-out at 46.60 
per cent. 

Third General Election: 1962 

An interesting feature of the election to the Lok Sabha 
in this country has been a steady increase in the number of 
contesting candidates from election to election, though the 
number of seats increased only by a small margin. For 
example, the number of contesting candidates for the parlia¬ 
mentary scats in 1957 was 1507. It increased to 1985 in the 
third general election in 1962. TTheir number increased 
further to 2,354 in 1967 and to 2,777 in 1971, giving a lie to the 
belief that the increasing cost of conducting an election 
campaign would deier many a candidate from entering the 
fray). 

In keeping with its performance in the earlier two 
elections the Congress contested the largest number of seats at 
488, followed by Jana Sangh at 196, PSP at 168, Swatantra at 
173, CPI at 137 and Socialist Party at 107. However, smaller 
parties fielded 236 candidates, while the number of indepen¬ 
dents was as high as 480. 

The state-wise distribution of voters shows that the largest 
number of them were in Uttar Pradesh followed by Bihar, 
Maharashtra and Andhra Pradesh. The percentage of 
voters to total population was the highest in Madras at 55.44 
showing that in this state the proportion of persons above 
the age of 21 years was the highest among the Indian states. 

The results of the third general election showed very little 
departure from the pattern set in the earlier two elections. Out 
of 494 parliamentary seats the Congress won 361 out of which 
three were bagged without any contest. The CPI came next 
with 29 seats while Swatantra occupied the third rank with 

18 seats. Incidentally it was the first year of entry of this 
party into the election contest. The Jana Sangh was able 
to win only 14 seats though this was a significant improve¬ 
ment upon its performance in the earlier two elections when 
it had won three and four scats respectively. The PSP lost 
some ground as it was able to secure only 12 seats as against 

19 in 1957. Another interesting feature of the election 
to the Lok Sabha was that independents and other smaller 
groups were able to capture a smaller number of seats. As 
against 85 in the first general election and 73 in the second 
general election, their number was reduced to 60 only in the 
third general election. 

As in the earlier two elections, the thumping majority 
of the Congress was based on a minority vote. It secured 
no more than 44,73 per cent of the total votes polled as 
against 47.78 per cent in 1957 and 44.99 per cent in 1952. 


The CPI which polled 9.94 per cent of the total votes secured 
only 5.9 per cent of the seats. Swatantra also secured a 
higher percentage of popular vote (7.89 per cent) than the 
percentage of seats won by it (3.7 per cent). In short the 
Congress was able to win a far higher percentage of total 
seats than the popular votes secured by it. It did so at 
the expense of other parties. 

The turn-out at the third general election recorded some 
improvement over that of the second general election. 
Whereas at the second general election to the Lok Sabha, 
46.60 per cent of the voters had cast their votes, this percen¬ 
tage improved to 51.48 in 1962. 

It may be stated here that the Swatantra Party was founded 
in 1959 with the objective of countering the socialist policies 
and programmes of the Congress. Mr C. Rajapog^achari 
the former Governor General of India took upon himself the 
leadership of this party along with such cx-Coiigressmen as 
MrN.G. Rangaand DrK.M. Munshi. Former socialists (such 
as Mr M.R. Masani) and retired civil servants (as Mr V.P. 
Mcnon and Mr LoboPrabhu)thronged to it. Mr Rajagopala- 
chari who provided provocative leadership to this party, 
thought that there was need to provide an effective and broad- 
based opposition to the Congress which at Avadi (Madras) 
had raised the slogan ofSocialistic Pattern of Society so as 
to encourage a programme of stateism. 

Fourth General Election: 1967 

After two decades of continuous rule of the CongreSsS at 
the centre, the public at large was disenchanted with it. The 
feeling prevailed in the country that it was time to give an 
opportunity to some of the opposition parties to prove if 
they could do better than the Congress. This sentiment was 
reflected in the election results. As against 361 seats out of a 
total of 494 which the Congress secured in 1962, its total was 
reduced to 283 out of 520 in the fourth general election in 
1967. The parties which gained strength were Swatantra, 
SSP, Jana Sangh and independents. 

The Swatantra Party improved its strength in the Lok 
Sabha from 18 in 1962 to 42 in 1967. The Jana Sangh more 
than doubled its seats from 14 in 1962 to 35 in 1967. The 
SSP secured as many as 23 seats in 1967. The CPI in 1962 
had secured 29 seats but the split in the party in the interim 
period reduced its popularity with the result that it was able 
to capture only 23 seats in 1967. However, CPl(M) which 
consisted of sonic of the former CPI members secured as 
many as 19 seats. It follows that both the leftist and the 
rightist parties consolidated their positions at the expense 
of the Congress while the smaller splinter groups did not gain 
much in strength. The independents more than doubled 
their seats from 20 in 1962 to 42 in 1967. 

As regards popular votes the Congress put up a poorer 
shows in 1967. It secured only 40.82 per cent of the total 
votes polled. The Jana Sangh ranked next with 9.29 per 
cent and Swatantra held the third position with S. 54 per cent. 
The popular votes secured by CPI were 4.90 per cent of the 
total votes with the score of CPI(M) at 4.4 per cent. These 
two leftist parties together held the second position with 
the total tally at 9.36 per cent. 

The Congress secured, as in the previous elections, the 
largest number of seats from Uttar Pradesh where it secured 
47 out of 85 seats. Maharashtra followed next with 37 scats 
while Bihar with 34 was a close third. Among the major 
states, its lowest score (one scat only) was from Kerala. 
Swatantra had its highest score in Gujarat where out of 24 
seals for the Lok Sabha it secured no less than 10. In Orissa 
and Rajasthan, it was able to win 8 seats each. The strong¬ 
holds of the Jana Sangh were in Uttar Pradesh and 
Madhya Pradesh. In Uttar Pradesh it succeeded 



558 


EASTERN ECONOMIST 


April 2, 1971 


in bagging 12 seats out of 85 whereas in Madhya Pradesh 
its score was 10 seals out of 37. The strongholds of the 
CPI were in West Bengal, Uttar Pradesh and Bihar from 
where it scvurcd five scats each. From Kerala it secured 
only three .scats. On the other hand CTI (M) was 
able to win nine out of 19 seats from Kerala. From 
Westiiengal, it secured only five seats while Madras contri¬ 
buted four seats to this party. PSP nad stray victories with 
the largest group from Orissa at four scats. SSP on the other 
hand tiad its largest contingents from Uttar Pradesh (8) 
and Bihar (7t. 

A noteworthy feature of the 1967 election was the emer¬ 
gence of the DMK in Madras which contested 25 scats for 
the Lok Sabha and was able to win each one ol tlicm. The 
Akali Dal in Punjab contested eight parliamentary consti¬ 
tuencies but was able to win only three seats. The Muslim 
League contested two seats, both of them in Kerala, and 
was able to secure them 

[.ok Sabha Klecfion: 1971 

fhe fifth general election for the Lok Sabha was due in 
1972 but the split in the Congress Party which came in the 
wake of the Presidential election (after the death of Dr Zakir 
Husain) culminated in the current ycars’s election nearly a 
year ahead of the scheduled date. Mr N. Sanjiva Reddy, the 
former Speaker of the Lok Sabha, was the ollicial Congress 
candidate for Pre.sidentship but the conflict between the 
Prime Minister, Mrs Indira (iandhi, and a group of Congress 
leaders led by Mr Nijalingappa — popularly known as the 
Syndicate — brought about a rift which resulted in two 
Congress Parties, one led by the l^rune Minister, Mrs Indira 
eSandhi, and Mr Jagjivan Ram | named here as Congress (R)l 
and the other led by Mr Morarji Desai, Mr K. Kamaraj and 
Mr Nijalingappa [named here as Congress (0)J. In the 
current year's election. Congress (R) aligned itself w'itli some 
of the leftist parlies and some regional parties such 
as the DMK in Tamil Nadu while Congress (O) had electo¬ 
ral alliance with Swatantra and Jana Sangh. 

The overw'helming majority won by Congress (R) in the 
current year's election in evident from Table 11 below. Be¬ 
fore the dissolution of the fourth Lok Sabha, this party had 
221 members out of a total of 418. In the current year's 
election to the Lok Sabha, it lidded 422 candidates out of 


which as many as 350 were successful indicating that four out 
of every five candidates put up by it were successful. In 
all states it improved its position except in Himachal Pradesh, 
Jammu and Kashmir, Nagaland and Tripura. Before the 
dissolution of the Lok Sabha, this party had as many as six 
members from Himachal Pradesh. The party fielded only 
three candidates in the 1971 election — the number of seats 
from this state was reduced to four after it attained state¬ 
hood - - out of which every one of them was successful. The 
election to the fourth seat from Mandi has still to be held. 
In Jammu and Kashmir, no less than six candidates were 
fielded by it out of which only four seats were won by it. 
Tliere was only one member from Nagaland. In the present 
election, the Congress led by the Prime Minister had to con¬ 
cede this to the opposition. In Tripura, out of two seats 
the Congress was able to win one only. 

} AUL) 111 


PERCKNTAtiE OI- XOI'KS POLLED BY DIFFF.REM PARTIES 
House of the People (Lok Sabhii) 


lAn-h 


Congress ^ 
SiK’ifilisl 1 

KMPP J 
Communist 
Jan:i .Sangh 
Swaiann’a 
OlhiTs, iiicIiKlmi’ 
Indepcndonis 


19S2 

105' 

1962 

1967 

1971 

45 0 

47 7S 

44 7.3 

40 82 

43‘I£ 

10 6| 

10 4K- 

6 8) ■ 

3 08^ 

1 0* 

3 H\ 



4 89=^^ 

4 ^* 

4 -r 

S 02 

9 94 

9 3()i' 

9-711 

t 1 

3 03 

6 44 

9 29 

7 4 



7 89 

8 34 

3 I 

U 2 

26 06 

24 19 

28 9{ 

33 At 

too 00 

lOf) 00 

100 (M) 

100 ri) 

100 00 


■•‘ Ihiijii Soji.ilisl P;irl> (1*SP) 
Sain\iiUla S'v rilist Par(\ (SSP) 

i(C PI 4 <^10) 
fClMdVD 4 4h. 


tC()ngivss (R) . 


tt(CPI) 4 f). 
CPKM) ^ 1 


•|(Coni 4 (tr) - 10 
folhers) :: 0 . 

Note: This laNc excludes unconlcstcd scats. 

'fhe state in which it recorded a spectacular victory was 
Uttar Pratiesh where its strength improved from 43 to 73. 
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NT MBER OF SEA IS WON BY DlhFRENl PAR I JES 
House of the People (Lok Sabhu) 


Par-tv 

1952 


1957 


1962 


1967 


1971 



Nuniher 

Pciccni' 

Niimhci 

Percenrape 

Numnei 

Pci cent- 

Nuinhei 

I'crccn- 

N uni her 

Percen 


ol’ seals 

age 

id' seals 

lat'c 

of seals 

lago 

of scats 

lage 

of seals 

lage 

Congress 

457(7) 

74 5 

3.59(12) 

74 5 

358(4) 

72 9 

283 

54 42 

350@ 

67 96@ 

St>cialj''i 

I2 

2 5 

19 

3 9-* 

12^ 

2 4*’' 

1.3* 

2-54* 

2* 

0 40^ 

KMPP 

8(1) 

1 7 





23*^ 

4-42*'' 

3** 

0 60*« 

('ommiinisi 

l(> 

3 4 

V 

5 6 

29 

5 9 

42t 

8 06£ 

481 

9 321 

.lana Sangh 


0 6 

4 

0 tS 

14 

2 9 

35 

6 73 

22 

4 27 

Swalanira 



- 


18 

3 7 

42 

8 06 

8 

1 55 

Others incliulmg Independents 

83(21 

17 3 

74 

15 2 

60 

12 2 

82 

1577 

82t 

15 90 

TtiTAl 

479(10) 

100.0 

482(12) 

100.0 

491(3) 

100.0 

.520 

100 0 

515 

100.0 


Praia Socialist Pari> (PSP). 

S:im>Likla Sociahsi Parlx (SSP) 

OMK 2.4 K.S.P. 

Cong(O) l(>. Olheiv 26 

IflcMigana Praia Saimii 10 (liic’udin.'Li lndcpclKlcnl^) 

Muslim I caguc •’ 


U:PI-?3 (4 40). 
CPHM ‘ 10(3 66). 

©Congress (R) 

JCPI- 2.4 (4 46). 
CPI(M)—25 (4'86) 
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In Maharashtra, the gain was substantial from 31 to 42. 
Mysore which was considered to be the stronghold of Cong- 
ress(0), saw an unprc^pedented change. All the seats for the 
Lok Sabha were won by Congress (R). Before dissolution 
of the fourth Lok Sabha, as many as 10 seats were held by 
Congress (O). 

Congress(O) put up a very poor ^how in this election. 
Before the dissolution of the fourth tok Sabha, it had the 
support of as many as 63 members in the House. Tn the 
election, it contested as many as 237 seats out of which only 
16 were secured, indicating a success rate of 7 per cent only. 
It was completely routed in so far as its seats from Andhra 
Pradesh, Assam, Haryana, Madhya Pradesh, Maharashtra, 
Mysore, Orissa. Punjab and West Bengal were concerned. 
From Bihar it was able to win only three seats as against 
eight held before the election. Only in Gujarat it was able 
to improve its position from 9 before the dissolution of the 
Lok Sabha to 11 in the latest election. It had three members 
of Parliament from Tamil Nadu but their number was re¬ 
duced to only one; its only success was the seat won by the 
cx-king maker Mr K. Kamaraj. From West Bengal also its 
strength was reduced from seven seats to one only even though 
it contested as many as 45 scats. 

AlliaTice Routed 

The Jana Sangh was able to retain two-thirds of its previ¬ 
ous strength. Before the dissolution of the fourth Lok 
Sabha, the Jana Sangh held 33 seals but its strength was re¬ 
duced to 22 only. It had in all fielded 152 candidates. It 
follows that only 15 per cent of its candidates were successful 
in the contest. Its stronghold continues to be in Madhya 
Pradesh where out of 37 seats it contested, 11 seats were se¬ 
cured as against 21 of Congress (R). Before the dissolution 
of the fourth Lok Sabha, the strength of the Jana Sangh mem¬ 
bers from Madhya Pradesh was nine only. In Bihar also, 
it improved its position from one member to two members. 
From Haryana, the Jana Sangh had only one member be¬ 
fore the dissolution of the fourth Lok Sabha; the 1971 elec¬ 
tion brought only one seat to its credit. It lost both the seats 
in Punjab while from Rajasthan its strength improved from 
two to four seats. In Uttar Pradesh also it lost heavily from 
11 to 4 seats. In Delhi as well as Chandigarh it was com¬ 
pletely defeated. Not a single member of this party was re¬ 
turned from these constituencies. 

The Swatantra Party also fared badly at this election as 
its strength in the Lok Sabha was reduced from 35 to 8 mem¬ 
bers only. It had contested as many as 62 seats. It was 
completely defeated in Andhra Pradesh, Maharashtra, My¬ 
sore and Tamil Nadu. Us strength was reduced from seven 
to two seats in Gujarat, from one to nil in Maharashtra, 
from four to nil in Mysore, from nine to three in Orissa and 
from five to three in Rajasthan. The collective strength of 
the alliance dropped from 131 to 46. 

The SSP was another party which ]o.st heavily in the 1971 
election. Its total strength in the Lok Sabha before the elec¬ 
tion was 17 but it was reduced to only three .scats after the 
election- It was completely routed in Maharashtra, Mysore 
Orissa. Uttar Pradesh and West Bengal; it was, however, 
successful in securing two seats in Bihar and a solitary seat 
from Madhya Pradesh. 

The CPI did not record any material change in its stre¬ 
ngth. Before the election, it commanded a total strength at 
24 which was marginally reduced to 23, In Andhra Pradesh, 
Bihar and Kerala it retained the same number of scats as it 
held before the dissolution of the fourth Lok Sabha. Its rever¬ 
sals came from Assam, Maharashtra, Uttar Pradesh and 
Manipur. In Tamil Nadu it was able to win as many as four 
scats despite the fact that before the dissolution of the 
fourth Lok Sabha it had no member hailing from that state. 

The only party, besides Congress (R), which was able to 


i improve its position was CPI(M)t wBicb Wote the dissolutiotii 
of the fourth Lok Sahha had 19 hiembers but impr^oved 
strength to 23 Its best performance was from West Bengal 
As against five members from this st8te» the CPI(M) mado 
a gain of IS seats taking its total strengfo to 20, The only 
other gains made by it were, one from Andhra Pradesh, two; 
from Kerala and two from Tripura. Eariier it had no mem^ 
ber either from Tripura or from Andhra Pradesh. In Kerala it 
received a severe setback; as against nine members of the Lok 
Sabha from this state, its strength was reduced to only two^ 

Poor Showing 

The BKD was another party which received a severe beat¬ 
ing in this election. As against a total streztgth of 10 mem¬ 
bers it was able to win only one seat (from Uttar Pradesh). 
Its leader Mr Charan Singh was also defeated. It may 
be stated here that this party contested no less than 97 
seats out of which it was able to secure only one, showing 
the poorest rate of success among the major parties in the 
country. 

The PSP had 15 members in the dissolved Lok Sabha but 
the 1971 election reduced its strength to two members only, 
one each from Maharashtra and West Bengal. It had con¬ 
tested no less than 60 seats. It was completely defeated in 
Assam, Bihar, Kerala,Maharashtra, Mysore and Orissa. 

The DMK lost only one scat. Before the dissolution of 
the fourth Lok Sabha, it commanded a total strength of 24 
members; in the 1971 election to the Lok Sabha, it contested 
23 seats and was able to win each one of them. The highest 
rate of casualties was experienced by independents and 
other splinter groups. No less than 1136 candidates had 
contested the election of the Lok Sabha either as indepen¬ 
dents or as members of small political groups; out of them 
only 50 were able to get elected, the largest group being from 
Kerala consisting of eight members, two of whom were from 
Muslim League, two from RSP, two from Kerala Congress 
and one Independent. It will be seen that the Congress (R) 
had the most spectacular gains at the expense of Congress (O), 
Jana Sangh, Swatantra, SSP, CPI, BKD, PSP, independents, 
and others. The only parties which were able to improve 
their positions were Congress (R) and CPI(M). 

Just as undivided Congress secured nearly three fourths 
of the Lok Sabha seats by polling less than half of the total 
valid votes in each one of the first three general elections, 
Congress(R) also was able to win more than two-thirds of the 
seats despite having polled only 43.1 per cent of the valid 
votes. The alliance of Congress (O), Jana Sangh and Swatan¬ 
tra polled as high as 20.9 per cent of the total valid votes but 
was able to win only nine per cent of the seats. Reckoned by 
popular vote, Mrs Indira Gandhi's government is based on 
a minority of votes. The electoral system in this country thus 
brings out an inherent weakness which allows a minority 
government to win a majority of seats. 

West Bengal: State Assembly Elections 

A notable feature of the elections held in West Bengal 
since 1962 for the assembly scats has been the erosion in the 
popularity of the Congress though the 1971 eleefian has re¬ 
versed the trend somewhat in favour of Congress (R). In 
1962, the Congress had won 156 seats in a House of 251 
thus claiming absolute majority. In 1967; the number 
of total seats in the Assembly rose to 280 but those won by 
the Congress was less than half at 127. This election saw tl)e 
emergence of CPl(M) as a potent force. This election also 
witnessed the birth of a la^e number of independents ai^ 
splinter groups. The political uncertainty in 1968 necesf- 
tated a raid-term poll which took place on February 9,196?, 
though the election had been originally planned for Novanji^ 
her 1968, floods and landslides in October caused heavy lo|s 
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of life io the north of *West Bengal and necessitated its 
postponement. 

The mid-term election in West Bengal in 1969 was con¬ 
tested by no less than 28 parties out of which 12 had formed 
a united front. This election brought to the surface new 
parties such as the Indian National Democratic Front, the 
National Party of Bengal, The Bhartiya Lok Dal and the 
Progressive Muslim League. 

There was further deterioration in the popularity of the 
Congress in 1969 when its strength in the legislature was re¬ 
duced from 127 to 55 scats only. A substantial gain was 
made by CPI(M) whose strength rose from 43 in 1967 to 80 
in 1969. Similarly, CPI improved its strength from 16 in 
1967 to 30 in 1969, though the percentage of popular vote 


polled by it increased front *<> 7.0 oidy.. 

Qtngress which only two seats in 196? gaia^ af majajr 
as 33 seats in 1969. The other splinter groi^ had 
no seat in 1967 gained as many as 36 seats in 1969^ tats 
lan^lide victory of the United Front caused gpeat surprise 
thrmighout the country. The major reasons for the rout of 
die Congress and other parties ofthe right such as S^atan* 
tra and Jana Sangh was the unity of the left wing parties and. 
the resentment at the manner in which the United Front 
government was dismissed in 1967 by the then Governor, 
Mr Dharam Vira. The unpopularity in West Bengal of Mr 
Atulya Ghosh, the Congress Party boss in the state, was also 
a factor of no mean importance. 

In the current year’s election, CPl(M) has emerged the 
largest single party with 111 seats out of 277. The Congress 
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Congress 
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127 

41 1 
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55 

41-3 

236'" 

105* 

29 82* 

Swatantra 

21 

1 

0 9 

4 

— 

0 1 

<a) 

— 

(a) 

Jana Sangh 

58 

1 

13 

50 

— 

0 9 

24 

1 

0 72 

SSP 

26 

7 

2 1 

15 

9 

18 

25 

1 

0 72 

CPi (M) 

135 

43 

18 0 

97 

80 

20 0 

237 

111 

33 83 

CPI 

62 

16 

6 5 

36 

30 

7 0 
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13 

8 60 

PSP 

26 

7 

19 

24 

5 

13 

14 

3 

0 77 
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3 

2 
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49 

33 
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5 
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42 

13 
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3 
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11 
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1,019 

280 

100 0 

1,400 
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100 00 


(a) includeil in other panics 
•Cong(R) 

Sl^C-“ Socialist Unity Centre 
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RCPI (Kumar) -3 (0 30) 
Workers Party - -2 (0 50) 
Others—7 (3 02) 
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(R) has won 105 shats while CPI has secured only 13 seats. 
All other parties failed to win two-figure seats. 

Tamil Nadu: State Assembly Elections 

Prior to the fourth ^neral election in 1967, the Congress 
was the premier political party in the state which in 1962 
(third general election) had polled the highest percentage of 
votes at 46.1 and had won the largest number of seats at 
139. The only opposition party which was able to offer 
reasonable resistance to it was Dravida Munnetra Kazha- 
gam (DMK) which had won 56 seats with popular votes at 
27.1 per cent. Swatantra, CPI, SSP etc. had only nominal 
strength in the legislature of this state. It was the fourth 
general election in 1967 which saw a dramatic change in the 
composition of the legislative assembly. The DMK emer¬ 
ged as the largest single noup with 138 seats and 40.6 per 
cent of the total votes polled. The Congress emerged as the 
second largest group with 49 seats and 41.2 per cent of the 
votes polled. Thus even though the Congress was more 
popular than the DMK in terms of votes polled, the seats 
won by it were less than half of those secured by the DMK. 
Swatantra emerged as the third largest group with 20 seats. 
CPI (M) having the fourth rank — 11 seats only. 

The split in the Congress had its impact in the current 
year’s election to Tamil Nadu legislative assembly. Here 
Congress (R) had an alliance with the DMK; consequently 
it did not field any of its candidates opposite the DMK. 
The Congress (O) under the leadership of Mr K. Karaaraj 
was the main opposition political group which fared very 
badly in the election. The DMK improved upon its strenght 
in the legislature by a very vide margin as it secured 184 
seats out of a total of 234. Congress (O) was able to win 
only 15 seats. CPI followed next with eight seats and Swatan¬ 
tra secured only six sests. In this way, the DMK became 


the ui^uestioned leader in the state legislature with feeble 
opposition from other political parties. 

Orissa : State Assembly Elections 

The Congress was the leading political party after the raid- 
term poll held for the Orissa legislative Assembly in 1961. 
Out of 140 seats for the state assembly, this premier political 
party had won as many as 82 seats. The PSP occupied the 
second rank with 10 seats, while CPI secured only four seats, 
The remaining 44 seats were shared by independents and 
others. The 1967 election to tlie state assembly saw a great 
change as a sizable percentage of the voteis changed their 
affiliation from Congress to Swatantra, a party which had 
emerged on the Indian political scene after the third general 
election. In Orissa it was able to demonstrate its strength; 
out of 140 .scats, it .secured as many as 49 seats. The Cong¬ 
ress lost heavily as its strength was reduced to only 31 seats. 
The PSP occupied the third rank with 21 seats while Jana 
Congre.ss had 17 seats to its credit. For the first time, this 
state came under the rule of the Swatantra Party. 

The split in the Congress in 1969 had its effect in this state 
also and this was demonstrated in the current year’s election 
to the state legislature. Congress (R) with 51 seats to its 
credit put up a better performance than the undivided Cong¬ 
ress in the fourth general election in 1967. Congress (O) 
was able to secure only one seat showing that it did not have 
any base in this state. Swatantra, however, put up a brave 
fight and was able to win 36 seats as against 49 in the fourth 
general election. The other major parties put up a very 
poor show and at the time of going to press, the political 
situation in the state remains uncertain. Utkal Congress is 
now a sizable political force with 32 seats at its command. 
It is, therefore, the third largest group in the state assembly 
after Congress (R) and Swatantra. 


T ABU VI 

ORISSA ASSEMBLY KESUi.TS 


Puny 


Congress 

Swatanlia 

PSP 

CPI 

CPl(M) 

SSP 

Jana Sangh 
Jana Congress 
Jharkhand 
Socialist Unity 

Independents, including others* 
Total 



Seals won 


196J** 

1%7 

1971 

82 

31 

5lt 


49 

.36 

]() 

21 

4 

4 

:) 

2 

g 


17 

I 

4 

44 

12 

37tt 

140 

140 

139(a) 


‘'Included in it'is the Ganatantra Parishad who.se score in 1V6I w.'is : scats contested 121; .seals won 37; 

• • M id-terms elect ion. 

tCongrcss (R) (at Poll postponed in one constituency. 

ttUtkal Congress- -32 • 

CongtessfOl—I 
independents-4 
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Name of State 


1 

Part States 

]. Assam . 

2. Bihar 

3. Bombay. 

4. Madhya Pradesh .. 

5. Madras 

6. Orissa 

7. Punjab. 

H. Uttar Pradcsli 

9. West Bengal 
Total for Part 'A' States 

PART ‘B’ States 

10. Hyderabad 

11. Madhya Bhurul .. 

12. Mysore 

13. PEPSU 

14. Rajasthan. 

15. Saurashtra 

16. Travancore-Cochin 
Total for Part 'B' States 

Part *C' States 

17. Ajmer 

18. Bhopal 

19. Bilaspur 

20. Coorg 

21. Delhi 

22. Himachal Pradesh 

23. Kutch . 

24. Manipur 

25. Tripura. 

26. Vindhya Pradesh 
Total for Part 'C* States 
Graiul Total for All States 

* Including electors of Naga Hills Distt. 


Appendix 


THE ELECTORATE-^VOTES POLLED 

House of the Pei^ (Lok SaUia) « 

No. of Total No. of No. of Total Total Total Percentage 
scats No. of scats contest- No. of No. of No. of of Col. 8 
electors filled ed consti- electors* votes valid to Col. 7 
(In thousand) without tuencics in contested in contested votes 
contest constitu- constitu- polled 

encies cncies (In thousand) 

(In thousand) 

2 3 4 5 6 7 ”8 9 


12 

41,42* 

— 

10 

41,42* 

55,52* 

26,47 

47-7 

55 

1,80,80 

1 

44 

1,80,80 

2,46,72 

99,92 

40-5 

45 

I,67,y0 

1 

37 

1,67,90 

2,20,11 

1,15,28 

52-4 

29 

1,10,75 

— 

23 

1,10,75 

1,56,43 

71,93 

45 0 

75 

2,69,81 

2 

61 

2,66,35 

3.53,91 

1,99,30 

56-4 

20 

77,08 

1 

15 

73,15 

1,03,40 

36,59 

35 4 

18 

67,1!) 

- 

15 

67,18 

90,23 

49.92 

55-3 

86 

3,17,70 

— 

69 

3,17,70 

4,44,53 

1,70,75 

38*4 

34 

1,24,98 

— 

26 

1,24,98 

1,87,98 

76,14 

40 5 

374 

13,57,63 

5 

300 

13,50,23 

18,58,83 

, 8,46.30 

45-5 

25 

90,35 

2 

20 

86,73 

1,08,63 

48,55 

44 7 

11 

40,91 


9 

40,91 

55,69 

19,54 

35 0 

11 

39,70 

— 

9 

39,70 

54,39 

28,24 

51 9 

5 

1 7,04 

— 

4 

17,64 

24,77 

14,75 

59-5 

20 

76,76 

— 

18 

76,76 

91,84 

35,27 

38-4 

6 

18,39 

1 

5 

15,43 

15,44 

7,63 

50 0 

12 

42,10 

— 

11 

4,210 

49.16 

34,90 

71 0 

90 

3,25,85 

3 

76 

3,19,27 

.3,99,91 

1,88,88 

47-2 

2 

3,29 

_ 

2 

3,29 

3,29 

1,79 

54*3 

■> 

4,20 

- 

2 

4,20 

4,20 

1,69 

40*3 

1 

68 

1 



No Polling Took Place 


1 

95 

— 

1 

95 

95 

64 

67 0 

4 

7.45 



7,45 

11,33 

6,56 

357-9 

3 

S,31 

— 

2 

5,31 

8,81 

2,23 

25-3 

2 

2,88 

— 

2 

2,88 

2,88 

1,20 

41-4 

2 

2,99 

-■ 

2 

2,99 

2,99 

1,53 

5M 


3,.30 

— 

2 

3,30 

3,30 

' 1.57 

47*7 

6 

17,61 

1 

4 

17,61 

23,48 

7,06 

30-0 

25 

48,66 

f 

20 

47.98 

61.23 

24,27 

39 6 

489 

17,32,14 

10 

m 

i7,17^r' 

23,19.97 

10,59,45 

45-7 


which was a part of House of the People constituenev No. 2. 
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' Nin^aiteASe4DnEiKasN7A«:B<nFVAijD¥4pim(^ 

Hanie «f Mm People <l4ili 6eUui) 


Nam<^ of State 

• 

Total Total 
No. of No. V 
con* valid 
tested votes 
seats polled 

Congress 

k 

Socialist 

Party 

KMPP 

Communist 

Party 

Jana 

Sangh 

Forward 

Bloc 

(Marxist 

Group) 

Forward 

Bloc 

(Rutkar 

Group) 

Hifidu 

Maliasabha 



(In 

th.) 

No. 

(In 

«i.) 

% 

No, 

(In 

th.) 

% 

No. 

(In 

th.) 

0/ 

fO 

No, 

(In 

th.) 

% 

No. 

(In 

th.) 

0/ 

/o 

No. 

(In 

th.) 

% 

No. 

an 

th.) 

/o 

No. 

(In 

th.) 


Part ‘A’ States 



















Assam 

12 

26,47 

12,11 

53 2 

5,07 

22*5 

2,66 

JO 

— 

— 

96 

3 6 

— 




.... 


Bihar 

54 

99,92 

45,73 

45-8 

21,26 

21*3 

3,39 

3-4 

39 

0 4 

40 

0 9 

1,33 

13 




0 4 

Bombay 

44 

115,28 

57,81 

50 2 

16,82 

14-6 

6,40 

5 6 

1,54 

1'3 

-- 

— 

70 

0 6 


.... 

-- 


Madhya Pradesh 

29 

71,93 

37,14 

51 6 

8,77 

121 

4,52 

6 2 

29 

0'4 

3,55 

4-9 


— 

34 

0 4 

22 

0 3 

Madras 

73 

199,30 

72,53 

36*4 

10,55 

5-3 

19,52 

9-8 

17,80 

8-9 

— 


3,.32 

17 

-- 


16 

01 

Orissa 

19 

36,59 

15,56 

42-5 

5.63 

15 4 

53 

1-4 

2,11 

38 

— 


— 


- 




Punjab 

]8 

49,92 

21,35 

42-8 

1,08 

2-2 

-- 

— 

2,52 

5 0 

2,80 

6 0 

— 


-- 



- 

Uttar Pradesh 

86 

170,75 

97,40 

53 0 

22,09 

13 0 

8,36 

5 0 

60 

0 4 

12,44 

7 0 

-- 


— 


3,26 

20 

West Bengal 

34 

76,14 

32,05 

421 

1,52 

2 0 

6,79 

8‘9 

7,20 

9 5 

4,52 

5 9 

3,44 

4 5 

82 

M 

3,25 

4*3 

Total for Part 
’A* States 

369 

846,30 

384,75 

45'5 

92.81 

10 9 

52,17 

6 2 

32,46 

3-8 

24,68 

2 9 

8,80 

1 

1,16 

0 14 7,08 

0 9 

Part ‘B’ States 

• 


















Hyderabad 

23 

48,55 

19,46 

40 0 

6,51 

13 4 



— 

— 

— 


- 





.... 

Madhya Bharoi 

11 

19,54 

9,92 

50‘8 

2,68 

13-7 

5 

0 2 

25 

13 

1,89 

9 7 

- 


— 


1.22 

6-3 

Mysore 

Jj 

28,24 

15,09 

53-4 

1,81 

64 

. 6,51 

23 0 

7.3 

2-5 

1.17 

4 1 

— 

-- 

— 


.... 


PEPSU 

5 

14,75 

4,92 

33 4 

0,38 

2*5 

40 

2'6 


— 

43 

2 9 

3t 

2 1 

... 


— 

— 

Rajasthan 

20 

35,27 

14,61 

41*4 

1,19 

3-4 

31 

0 9 

5 

0-2 

1,07 

3 0 

— 


— 


35 

10 

Saurashtra 

5 

7,63 

5,06 

66 6 

37 

4-7 

32 

4'6 

— 

... 



. 


.... 


99 

n-4 

Travancore- 

Cochin 

12 

34.90 

12,25 

35-1 

4,60 

13 2 






. 


— 



.... 


Total for Part 
States 

87 

188,88 

81,31 

43 0 

17,55 

9 3 

7,59 

4 

1,04 

0-5 

4.56 

2 4 

31 

0 2 

— 

— 

2,57 

J'4 

Part ‘C* States 



















Ajmer 

2 

1,79 

90 

50 





25 

14 

29 

16 2 



— 



•-mu, 

Bhopal 

2 

1.69 

97 

57 

3 

J -9 



... 


— 

— 

- 

— 

. 


35 

21 

Bilaspur 









No poolling look place 







Cooi®^ 

1 

64 

38 

59 0 




-- 


- 


- 

- 


.... 


— 

— 

Delhi 

4 

6,56 

3,24 

49 4 

— 


48 

7*2 

- 

— 

1,70 

25-9 


-- 

— 


4 

0 5 

Himachal Pradesh 3 

2,23 

1»17 

32 4 

17 

7-5 

27 

12 3 



24 

10 7 


- 

— 




Kutch 

2 

1,20 

79 

65 8 

6 

5 0 



... 



- 


- 



-- 

— 

Manipur 

2 

1,52 

36 

23.0 

39 

19 


- 

13 

8 6 


- 



- 




Tripura 

2 

1,57 

40 

25-6 

- 

— 

- 


. 96 

61 3 

10 

6 1 



— 

... 

- 


VindHya Prsidcsli 

^ 5 

7,06 

2.38 

33-7 

1.25 

17 7 

1.06 

15 0 



90 

12 7 

- 

- 

— 

— 



Total iWitprt 
' ‘C fUrto*. 

23 

24,27 

10,60 

43 7 

1.81 

7 5 

1,81 

7-5 

1,33 

5 5 

3,22 

13 3 


-- 

— 

— 

39 , 

1-6’ 

Total tar AM 
StatW, 

47!? ,J05M4 


45 0 

112^17 ; 

10 6 61,57 


.3 3 .32,46 

3 1 , 

9,n 

0 9 

1.16 

0 10 

10.03 

<09 

' i ' /' 






' <r ;s .'^'1 



, ^ 'r ^ 






(Cemd. 

on Sisy > . 
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* NUMBER AND PERCENTAGE OF VAUD VOTES POLtED PARtY-WISE (Owwr^f.) 

' House of tlie People (Lok Sablw) 


Name of State Total 

No. of 
con¬ 
test- 

Total 
No. of 
valid 
votes 
polled 

(in 

ih.) 

Ram Rajya 
Parishad 

Scheduled 

Castes 

Federation 

Revolu¬ 

tionary 

Socialist 

Party 

Revolu¬ 

tionary 

Communist 

Party 

Bolshevik 
Party of 
India 

Krishikar- 

Lok 

Party 

Othet 

Parties 

Independents 

cO 

seals 

No. 

(In 

th.) 

% 

No. 

(In 

th.) 

Of' 

At 

No. 

(In 

th.) 

% 

No. % 

(In 

th,) 

No. 

(In 

th.) 

% 

No, 

(In 

th.) 

% 

No. 

(In 

ih.) 

o/ 

/q 

No. 

(In 

th.) 

% 

Part *A* States 


















Assam 

12 

26,47 



-- 

-- 

— 

— 

- 

. 

— 

— 

— 

2.37 

8-9 

3,31 

12-1 

Bibar 

54 

99,92 

80 

0 8 

— 

— 


— 

— — 

•— 

— 

— 

— 

13,63 

9*5 

12,78 

12-8 

Bombay 

44 

115,28 

2,61 

2'3 

5,11 

4 4 

- 

- 

— — 

— 

— 

1,65 

1*4 

9.13 

7 9 

13,50 

117 

Madbya Pradesh 

29 

71,93 

3,97 

5-5 

3,16 

4'3 


— 


— 

... 


— 

1,37 

1*9 

8,58 

11-9 

Madras 

73 

119,30 

15 

01 

5,24 

2 6 

— 

— 

- 

— 

- 

9.68 

4 9 

14,20 

7-1 

46,13 

231 

Orissa 

19 

36,59 


— 

■“ 

-- 

— 

— 

— 

— 

— 

— 

— 

9,60 26 2 

3,17 

8*7 

Punjab 

‘ IH 

49,92 

1,24 

2-4 

2,39 

4 8 



..... 

— 

■- 

— 


9,25 

18 

9,30 

18-6 

Uttar Pradesh 

86 

170,75 

6,06 

4 0 

4,92 

3 0 

65 

0 4 

— 

— 

— 

— 

- 

2,34 

M 

19,56 

no 

West Bengal 

34 

76,14 

13 

0 2 



1,09 

1 4 

26 0 4 

26 

0 3 

— 

- 

72 

0 9 

14,08 

18-5 

Total for Part 

A’ States 

369 

846,30 

14,97 

1 ’8 

20.83 

2 5 

1,74 

0 2 

26 0 3 

26 

0 3 

11-33 

1 3 

62,61 

7 4 

130,41 

15-4 

Part ‘B* States 














* 




Hyderabad 

23 

48,55 


— 

3,09 

6 3 

— 


— 


— 

.... 

— 

15,60 

32 

3,89 


Madbya Bharat 

11 

19,54 

2,78 

14 2 

— 

... 

— 

... 

- 

— 

— 

— 

-- 

— 

— 

74 

3 88 

Mysore 

11 

28,24 


-- 

- 


— 

— 

— — 

—- 

— 

— 

— 

— 

— 

2,92 

10 3 

HEPSU 

5 

14,75 

— 



— 

— 

— 

— 

— 

— 

- 

... 

5,19 

351 

3,12 

21 1 

Rajasthan 

20 

35,27 

3,32 

9 4 

44 

1 3 

... 

— 

-- 



3,57 

10 3 

06 

0 2 

10,28 

29-2 

Sail rash ira 

5 

7,63 


— 



— 


-- 

- 

— 

— 

— 

30 

4 2 

58 

8-3 

Travancore- 

Cochin 

12 

34,90 

— 



- 

2,20 

6 3 

-.- 

— 

- 



3,21 

9 2 

12,65 

36-2 

Total for Part 

B' States 

87 

188,88 

6,10 

3-2 

3,53 

1 9 

2,20 

12 

— ~ 

-- 

— 

3,57 

1-9 

24,36 

12-9 

34,19 

18 2 

Part ‘C' States 


















Ajmer 


IJ9 

14 

7-8 


... 

— 

-- 

— 

... 



— 

11 

6 

11 

6 

Bhopal 

2 

1,69 


— 


— 

— 


. 


- 

... 

— 

9 

5 

25 

14 

Bilaspiii 









No polling look place 








Coorg 

1 

64 

- 

— 

— 


... 

— 

— 

— 

— 

— 

..... 

— 


26 

41 

Delhi 

4 

6,56 

4 

0 6 

23 

3 4 

- 

— 


— 

-- 

— 


— 

— 

83 

12-6 

Himachal Pradesh 

3 

2,23 


— 

19 

8 4 

— 


— 

— 


— 

— 

— 

— 

19 

8 5 

Kutch 

■> 

1,20 


— 



- 

— 

- 


— 

..... 

- 

— 

— 

35 

29 9 

Manipur 

2 

1.52 

- 

— 

-- 

- 

-- 

— 

... 

— 



•- 

60 

39 

14 

1 

Tripura 

2 

1,57 

- 

-- 

— 



— 

— — 

— 

— 

— 


— 


11 

6 9 

Vindhya Pradesh 

5 

7,06 

27 

3’7 

25 

3 5 

— 

- 

— 

-- 

— 

— 

— 

- i _ 

— 

95 

13-4 

Total for Part 

C States 

23 

24,27 

45 

18 

67 

2*7 

— 


— — 

— 

— 


— 

79 

3-3 

3,18 

131 

J'olal for All 
States 

479 

1059.44 

21,52 

2 03 

25.02 

23 

3,94 0-37 

26 0 02 

26 

0 02 

14,90 

1-4 

87,77 

8:3 

, 1673 14 8 
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In the early 60s. when the country 
etened facing acute shortage of 
copper, cable-manufacturers were 
quick 10 switch to aluminium. 
And Indal was ready to meet the 
new challenge—to help the elec* 
tricat Industry, to help agriculture 


lAcim 


...and to reduce the foreign ex* 
change burden. Since then Indal 
has steadily expanded its. smelter 
capacity to today's 70,000 tonnes 
per annum. Over fifty per cent of 
the aluminium being produced by 
Indal and other producers is used 


by the electrical industry. 

Indal has plans to further expand 
its smelter capacity to 140,000 
tonnes. This wilt go a long way 
in meeting the demand for alumU 
nium for the success of the Plans. 


INDIAM ALUMINIUM COMPANY, LIMITED 

1 MiMlMon Street, CtIcutM 16 
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NUMBER AND PERCENTAGE OF VALID VOTES POLLED PARTV-WISE 
House of the People (Lok Sabhe) 

Other 


Name of State/ Total 
Union Territory •No. of 
contes¬ 
ted 
scats 

Total 

No. of 
valid 
votes 
polled 
(In 
th.) 

Congress 

PS 

P 

Percen¬ 
tage of 
total 

Communist 

Jana Sangli 

Parties & Ind. 

Votes 

polled 

(In 

th.) 

Percen¬ 
tage of 
total 

Votes 

polled 

(In 

th.) 

Votes 

polled 

(In 

th.) 

Percen¬ 
tage of 
u»tal 

Voles 

[tolled 

(In 

ih.) 

Percen¬ 
tage of 
total 

Votes 

polled 

(In 

th.) 

Percen¬ 
tage of 
total 

Slates 













Andhra Pradesh 

39 

9,531 

4,906 

51 47 

345 

3 63 

1,145 

12-01 

4 

0-04 

3,131 

32-85 

Assam 

10 

2,293 

1,185 

51-68 

458 

20 00 

235 

10*24 

— 


415 

18 10 

Bihar 

51 

10,008 

4,450 

44-47 

2,165 

21-64 

503 

5 20 

8 

0-08 

2,8S2 

28*79 

Bombay 

66 

16,760 

8,156 

48-66 

1,457 

8-66 

1,055 

6*30 

566 

3*38 

5,526 

33 00 

Kerala 

18 

6,050 

2,103 

34-75 

438 

7-24 

2,268 

37-48 

— 

— 

1,241 

20-50 

Madhya Pradesh 35 

7,614 

3.967 

52 10 

1,226 

16 10 

31 

0'41 

1.063 

13-96 

3,327 

17-43 

Madras 

40 

10.951 

5,095 

46-52 

400 

3-65 

1,101 

10-06 


— 

4,355 

39-77 

Mysore 

24 

5,798 

3,219 

55 52 

1,083 

18-67 

85 

1-47 

144 

2-48 

1,268 

21*86 

Orissa 

20 

4,440 

1,777 

40 01 

684 

15-40 

215 

4-84 

— 

,— 

1,765 

39*74 

Punjab 

22 

7,184 

3.682 

51-25 

41 

0-57 

1,208 

16 81 

1,153 

16-04 

1,100 

15 30 

Rajasthan 

22 

4.649 

2,494 

53-60 

59 

1-30 

223 

4 80 

518 

11-10 

1,354 

29 20 

Uttar Pradesh 

86 

22,896 

10,600 

46-29 

3,511 

15-34 

384 

1-67 

3,385 

14'79 

5,017 

21-91 

West Bengal 

36 

10,440 

5,032 

48 20 

59J 

5 66 

1,985 

19 01 

149 

1-43 

2.683 

25-70 

Union Territories 













Delhi 

5 

811 

441 

54-32 

29 

3-53 

38 

4-71 

160 

19-72 

144 

37*72 

Himachal Piadcsh 4 

363 

172 

47*30 

43 

11-80 

to 

2-80 

— 

— 

138 

38*10 

Manipur 

2 

174 

49 

27*96 

13 

7-29 

19 

11-08 

— 

— 

93 

53*65 

Tripura 

.2 

550 

253 

46-01 

— 

— 

248 

45 31 

— 


49 

8 84 

Total 

482 

120,514 

” 57,580 

57-78 

12,543 

10 41 

10,754 

8-92 

7.150 

5 93 

32,488 

26-96 


Second General Election* 1957 

SEATS AND CONSTITUENCIES 
House of the People (Lok Sabha) 


Nature of Consiiluencies 

No. reserved for ---- 

Name of State/ lotal - Total Single-Member I’wo-Membcr 

Union Territory number Scheduled Scheduled number —--- --- 

of seats Castes Tribes ofconsti- Total Un- Rcserv- Reserv- Total Un- Rcserv-j Rcserv- 

lucncies No. reserved edfor cdfor No. reserved edfor ^ cdfor 

Scheduled Scheduled Scheduled] Scheduled 

Caste.s Tribes Castes ^ Tribes 


States 


Andhra Pradesh 

43 

6 

2 

35 

27 

27 

~ 

8 

- 

6 


Assam 

12 

1 

2'“ 

10 

8 

7 

1 

2 

- 

1 

I 

Bihar 

53 

7 

5 

45 

37 

33 

4 

8 

-- 

7 

1 

Bombay 

66 

7 

5 

58 

50 

46 

4 

8 

- 

7 

1 

Kerala 

18 

2 


16 

14 

14 


2 

- 

— 

— 

Madhya Pradesh 36 

5 

7 

27 

18 

15 

3 

9 

9 

5 

4 

Madras 

41 

7 

- 

34 

27 

27 


7 

- 

7 


Mysore 

26 

3 

- 

23 

20 

20 

-- 




— 

Orissa 

20 

4 

4 

14 

8 

6 

2 

h 


4 

■> 

Punjab 

22 

5 


17 

12 

12 — 


5 


5 

-- 

Rajasthan 

22 

3 

2 

18 

14 

13 

1 

4 


3 

1 

Uttar Pradesh 

86 

18 


68 

50 

50 

- 

18 


18 


West Bengal 

36 

6 

2 

28 

20 

20 


8 


6 

2 

Union Territories 












Delhi 

5 

1 


4 

^ 3 

3 


1 


1 

—- 

Himachal Pradesh 4, 

1 

... 

3 


2 

- 

1 


1 


Manipur 

2 

— 

1 

2 

■ 2 

1 

1 




1 

Tripura 

2 

— 

1 

1 


— 


1 



1 

Total 

494 

76 

31 

403 

312 

“296 1™""' 

16 

91 


76’ 



One scat reserved for autonomous districts. 











572 


EASTERN ECONOMIST 


April 2* IWi 


Second Gucral Election, 1957 


STATE-WISE TURN-OUT 
House of the People (Lok Sabba) 



Mo. of 
consti¬ 
tuencies* 

No. of 
seats 

No. of 
electors 

(In 

thousand) 

No. of 
votes in 
contested 
constituencies 

(In 

thousand) 

No. of 

votes 

polled 

(In 

thousand) 

No. of 
valid 
votes 
pol|^ 

(In 

thousand) 

Percent¬ 
age of 
votes 
potted 
(Col. 6 to 5) 

1 

• 2 

3 

4 

5 

6 

7 

8 

States 

Andhra Pradesh . 

35 

43 

176,69 

221,70 

97*23 

95.31 

42-99 

Assam. 

10 

12 

44,95 

49,69 

23,17 

22*93 

46-14 

Bihar . 

45 

53 

195,15 

238.21 

102,21 

100,08 

42 01 

Bombay . 

58 

66 

244,59 

304,78 

169.87 

167,60 

54-99 

* Kerala . 

16 

18 

75,15 

91,61 

60,98 

60,50 

66 04 

Madhya Pradesh . 

27 

36 

140,10 

207,10 

78,65 

76,14 

37-77 

Madras . 

34 

41 

175,15 

229,35 

112,61 

109*51 

47-75 

Mysore . 

23 

26 

100,07 

111,07 

58,70 

57*98 

52-58 

Orissa . 

14 

20 

79,84 

127,32 

45*98 

44*40 

34-88 

Punjab . 

17 

22 

92,09 

133,64 

73*51 

71,84 

53-76 

Rajasthan . 

18 

22 

87,46 

119,08 

48,35 

46.49 • 

39 00 

Uttar Pradesh . 

68 

86 

349,02 

497,56 

237*76 

228,96 

46-02 

West Bengal . 

28 

36 

152,17 

219,00 

106,33 

10,404 

47*67 


Union Territories 


Delhi 

. 4 

5 

9,76 

14,16 

8,19 

8,11 

57*29 

Himachal Pradesh 

. 3 

4 

6,72 

9.93 

3,73 

3,63 

37*52 

Manipur 

2 

2 

.3,30 

3,30 

1J4 

1,74 

52*72 

Tripiua 

. 1 

2 

4,33 

8.66 

5,60 

5,50 

63*56 

Total 

... ^ 403 

494 

19,36,62 

25,86,17 

12,34,62 

- 1,05.14 

46 60 


•Includes single and double-member constituencies. 


MALCO MEANS MORE ALUMINIUM 


The Madras Aluminium Co. Ltd. which operates an integrated 
Aluminium plant at Mettur Dam, South India, is at present marketing 
ingots, slabs, wire bars, alloys, billets and Properzi redraw rods. 

‘MALCO’ which made a beginning in the export of Aluminium 
ingots, is now embarking on an ambitious programme of .expanding its 
primary metal capacity. Output will eventually be raised to 25,000 tonnes 
a year and facilities will be created to manufacture rolled products and 
extrusions. 



MALCO 


THE MADRAS ALUMINIUM CO. LTD. 

* ' 

Registered Office: Race Course, Coimbatore-18 
Factory: Mettur Dam (Salem Diet.) 


m»macty 



















BLECnON NUMBER 



Qrainman is with the 
Nation at aii times. 








...IN PLENTY 




IN SCARCITY 



3 times el plenty the grower need no longer be efreid 
producing more eno ir ~ ^ 


of producing more eno more« 

Food Corporetien providee him e reedy merket for Me 
eurplue... right through the yeer end et feir price too. 


oMd of eoerlng prices end ehortegee« 




Cerporetion eneuree eteedy supply et e reeeoneble 
price. 

Pienned procurement, etorege. movemdnt, distribution 
end building up e reserve of foodgrelne helps in the 
bMHo egeinet hoarding and profiteering. 

To serve the farmer and the consumer through these 
operations at all times is our business end privilege. 


nOD COtrORAf ION OF INDIA 




Bridging the gap— 



between India 
and the rest of the world 

ScTiufla Ships carry alt types of Cargo to any of tha world’s major ports*- 
swiftly, securely and ocbnomicatly. 


OVERSEAS SERVICES ^ 
India- Pak{stan-U.K.*Conttnant 
Indla-Poland , 

India-West Asia (Gulf) 
lndia*U.S.S.R. „ 

India-Pacific (Via East) 
lndis-U.S.A. ; 

(Atlamte B Gulf Ports) 


India-Great Lskss* 

Eastsrn Canada 
India-Caribbean 
India-Adriatic- 
Eastern Maditaoanaan 
)ndia^y.)^R. 

India-Red Sea 
COASTAL SERVlCeS ^ 
lndia-Pakistan*Bioiita«Caylon 




tSTO-19« ■ 

INI SSWOIA STEAM 
IIAVIIA1WNIM.,im^ 

Scindio M«um, Narotteiti MorerXoe Msffi 
gaiiord Mombay*!.' 

TaNphonv: SMStSI (tS linai) TSIfRlSaOl 
CtAtrai aarik aulldlnf, 
sa, NatajI SuShaa Road, Caieulta-i 
Tatashona: atSS 42 (S Htwa) TokK i SOS 


^ENIS JN ALL FBINaFAt POSTS OF THE WOBU? 


SiStASSSNtiSS 
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YOU Aftp 24 HOURS AHEAD 

WITH 

j rVL MEC 


BATTERIES 


BATTERIES 


Power-packed performance alt the way offered by the 
entire range of MEC Batteries. And for those in a 
hurry to go places, only MEC uses a special West 
German process to manufacture Automotive Dry 
Charged Batteries. These do not require charging 
as soon as th^y are bought. To avoid delay, just fit 
one in, fill in the acid, and 

FEEL THE PRESENCE OF POWER. 

MEC IS THE ONLY DRY CHARGED BATTERY 
AVAILABLE IN INDIA 

Manufactured by : 

THE MYSORE ELECTRO-CHEMICAL WORKS LTD. 

BangaIore-22 

in collaboration with Accumulatorenfabrik Sonnenschein 
GmbH, West Germany and Semperit, 

A.G., Austria. 


FOR COMPREHENSIVE 


BANKING SERVICE 


Please Contact 


STATE BANK OF MYSORE 


Head Office: 

Avenue Road, Bangalore-9 
Phone No: 73061 


Local Office: 

377, N.S.C. Bose Roads 
MADRAS-1. 
Phone No: 23438 



Quality-wise 

ALiND gives you the best! 


Conductor grade aluminium rods 

ACSR (Aluminium Conductors Steel Reinforced) 

AAC (Ail Aiuminium Conductors) 

Conductoi accessories h tools 
High tensile galvariised steel core wire 
Stay-wire 
Earth-wire 

Insulated aluminium cables 

Solidal cables for underground power distribution 


Wire-drawing machines 
(For ferrous and non-ferrous items) 
Wire stranding machines 
(Tubular b Planetary) 

Laying up machines 

Telephone cable assembling machines 

Caterpillar Capstans 

Sector-shaping units 

Bunching-machines 

Other ancillary equipment 


HV Switchgear 
Instrument transformers 


r‘ "T " ■ ' > 


THE UUMINHIM INOUSTIHES-MMTED 

Seg/stBred Office . Kundara (Kerala) 

Works it . Kundara • HtraNud • Hyderabad a Mannar 


eaaMri}a44t' 
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IfTi 


Thifd tknmdtSM^ Wt 


ELECTED CANDIDATES PARTV-WISE 
House of the People (Lok SeWm) 


Statc/Union 

Territories 

Cong¬ 

ress 

Commu¬ 

nist 

Swa- 

tantra 

Praja- 

Socialist 

Jana 

Sangh 

5k>cialjst 

Other 

recognised 

parties 

Unre- Indcpen- 
cognised dents 
parties 

Remarks 

States 











Andhra Pradesh 

34 

7 

1 

0 

0 

0 

0 

0 

1 


Assam 

9 

0 

0 

2 

0 

0 

0 

la 

0 


Bihar 

39 

1 

7 

2 

0 

1 

3* 

0 

0 

* Jharkhand 

Gujarat 

16 

0 

4 

' 

0 

0 

0 

1* 

0 

* Nutan Maba Gujamt 
Janta Parishad 

Kerala 

6 

6 

0 

0 

0 

0 

2* 

lb 

3 

• Muslim League 

Madhya Pradesh 

24 

0 

0 

3 

3 

1 

0 

0* 

4 

♦ Foward Bloc 

Madras 

30 

2 

0 

0 

0 

0 

7c 

Id 

0 


Maharashtra 

41 

0 

0 

1 

0 

0 

0* 

\* 

2 

Peasant’s & Workers* 

Mysore 

25 

0 

0 

0 

0 

0 

0 

0 

0 

Lok Sevak Sangh 

Orissa 

13 

0 

0 

1 

, 0 

1 

4* 

0 

0 

* Ganatantra Parhhad 

Punjab 

14 

0 

0 

0 

3 

1 

3* 

le 

0 

• Akall Dal 

Rajasthan 

14 

0 

3 

0 

( 

0 

0 

0 

3 


Uttar Pradesh 

61 

2 

3 

2 

7 

1 

0 

0 

5 


West Bengal 

22 

9 

0 

0 

0 

0 

r" 

2f 

2 

* Forward Bloc 

Union Territories 

Delhi • 

5 

0 

0 

0 

0 

0 

0 

0 

0 


Himachal Pradesh 

4 

0 

0 

0 

0 

0 

0 

0 

0 


Manipur 

1 

0 

0 

0 

0 

1 

0 

0 

0 


Tripura 

0 

2 

0 

0 

0 

0 

0 

0* 

0 

♦ Eastern! ndia Tribal 
Union 

Total 

358 

29 

18 

12 

14 

6 

20 

8 

20 



Note Republican 3 CUttar Pradesh); Hindu Mahasabha 1 (Uttar Pradesh); Ram Rsyya Parishad 2 (one each in Rajasthan and Madhya Pradesh), 
(a) All Party Hill Leaders* Comerence; (b) Revolutionary Socialist Party; (c)Dravida Munnelra Kazhagam; (d) Forward Bloc; (e) Haryana 
Lok Samity; (f) Revolutionary Socialist Party (1) and Lok Sevak Sangh (1). 


Third General Election, 1962 

■ PLURALITY OF CANDIDATES 

House of the People (Lok Sabha) 


Number Number of seats contested by 


Siate/Union contested 2 3 4 5 6 7 8 9 10 

Territories scats caiidi* candi- candi- candi- candi- candi- candi’ candi- or Weighted 

dates dates dates dates dates dates dates dates more Average 


States 


Andhra Pradesh 

43 

7 

20 

9 

5 

2 

— 



— 

Assam 

12 

1 

7 

3 


1 

- 

— 

— 

-- 

Bihar 

53 

3 

17 

7 

16 

6 

1 

2 

1 

— 

Gujarat 

22 

5 

11 

5 

1 


.... 


— 

— 

Kerala 

18 

8 

6 

4 

-- 


— 




Madhya Pradesh 

36 

— 

8 

15 

7 

4 

1 

— 

1 

— 

Madras 

40 

4 

15 

12 

7 

1 

— 


1 

— 

Maharashtra 

44 

5 

11 

20 

5 

2 

— 

1 

— ‘ 

— 

Mysore 

26 

9 

4 

8 

4 

1 


— 

— 

— 

Orissa 

19 

11 

6 

2 

— 





—. 

PuTuab 

22 

2 

3 

4 

6 

1 

5 





Rajasthan 

22 

— 

7 

5 

4 

3 


1 

1* 

Uttar Pradesh 

85 

1 

10 

20 

21 

18 

8 

4 

1 

2t 

West Bengal 

36 

ll 

14 

7 


.. i*. 


“ 


--.3 

don Territories 

Delhi 

5 


-- 

3 


- 

1 


1 


Himachal Pradcah 

4 

2 

1 

1 

1 

1 





Manipur 

2 

— 

1 

-- 





Tripura 

2 


1 







Total 

491 

69 

141 

126 

78 

45 

14 

7 

8 

3 


• 11 icaiididates jn Jaipur parliamentary constituency, 
t 10 candMats eiu^ in Rappur and Fifoaabpd pariiamentary const^ucncies. 


3- 4 

4- 9 
4.4 
31 
3 1 
5 0 

3- 7 
3’8 
3*9 

2- 5 

4- 8 

5- 0 

5-2 

3- 1 


5 6 

2- 7 
5*5 

3- 5 


4.0 
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The driving force for 


MATERIAL 

HANDLING 


equipment 




RELIABLE 
m ECONOMICAL 
m EFFICIENT 

STANDABO TPg t^wUhaw/tSTnMSt 

ISruSSS SJb^. ^ 

rnobile cranes and other battery powered vehicles. 

Stondiud TPg 

batteries 

THE STANDARD BATTERIES LTD. 

Vakoia, Santacruz (East). Bombay-EB 

_e^^luC AAa/lvai 


Illo^au Cateutr* NW - Madras • Gauhati - Patna * Cuttack 




t8MliS-s®wtu 





April 

TlMCteindBhetiRii. m2 


BLBCnON 


517 


VOTES POLLED PARTY.WISE 
House of the People (Lok Sabhu) 

(In thousand) 


Total No. and percentage of valid votes polled by 

No. of- -- - - - 

valid votes Com- Swatantra Praja Jana Republican Sociain 

polled Congress munist Socialist Sangh 


States 


Andhra Pradesh 

11,908 

5,711 

(47*96) 

2,506 
(21 04) 

1.775 

(14*91) 

8 

(0*07) 

139 
(1 17) 

115 
(0 96) 

:: 

Assam 

2,495 

1,127 

(45*16) 

176 
(7 05) 

-- 

478 

(19*16) 

-- 

— 

7*2 

(2-88) 

Bihar 

9,946 

4.365 

(43-89) 

635 
(6 38) 

1,811 

(18-21) 

1,262 

(12*69) 

233 

(2*34) 


608 
(6 123) 

Gujarat 

5,283 

2,776 

(32-56) 


1,320 

(25-00) 

375 

(7*10) 

76 

(1*44) 

47 

(0*89) 

(005) 

Kerala 

5,529 

1,895 
(34 28) 

1,961 

(35*461 

10 
(0 17) 

547 

(9-89) 

37 

(0 68) 

— 

-- 

Madhya Pradesh 

6,704 

2,652 
(39 55) 

60 
(0 90) 

49 
(0 73) 

825 
(12 30) 

1,193 

(17-87) 

123 

(1*84) 

355 
(5 29) 

Madras 

J 2.424 

5,623 

(45*26) 

1.272 
(10 24) 

1,301 
(10 47), 

209 

(1*68) 

5 

(0 04) 

191 
(1 54) 

45 
(0 36) 

Maharashtra .. 

11,149 

5,896 

(52*89) 

451 

(4*05) 

31 

(0 28) 

598 

(5*36) 

491 

(4*40) 

1,300 

(11*66) 

— 

Mysore 

6,419 

3,381 
(52 67) 

99 
(1 53) 

501 
(7 81) 

930 

(14*49) 

172 

(2*68» 

247 
(3 86) 

— 

OrijkSii 

1,969 

1,093 
(55 53.) 

101 

(5*11) 

23 
(1 15) 

305 
(15 50) 



53 
(2 67) 

Punjab 

6,786 

2,803 
(41 30) 

321 
(4 73) 

291 
(4 28) 


1,030 
(15 18) 

424 
(6 25) 

152 
(2 25) 

Rsyasthan 

5,193 

1,952 

(37*58) 

155 
(2 99) 

940 

(18 10) 


482 
(9 28) 

-- 

192 
(3 69) 

Uttar Pradesh 

17,910 

6.842 
(38 20) 

650 

(3*63) 

903 
(5 04) 

1.852 

(10*35) 

3,147 
<17 57) 

764 

(4*27) 

1,547 

(8-64) 

West Bengal 

9,733 

4,554 
(46 78) 

2,860 
■ (29 39) 

99 

(1 02) 

442 
(4 54) 

J02 
(1 05) 

— 

4 

(0 04) 

lion Territories 









Delhi 

894 

453 

(50 68) 

19 
(2 14) 


1 

(0 12) 

292 
(32 66) 

2S 

(3*14) 

. 

Himachal Pradesh 

243 

167 
(68 63) 

— 

31 

(12*78) 

— 

n 

(4 49) 

16 
(6 56) 


Manipur 

265 

82 

(30*93) 

22 
(8 13) 


11 

(4*12) 

— 

— 

70 

(26 30) 

Tripura 

319 

137 

(42*81) 

164 

(51*27) 


6 

(1 -98) 




Total 

169 

51,S0» 

(44-7?) 

11,450 

(9-94) 

9.085 
(7 89) 

7,848 
(6 81) 

7,415 
(6 44) 

3,256 
(2 83) 

3,099 
(2 69) 








(Comftwedon page 5tB} 
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EASTBRNBCONOlflST 


VOTES POLLED PARTY-WISt-<COTft/.) 
H«Me of tbe Pe6ple (Lok SaUa) 


A^t 2» 19ft 


(In thousand) 


No. and percentage of valid votes polled by 

--- Remarks 



^ - ■■■TT ■ 

Hindu 

Mahasabha 

Ram 

Raiya 

Panshad 

Other 

recognised 

parties 

Un¬ 

recognised 

parties 

Independents 


States : 







Andhra Pradesh 

— 


— 

— 

1,653 

(13-89) 


Assam . 


“ 

— 

125a 

(5-02) 

517 
(20 71) 


liihar . 

24 

(0-24) 

20 

(0 20) 

467* 

(4-70) 


521 
(5 23) 

♦Jharkhand 

Ciujarai 

20 

(0-38) 

— 

— 

196* 

f3'71) 

469 

(8-87) 

♦Nutan Maha Gujarat JantaParishad 

Kerala 

— 

— 

248* 

(4'49) 

199b 
(3 60) 

632 

(11-43) 

♦Muslim League 

Madhya Pradesh ' .. 

255 
f3 80) 

324 
(4'83) 

— 

35* 

(0 53) 

829 

(12-36) 

♦Forward Bloc 

Madras . 

~ 

--- 

2,3I6c 

(18-64) 

529d 
(4 26) 

933 
(7 51) 


Maharashtra. 

83 
(0 74) 

9 

(0 08) 

704* 

(6 31) 


1,587 
(14 23) 

♦Peasants’ and Workers’ 

Mysore . 


• — 

- 

213* 

(3 33) 

875 

(13-63) 

♦Lok Sevak Sangh 

Orissa . 


-- 

343* 
(17 42) 

— 

52 

(2-62) 

♦Ganatantra Parishad 

Punjab . 


15 

(0 22) 

829* 
(12 22) 

119c 
(1 75) 

802 

(11*82) 

♦AkaliDal 

Rajasthan . 

11 

(0 22) 

191 
(.3 69) 

— 


1,269 

(24-44) 


liltar Pradesh 

249 
(1 39) 

129 
(0 72) 

—- 


1,826 

(i0-l9) 


West Bengal 

101 
(1 04) 

- 

615* 

(6-32) 

367f 

(3-76) 

590 
(6 06) 

♦Forward Bloc 

I'nion Territories 







Delhi ,. 

4 

(0 49) 




96 

(10'77) 


Himachal Pradesh 

. 

- 


— 

Ig 

(7-52) 


Manipur . 

. 


- 

— 

81 

(30 52) 


Tripuia . 



— 

13* 
(3 94) 


♦Eastern India Tribal Union 








I'otal 

748 

(0-65) 

689 
(0 60) 

5,552 

(4'79) 

1,797 

(1'56) 

12,750 
(11 08) 



(a) All Party Hill Leaders' Conference—92(3 68); Revolutionary ComiRuntst Parly 33 (1 -34). 

(b) Revolutionary Socialist Parly. 

(c) Dravida Munnetra Kazhagam—2,316 (18 64). 

(d) Muslim Lcagne—170(1 37); TamilNationalParty-92(0-74); Socialist Labour—S0(0-6S); WeTamils—U (0 09); Forward Bloc—176(1 ^l). 

(e) Haryana Lofc Samity. 

(f) Revolutionary Socialist Party 2f»2 (2 • 59): 1 .ok Sevak Sangh—68 (0 • 70); Gorkha League—46 (0 ■ 47). 





EtfiCHON 



in500(yhonm 

everyday 


■There are nearly 140 lakh 
policy-holders in India today.^ 

A tremendous increase since 
nationalisation. Still, this 
accounts for only 2% of the 
Indian population! But 
people are fast becoming 
aware of the benefits of Life 
Insurance, and the need for 
it. So Lie is going all out to; 
reach every corner of the 
country. Result: LIC now 
sells 5000 new policies every 
day, thereby bringing security) 
to 5000 families all over 
India. 

Make sure your family is 
secure always. Save through' 

Life Insurance. 

@ tlnra Is no snfestitute for 

LIFE INSUSAfICE 
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FB)0 

WINS 

hands down 

14-crore rupee, turn-key project for a 2 lakh-tonne 
triple superphosphate complex 


Against stiff international competition, 
in a global tender, FEDO has been 
awarM the contract for setting up a 
triple superphosphate complex for 
Hindustan Gipper Limited, a public 
sector enterprise, at Khetri, Rajasthan. 
FEDO will design, engineer, erect and 
commission the plant. 

A highlight of this contract is that 
FEDO will design and engineer the 
new plant, using the barest minimum 
of foreign exchange - indeed, the 
requirement has been reduced to as 
low a t^mponent as 15 per cent of 
the total cost. 

llie award of this contract to FEDO 
is signiricant. For it is a recognition of 
the ^\'ance made in self-reliance, 

In sophisticated technology and 
management. 



FEDO 


FACT 






Th$ proj^t inctud^i the 
Metting up of fscih'tios for? 

• 570 tonn 08 /day 
SULPHURIC ACID 
bas«d on 

Chemiebau proeoas 

• 210 tonnas/day 
PHOSPHORIC ACID 
based on 

Prayon process 

• 650 tonnes/day 
TRIPLE 

SUPERPHOSPHATE 
based on 

FEOO’s own process 


«isterns~162 


FACT ENGINEERING ft DESIGN ORGANISATION 
THE FERTILISERS AND CHEMIGAU TRAVANGORE LTD 

Udyogamaadal, Kerala State 




ELECTION NUMBER 


581 


Apra 2, 1971 

Vwseih Gwral Etection, 1967 

' ^ NUMBER AND PERCENTAGE OF VALID VOTES POLLED PARTY-WISE 

Horn of the People (LokSoMa) 


Party 

• 





Number 

of 

candidates 

Seats 

Votes 

polled 

Percentage 

of 

total 

valid votes 
polled 

C'ontested 

Secured 

Indian National Congress 





516* 

516* 

283^ 

59.531,425 

40 8 

Swaiantra . 





178 

178 

42 

12,458,547 

8 5 

Jana Sangh. 





249 

249 

35 

13,545.120 

9 3 

Samyukta Socialist Party. 





123 

123 

23 

7,129,783 

4-9 

Communist Party of India. 





104 

104 

23 

7,151,049 

4‘9 

Communist Party of India (M) 





63 

63 

19 

6,507,323 

4 5 

Praja Socialist Party. 





110 

110 

13 

4.489,289 

31 

Republican Party of India. 





72 

72 

1 

3,688,79! 

2-5 

Other Parties . 





80 

80 

39 

10,290,973 

71 

Dmvida Munnetra Kazhagam 





25 

8 

25 

5,524,514 

3 8 

Akali Dal (Sant Group) . 





8 

8 

3 

968,712 

0-7 

Peasants and Workers* Party 





11 

11 

2 

1,029,057 

0 7 

Forward Bloc . 





6 

6 

2 

627,%10 

0 4 

Muslim League . 





2 

2 

2 

414,091 

0-3 

All Party Hill Leaders* Conference ., 





1 

1 

1 

112,492 

0'1 

National Conference . 





4 

4 

1 

210,020 

0 2 

Maha Gujarat Janta Parishad 





1 

1 

1 

179,844 

0 1 

Revolutionary Socialist Party 





I 

1 

I 

207.338 

0 2 

Janta Parishad . 





6 

6 

— 

333,610 

0 2 

Kerala Congress . 





5 

5 


321,219 

0 2 

Akali Dal (Master Group). 





7 

7 


189,290 

0 1 

Lok Sevak Sangh . 





1 

1 

— 

142,088 

01 

Democratic National Conference 





1 

1 

— 

30,788 

N 

Naga Nationalist Organisation 





1 

!♦* 


— 

— 

Independents . 





874 

368 

42t 

21,056.626 

14-4 

Total . 





2,369 


520 

145,848,926 

too 0 


♦Includes 4 unopposed returns (Andhra Pradesh—1; Assam—1; Jammu and Kashmir—2). 
•♦Returned unopposed from Nagaland. 

tCandidatc of United Goans (Seqiieira Group) taken here as Independent. 

‘N’ stands for negligiblc. 


Fourth General Election, 1967 


SEATS WON BY PARTIES IN LOK SADHA 


State/Union Territory 

Seats 

Con¬ 

gress 

Swa- 

tantra 

CPI 

CPI 

(M) 

PSP 

SSP 

JS 

Rep. 

Others 

Ind. 

Total 

States 














1. 

Andhra Pradesh 

41 

35 

3 

1 




— 

— 

— 

2 

41 

2. 

Assam 

14 

10 

— 

1 

.... 

2 


— 


Ka) 


14 

3. 

Bihar 

53 

34 


5 


1 

7 

1 


— 

5 

53 

4. 

Gujarat ., 

24 

11 

10 

-- 

— 




-- 

1(b) 


24 

5. 

Karyana 

9 

7 



- 

.... 

— 

1 


— 

J 

9 

6. 

Jammii A Kashm i r 

6 

5 



— 




— 

1(C) 

. — 

6 

7. 

Kerala 

19 

I 


3 

9 


3 

..., 

— 

3(d) 


19 

8. 

Madhya Pradesh 

37 

24 

1 

- 

— 



10 

— 

— 

2 

37 

9. 

MadrUsS .. 

39 

3 

6 


4 


..... 

— 

- 

25(c) 

T 

39 

10. 

Maharashra 

45 

37 


2 

-- 

1 

2 


— 

2(f) 

1 

4.5 

11. 

Mysore .. 

27 

18 

5 



2 

r 


— 


1 

27 

12. 

Nagaland.. 

1 

— 

- 


■ - 




-- 

Ug) 


I 

13. 

Orissa 

20 

6 

8 



4 

1 



— 

1 

20 

14. 

Punjab 

13 

9 



— 

— 

- 

1 

— 

3(h) 


13 

15. 

Rajasthan 

23 

10 

8 

— 

— 



3 


-- 

2 

23 

16. 

Uttar Pradesh 

85 

47 

1 

5 

1 

2 

s 

12 

I 

— 

ii 

85 

17. 

West Bengal 

40 

14 

-- 

5 

s 

T 

1 

““ 

— 

2(i) 

12 

40 


Union Territories 


Andaman & Nicobar Islands 1 

Chandigai'h. 1 

Dadra A Nagar Haveli 1 

Delhi 7 

Goa, Daman A Diu 2 

Himstchal Pradesh. 6 

Laccadive, Minicoy A Amindivj 

Islands . 1 

Manipur . 2 

Pondicherry. 1 

Tripura . 2 


Total . 520 


I 

1 

1 

6 


283 42 23 19 13 23 


1 


1 


— 

— 

I 


— 



1 

6 



- 

7 



— 

2’’- 

n 

— 




6 


— 

— 

1 

I 

— 

— 


1 

2 

— 

— 

— 

- '■ 

1 


— 

— 


2 

35 

1 

39 

~ 42 

520 


♦United Goans (Sequeira Group) incimkd in Independent. 

(a) AR Party Hill Leaders' Conf^cnce; (b) Maha Gujarat Janta Parishad; (c) National Conferen^; (d) Muslirn 
Party; i(o) Dravida Munnetra Kazhagam; (f) Peasants and Workers' Party; (g) Naga Nationalist Organisation (amhated 
nmni Mali Dal (Sant (jhroup); (1) Forwura Bioc. 


Revolutionary Sociali$t 
to Congress);<h) Shiro- 
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Fifth General Election, I97i 





** 

STATE-WISE PERFORMANCE OF DIFFERENT PARTIES 

Home of the People (Ude Sabhe) 



States/Union 

Territories 

Total 
numlicr 
of seats 

Cong, rong- JS Swa PSP SSP CPI(M) CPI BKD DMK RPI 

(R)f 

Ind Others* 

States 





Andhra 

41 

28. 1 1 . 

1 

10 

Assam 

14 

13 .. .. . . 


“i 

Bihar 

53 

39 3 2 .. .. 2 .. 5 

.. 

2 

Gujarat 

24 

11 n .. 2 . 



Haryana 

9 

7 .. 1 


1 

Himachal Pradesh 

4 

3 


•• 

Jammu & Kashmir 

6 

4 .. .. . 

1 


Kerala 

19 

6. 2 3 . 

1 

7 

Madhya Pradesh 

37 

21 n .. 1 . 

4 


Maharashtra 

45 

42. J . 1 



Mysore 

27 

27 


• • 

Nagaland 

i 



1 

Orissa 

20 

15 .. 3 . 1 . 


1 

Punjab 

13 

10 * .. .. 2 


J 

Rajasthan 

23 

14 .. 4 3 

2 


Tamil Nadu 

39 

9 1 . 4 .. 23 ■ ,. 

1 

1 

Uttar Pradesh 

K5 

73 1 4 ■ .. .. 4 1 

2 

• * 

West Bengal 

40 

13 .. 1 20 3 


3 

Union Territories 





Andaman & Nicobar 

1 

1. 


.. 

Chandigarh 

1 

1 



Dudra Nagar Havcli 

1 

1. . 



Delhi 

7 

7 

. • 


Goa, Daman and Diu 

'■> 

1 . .. . .. .. ~ 

1 

. • 

Laccadive, Minicoy and 

Amindivi Islands 1 

1 


, . 

Manipur 

2 

2 


•• 

Pondicherry 

J 

1 .. . . . . .. . . Z 



Tripura 

2 

2 

•• 

.. 

All-India Totals 

518 

350 16 22 8 2 3 25 23 1 23 1 

13 

28 

♦Siaicwisc brcjk-Lip of 
Andhra: 

Assam: 

Bihar; 

Haryana: 

Kerala: 

Maharashlnr 

Orissa: 

Purdah: 

Rajasthan: 
lamil Nadu; 

1 filar Pradesh. 

West Bengal: 

Delhi: 

Goa: 

Nagala .id: 

other parlies ■fCong.(R) Faction led by Mr Jagjivan Ram ttCo^g- (D) Faction led by Mr Nijalingappa. 

Revolutionary Communist Parly of India 0.. Socialist Unity Centre 0, Telengana Praja Samiti 10, Telengana Congress 0, 

APHLC 1, People’s Democratic Party 0, SUC 0, RCTI0, Hill State People’s Democratic Party 0. 

RCPl 0, sue 0, Jharkhand Party 2, (one each to the Horo and Sumbrai factions), Janata Party 0, Shoshit Dal 0, Hindustani 
Shoshit Dal 0, Proutist Bloc 0, Forward Bloc 0, Ram Rajya Parishad 0. 

Akali Dal 1), Vishal Haryana Parly 1. 

RSP 2, Muslim League 2, Kerala Congress 3. 

Peasants & Workers Party 0, Shiv Sena 0, (Under “RPI’* tlie solitary seal was won by the Gaekwad group). 

Utkal Congress 1, Jana Congress 0, Jharkhand 0, 

Akali Dal 1. 

Vishal Haryana Party 0. 

Miislim League 1, Forward Bloc 0, Tamil Arasu Kazhagam 0. 

Muslim League 0. Vishal Haryana Party 0, Musiitft Majlis 0, Proutist Bloc 0, Kisan Mazdoor Party 0, Ram Rajya Parishad 0, 
ISP 0, Forward Bloc 0, Hindu Mahasabha 0, Revolutionary Socialist Parly 0. 

Bangla Congress 1, Forward Bloc 0, RSP 1, SUC 0, RCPl 0, Jharkhand 0, Muslim League 1, Oorkha League 0, Lok Sewak 
Sangh 0, Forward Bloc (Marxist) 0, BipJabi Bangla Congress 0, Workers Party 0, Bolshevik Party 0. 

Vishal Haryana Party 0, Hindu Mahasabha 0, Jantamra Party 0, Forward Bloc 0. 

United Cioans 0, Maharashtrawadi Gomantak 0, The Independent who won the contest was backed by the latter patty. 

United Front of Nagaland 1, Nagaland Nationalist Organisation 0. 


Note\ Three seals jii the 518-mcmber House remain to be filled. These are from Ladakh in Jammu & Kashmir and Mafidi in Hlmadial Pradcsli 
(where polling did not lake place* being snowbound at this time of the year) and from Nagpur in Maharashtra (whw polling was adjourned 
due to the death of a candidate). 
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MAjSSEY-FERGUSON 

Indian 


Massey-Fefgiison 1035 tractor 
is the Indian farmers* first 
choice. There are more firm 
orders for Massey-Ferguson 
1035 than any other tractor 
produced in India. It is 
because Massey-Fei^son 
1035 tractors have proved 
over the years most suitable 
for Indian conditions and 
are backed by country-wide 
dealer organisation with 
the most comprehensive 
after-sales service. 

Indian farmers are fully 
convinced that Massey-Feiguson 
1035 trabtors kre the best 
value for their money. 


^fahn 'naaknnsat Uaiitstf. Madras 


? ' >' I Ji/V- i / 
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^Amrm ANiULV6»at tm sabha Bu&cnoN besults 


amohiu 


Total «Mdl»te 
Total vltataPoiM 

iiMOMtait of vota p^led 


eUJARAT 


2,29,9Mn Total etaotonta 

l,34,ao,S04 Total votaa polled 

59 4 Feictotac^ of votes polled 


KI5,34*545 
64,22*732 
55 6 


Votei J^iocotage Seats 
polled of cootesied 
total 
valid 
votes 
polled 


Peroentaae 
of tataT 
valid 
votes 
polled 


Seats 

contested 


CongtR) 

72.86.0g 

54 8 

37 

28 

€ortg(0) 

7.29,906 

5.5 

12 


Swatantra 

9,97,777 

5 0 

9 


Jana Sanfh 

2,05,556 

1 6 

5 

— 

CPI 

7,76i0l9 

60 

n 

1 

CM(M 

3.68.7IS 

3 0 

5 

1 

SSP 

40,653 

0 4 

2 


HepiiblicaQ 

33,708 

0 3 

4 


1 P.S 

18,83,589 

14 0 

14 

10 

Telangana Cong. 

43,548 

0 4 

7 


Minorities & Labour Party 

40,698 

0 4 

6 

— 

Backward Class Mahasabha 

6,926 

0 1 

I 

— 

Akhil Bhaiatiya Ramraiya 





Parishad 

536 

-fW- 

1 

— 

Independents 

10,73.392 

8 S 

93 

1 


ASSAM 



1 otal electorate 




63,07,365 

Total votes polled 




31,77,143 

Petcentage of votes polled 

• 




SO 37 

Party 

Votes Percentage 

Scats 

Seats 


polled 

of 

C3nte^ted 

won 



total 





valid 





votes 





polled 



Cong (R) 

17,24,498 

56 9 

13 

13 

Cong(O) 

88,155 

2 9 

10 

— 

Swatantra 

-^,033 

0 2 

! 

— 

fana Sangh 

74.542 

2 5 

1 

— 

CPI 

1,70,977 

5 6 

5 

— 

CPI(M) 

42,772 

1 4 

2 


SSP 

41,289 

1 4 

S 


PSP 

1,37,928 

4 5 

4 

.— 

A PILL. 

90,772 

3 0 

1 

1 

Independents 

6,48,576 

21 5 

36 

— 







BIHAR 




Total electorate 



3,09,11.092 

Total voted polled 



1,50,96.261 

Percentage of votes polled 




48 83 

Party 

Votes Percentage 

Seats 

Seats 


polled 

Of 


won 



total 

ontested 




valid 





polled 



CongW) 

49,77,289 

33 79 

47 

39 

Cong <0) 

17.14,357 

II 97 

24 

3 

Swatantra 

35,331 

0 02 

3 


Jana Sangh 

18,01.372 

12 60 

28 

2 

SSP 

14,10,291 

9 92 

28 

2 

CPl 

H,67.U6 

9 98 

IT 

5 


JgI3gJ^ 

0 76 

4 

— 

PSP 

1,42.340 

096 

12 


BKD 

114,100 

0 95 

13 


A-Uharidtawt 


0 81 

12 

1 

Jantt 

!.3$^1 

Q96 

4 


IndaptahlHMa lAtOthan 

214^692 

}i 56 

228 

1 


Cong(R) 

27,49,515 

44 8 

23 

tl 

Cong(0) 

24.33,643 

39 6 

19 

11 

Swatantra 

3,34,858 

5 4 

4 

2 

Jana Sangh 

1,35,791 

2 2 

5 


PSP 

97,418 

1 0 

1 

mm 

Independents 

3,78,804 

6 1 

66 

— 


HARYANA 



Total electorate 




47.68,032 

Total voles pol>ed. 




30.68,699 

Percentage of votes polled 



64 3 

Party 

Voles 

Percent igc Scats 

Seats 


polled 

of contested 

won 



total 





valid 





voles 





polled 



Cong(R) 

15,72.929 

52 73 

9 

7 

Cong(0) 

3.39,213 

II 37 

4 

— 

Jana Sangh 

3.14.830 

II 22 

3 

1 

Vishal Haryana Party 

2,74.091 

9 19 

3 

1 

BKD 

16,978 

0 56 

2 


CPl(M) 

3,917 

0 13 

1 


SSP 

86,510 

2 90 

1 


PSP 

5,942 

0 19 

2 


Forward Bloc 

18,702 

0 63 

2 


Arya Sabha 

13,077 

0 44 

1 


Proutist 

3,108 

0 10 

1 


RPI 

14.665 

0 49 

3 


Akali Dal 

— 

— 

1 

— 

Independents 

2,99,168 

10 05 

30 

“ 


HIMCHAL PRADESH 



Total electorate 




12,53,339 

Total votes polled 




5,38,934 

Percentage of votes polled 



43 

Party 

Votes 

Percentage Seats 

SCHlS 


polled 

of contested 

won 

/> 


total 





valid 





votes 




• 

polled 



Cong (R) 

4,02,002 

76 96 

3 

3 

Cong <0) 

13,998 

2 68 

2 


Jsna $an^ 

72,942 

13 89 

2 

— 

L>k R«j Party 

8.290 

1 59 

1 

*— 

CM 

11,249 

2 15 

1 

**■ 

Swatantra 

9.767 

1 09 

1 

— 

imtapoMtanta 

8.450 

I 64 

4 



«3wfrd.) 
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STTATEMSE ANALYSIS Or LOK SABHA BLBCHON MmSLtS t ttn^iCmid.) 

JAMMU & KASHMIR MAffARASVTRA 


Total electorate 
Total votetk polled 
Percentage of votes polled 


20,51,339 Total electorate 

11,81,024 Toal votes polled 

57 53 Percentage of votes polled 


2,1440.652 
1,4045,930 
59 90 


Pwty 

Votes 

polled 

Percentage 

of 

total 

valid 

votes 

polled 

Seats 

contested 

Seats 

won 

Cong(R) 

6,09,909 

54 0 

5 

4 

Jana Sangh 

‘Independents (Jaimatl 

1,42,750 

12 1 

3 


Islami) 

1,68,977 

15 0 

2 


PSP 

5.332 

0 4 

1 


Akali Dal 

12,658 

1 1 

2 

— 

Independents & Others 

1.89,613 

17 0 

5 

1 


N 0. There are six seats Polling in one constituency will be held in 
May 


KERAl^A 


Total electorate 
Total votes polled 
Percentage of votes polled 


1,022.22.274 

65,91,197 

64 <48 


Pgrty Votes Percentage Seats Seats 

polled of contested won 
total 
valid 
votes 
polled 


Cong(R) 

Cong(0) 

SSP 

PSP 

PWP 

Jena Sangh 
RPI(Gaikwad) 
RPl (Khobragade) 
RPI (Kambic) 

CPI 

CPI(M) 

BKD 

Forward Bloc 
Shiv Sena 


Proutist 
Hindu Sabha 
Maha Vldarbha Sanghar- 
sha Samiti 


Independents 


86,56,648 

63 77 

43 

42 

3,78,748 

2 79 

9 


3,02,971 

2 23 

9 


2,33,289 

1 72 

8 

1 

7,41»535 

5 46 

12 


7,27,177 

5 35 

13 


1,53,794 

1 13 

1 

I 

3,01,911 

2 22 

12 

, ^ 

32,162 

0 24 

7 


2,32,357 

1 71 

7 

,, 

67,169 

0-49 

2 


1,75,821 

I 29 

4 

, ^ 

1,70,950 

1 26 

2 

,. 

2,27,468 

1 67 

5 

,, 

5.947 

0 04 

3 

,, 

318 

0 002 

1 

•• 

2,999 

0 022 

1 


11,63.368 

8 56 

91 

.. 


Party Votes Percentage Seats Seats 

polled of total contested won 
valid votes 
polled 


CongflR) 

12.89,601 

19 76 

7 

6 

Cong(O) 

90,887 

1 40 

4 

— 

Swatantra 

14.716 

0 24 

1 

_ 

Jana Sangh 

91,187 

1 34 

3 

_ 

CPI 

5,93.761 

9 10 

3 

3 

CPKM) 

17,11,442 

26 21 

11 

2 

Muslim League 

3,66,702 

5 63 

2 

2 

Ketala Congress 

5,42,431 

8 31 

3 

3 

RSP 

4,19.796 

6 44 

2 

2 

PSP 

1,43,745 

2 21 

1 

— 

SSP 

57,382 

0 88 

2 


Independents 

12,07.213 

18 48 

28 

1 


MADHYA PRADESH 

Total electorate 1,95,59,898 

Total votes polled 99,94,061 

PCtcentdge of votes polled 48 03 


MYsemE. 


Tota I electorate 1,37,89,683 

Total votes polled 76,45,347 

Percentage of votes poM 55 


Party 



Percentage Seats 
of contested 
total 
valid 
egees 
poina 


Seats 

won 


Cong (R) 

54.18,536 

71 00 

27 

27 

Cong(O) 

12.51,255 

16 40 

17 

— 

Swatantra 

2.79,610 

3 60 

5 


Jana Sangh 

1,45,531 

1 90 

2 

— 

SSP 

79,111 

1 04 

1 


rpj 

6,914 

008 

1 

— 

PSP 

97,301 

1 28 

5 

— 

CPl(M) 

45.188 

0 60 

2 

— 

Independents 

3,21,901 

4 10 

43 



NAGALAND 


Parly 

Votes 

polled 

Percentage 

of 

total 

valid 

Seats 

contested 

Scats 

won 

Total electorate 

Total votes polled 

Percentage of votes polled 



a 

2.73.45* 

1,48.023 

60* 



voles 










polled 



Party 

Votes 

Percentage 

Seals 

Seats 






polled 

of 

contested 

wton 

Cong(R> 

Cong(O) 

Jana Sargh 

PSP 

CCD 

40,24,649 

2,00,409 

29,64.238 

J 7,268 

45 58 
2 27 
33 57 
0 22 

1 57 

0 09 
0 09 
0 69 
13 94 

36 

5 

28 

9 

c 

21 

11 

7 

4 



total 

valid 

votes 

polled 



CPI 

CPI<M) 

Sv^atantra 

Othcis 

Independenis 

I,3q,95U 

5,362 

8,242 

60,843 

12,30,883 

J 

4 

1 

8 

73 

United Front of Nagalgnd 
Nagaland Nationalist Or*> 
gantsation 

89,$14 

38,311 

60 5 

39 5 

1 

1 

1 


VCcm4.) 
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The pretty scholar you see 
here is inside a mobile library 
built on an Ashok Leyiand 
Comet chassis. 



Athok LeytanS Uinltetft 
Ennort, Madm S7 




One of several 

worlds fburishing 
on our 

COMET 

Visualise, instead, a compact clinic. 

Or rows of pampered passengers. Qr food 
in cold storage. Or a mini-workshop. 

Or a load of iust anything — medicines, 
machine tools, grams, gravel, petroleum, 
piecegoods, raw materials, radios, 
cement bags, sales outlets... 

Ashok Uyland vehicles love variety in 
challenge. TheyVe a race of giants. With 
payloads running from 7| to 30 tonnes. 
Specially designed to handle the load 
of increase in foodt in technology. 

Arvd popuiatfon. 

If, in the years to come, even bigger 


vehicles are called for. we'll build them. 
You could say thinking big on the big 
needs of our vast country has become 
second nature to us. 
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STATEWtSE ANALYSIS OF LOK SABHA ELECTION RESULTS : l97i~(Contd.) 

ORISSA TAMIL NADU 


Total doctorate 
Total votes polled 
Peicentage of votes polled 


1,08,45,235 Total electorate 

46,84,801 Total votes polled 

43 -2 Percentage of votes polled 


2.30.64,985 

1.65.65,642 

71-82 


Party 

Votes 

polled 

Percentage Seats 
of contested 

total 
valid 
votes 
polled 

Seats 

won 

Cong (R) 

17.15,987 

3.8 4 

19 

15 

Cong (O) 

1,00,392 

2-2 

6 

— 

Swatantra 

7.10,095 

15-7 

13 

3 

Jana Sangh 

9,930 

0 2 

1 

— 

Utkal Congress 

10,53,164 

23 6 

20 

1 

PSP 

3,08,340 

6 8 

6 

— 

CPI 

1.94,273 

4-4 

3 

1 

CPI(M) 

45,703 

10 

1 

— 

Jharkhand 

73.900 

16 

2 

— 

SSP 

81,843 

1-8 

2 

— 

Jana Congress 

60,103 

1-3 

2 

— 

Forward Bloc 

22,956 

0 5 

1 

— 

Independents 

87,294 

1-9 

9 

— 


Total electorate 

Total votes Polled 
^rcentage of votes pollad 

PUNJAB 


69,41,454 

41,14,492 

58-8 

Party 

Votes 

polled 

Percentage 

of 

total 

valid 

votes polled 

Seats 

contested 

Scats 

won 

Cong (R) 

18,73,862 

45.0 

11 

10 

CongCO) 

1,86,895 

4 5 

4 


Akali Dal 

12.57,802 

30 1 

12 

1 

Jana Sangh 

1,81,316 

4-4 

5 

— 

CPI 

2,53,800 

5-9 

2 

2 

CPI(M> 

89,643 

2-2 

3 

— 

SSP 

29,331 

0-7 

3 

— 

RPI 

18,095 

0-4 

2 

— 

PSP 

2,899 

0 07 

1 

— 

Independents 

1,83,343 

4-5 

39 

— 



RAJASTHAN 


Total electorate 


1,32.44,556 

Total votes polled 


71,58,079 

Percentage of votes polled 


54 04 

Party 

Votes Percentage 

Seats Seats 

polled of 

total 
valid 

contested won 



votes 

polled 

• 



Cong(R) 

34,86,774 

50-35 

23 

14 

Cong(O) 

1,14,384 

1-64 

4 

— 

Swatantra 

10,14,207 

14-65 

8 

3 

Japa Sangh 

8,57,001 

12 38 

7 

4 

BKD 

2,70,813 

3-91 

7 


SSP 

1,74.273 

2-52 

2 

— 

CPI 

34,268 

0 49 

1 

— 

CPI(M) 

45,546 

0 66 

3 


B.H.P. 

73,382 

106 

1 

— 

Independents 

8.54,122 

12-33 

73 

2 


Party 

Votes 

polled 

Percentage 

of 

total 

valid 

votes 

polled 

Seats 

contested 

Seats 

won 

Cong(R) 

19,95,567 

12 51 

9 

9 

Cong(O) 

48,53,534 

30 43 

29 

1 

Swatantra 

14,79.693 

9 28 

9 

,, 

Jana Sangh 

3.944 

0 02 

1 


CPI 

8,66,399 

5-43 

4 

4 

CPI(M) 

2,60,833 

1 64 

6 


SSP 

1.41,605 

0 89 

1 


DMK 

56,22,758 

35 25 

24 

23 

Forward Bloc 

2.08,431 

1 31 

1 

1 

Independents 

5,16,448 

3-24 

27 

1 


Total electorate 

Total votes polled 
Percentage of votes polled 

UTTAR PRADESH 

4,56,96,235 
2,10.92.352 
46 15 

Party 

Votes 

Percentage 

Seats Seats 

polled 

of 

total 

contested won 


valid 

voles 

polled 


Cong (R) 

99,83.298 

48 57 

78 

73 

Cong (O) 

17,65,147 

8-58 

44 

1 

Jana Sangh 

25,24,227 

12-28 

37 

4 

Swatantra 

9,568 

0 05 

3 


SSP 

8,42,868 

4 10 

25 


CPI 

7,60,886 

3-70 

9 

4 

PSP 

47.334 

0 23 

7 


CPI(M) 

39,821 

0 19 

3 


BKD 

Independents & Others 

26,11,118 

12-70 

67 

1 

19,72,222 

9-60 

270 

2 


WEST BENGAL 


Total electorates 2,17,14,745 

Total votes polled 1*37,42,351 

Percentage of votes polled 63 29 


Party Votes Percentage Seats Seats 

polled of contested won 
total 
valid 
votes 
polled 


Cons(R> 



CPI 

Forward Bloc 

PSP 

SSP 

Bangla Cong. 

Jana Sangh 
RSP 

Muslim League 
Independents & Others 


35.98,695 

9,15.147 

44,85,805 

13,80,813 

3,53.179 

1,68,119 

1,12.189 

5.18,781 

1,11.675 

2,66.185 

60,578 

11.95,504 


27-33 

31 

13 

6 95 

34 


34 21 

38 

20 

10 30 

15 

3 

2 68 

10 


1 28 

3 

1 

0 85 

4 


3-98 

14 

1 

0 85 

4 


2 02 

5 

T 

0-47 

2 


9 09 

3 

1 


iContd,) 
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Fifth General Election, 1971 

STATEWISE ANALYSIS OF LOK SABHA ELECTION RESULTS : 

Union Territories 


ANDAMAN & NICOBAR ISLANDS 


Total electorate 
Total votes polled 
Percentage of votes polled 


Percentage 
of total 
valid votes 
polled 


Seats 

contested 


Cong(R) 

Independents 


CHANDIGARH 


Total electorate 
Total votes polled 
Percentage of votes polled 


1,16,500 
7M18 
63 02 


Percentage 
of total 
valid votes 
polled 


Seats 

contested 


Cong (R) 
Jana Sangh 
Independents 


DADRA AND NAGAR HAVELI 


Total electorate 
Total votes polled 
Percentage of votes polled 


GOA, DAMAN AND DIU 


Total electorate 
Total votes polled 
Percentage of votes polled 


4,35,16S 
2,35,105 
50 60 


Party 

Votes 

polled 

Percentage 
of total 
valid votes 
polled 

Seats 

contested 

Seats 

won 

Cong(R) 

58,873 

25 1 

2 

1 

United Goans 

58,401 

24 9 

1 

1 

Cong(O) 

1,782 

0 7 

1 


Independents 

50,566 

21 5 

5 

— 

Loka Paksha 

2,853 

12 

2 


MG 

54,597 

23-2 

I 


MG (Rebel Group) 

8,033 

3*4 

1 

— 

LACCADIVE, 

Total electorate 

Total votes polled 

M1NICOY AND AMINDIVI ISLANDS 

15.072 

Party 

Votes 

polled 

Percentage 
of totil 
valid votes 
’polled 

Seats 

contested 

Seats 

won 

Cony.tR) 

ELECTED iINCONTESTED 



MANIPUR 


Total electorate 

Total votes polled 
Percentage of votes polled 


• 


5.43,407 

2,65,495 

4S-8 

Party 

Votes 

polled 

Percentage 
of total 
valid votes 
polled 

Seats 

contested 

Seats 

won 

Cong (R) 

77,974 

30 00 

2 

2 

Cong(O) 

23,412 

91 

2' 

— 

Independents 

1.06,341 

40 9 

5 

— 

SSP 

13,134 

5 1 

1 

— 

CPI 

38,900 

14-9 

1 

— 


Percentage 
of total 
valid votes 
polled 


Cong (R) 
Cong (O) 
CPl(M) 


Total electorate 
Total voles polled 
Percentage of votes polled 


DELHI 


Seats 

contested 


PONDICHERRY 


20,20,396 
13,14,480 
65 1 


Party 

Votes 

polled 

Percentage 
of total 
valid votes 
polled 

Seats 

contested 

Scats 

won 

Cong(R) 

8,35,673 

64 4 

7 

7 

Cong(O) 

21,398 

16 

5 

— 

Jana Sangli 

3,83.792 

29 3 

7 

— 

Swat antra 

1,279 

0 1 

1 

— 

PSP 

1,188 

0 1 

2 

—. 

SSP 

1,405 

0 2 

2 

— 

Independents 

53.149 

4 1 

40 

— 


Total electorate 
Total votes polled 
^reentage of votes polled 


2.46.789 

1,71,992 

70 


Party 

Votes 

polled 

Percentage 
of total 
valid votes 
polled 

Seats 

contested 

Seats 

wou 

Cong (R) 

1,12,714 

66 3 

1 

1 

Cong(O) 

47.550 

27*9 

I 

— 

Independents 

9,824 

5 7 

2 

— 


TRIPURA 


Total electorate 
Total votes polled 
Percentage of votes polled 


7.03.536 
4,21,470 
59 9 


Party 

Votes 

polled 

Percentage 
of total 
valid votes 
polled 

Seals 

contested 

Seats 

won 

Cong(R) 

1.49,776 

36 3 

2 


Independents 

53.392 

12'9 

2 

' ' '' 

CPI 

27,899 

67 

2 

■ ***,-''' ' 

CPI (M) 

1.79,456 

43-5 

2 

' 2 ' 

Jana Sangh 

2.038 

0 4 

1 
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OUTSTANDING OPPORTUNITIES FOR 

INDUSTRIAL INVESTORS 

, ' ^ 

IN 

‘ 

For Industrial Finance and 

nT 

Offers: 

Information: 

IM 




Favourable Atmosphere for Investment 

NIDC Provides: 


Repatriation of Capital and Profit 

. * LocaJy Indian and -Hard currencies in 


* Availability of Raw materials 

Fixed Assets. 

P 

l ax Holiday for an adequate period 

* Tcehnical & Market laformation and 


consultancy Services. 


* Investmeat Promotion Advice 

A 


Basic Eaeilities in Indvstries in : 


** Balajn Indostrial District, Kathmandn 


* Hetanda Indostrial District (Tcrai Region) 

li 


* Patan Indostrial Estate tLalitpor) 


for information in detaii, please write to: 

. NEPAL INDUSTRIAL 

DEVELOPMENT CORPORATION 

NIDC BniMing, KATHMANDU NEPAI. 



GIVE CONCRETE SHAPE AND STRENGTH TO 

BUILDINGSMROADSBBRIDGESHDAMS 



f Manufactured by: 

CHETTINAD CEMENT CORPORATION LTD., 

Ameojan Street. Madras*!. Phone: 272S6 Grams: "BESTCEMENT” 
Factory: PuHyur (Karur), Trlchy District. Phone: 144 Grams: ••CEMENT* 

n Branches : 34. Marasimharaia Road. Ban9alore>2. Mione: 26329 
t8<tC, Stikcas Lane, Calcutta*I Phone: 22-4986 
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HERE iS A 
GOLDEN 
OPPORTUNITY 


are engaged in the 
manufacture of automobile 
ancillaries, electrical or electronic items,- general 
engineering stores or have machinery capable 
of producing armament components, please 
contact the Officer Commanding of the nearest 
Sample Room immediately — 


^Ordnance Sample 
Room, Exhibition Ground, 
Mathura Road, 

New Delhi 
(Tele : 276020) 


*Ordnance Sample 
Room c/o Ordnance 
Depot, Bombay 
(Tele: 373371/43 


♦Ordnance 
Sample Room 
Ordnance Depot, Atipore, 
Calcutta 
(Tele : 457059) 


♦Ordnance 
Sample Room, 
Industrial Estate, 
Ambattur, Madras 
(Tele: 60477) 


UTILISE YOUR SPARE CAPICITY AND AT 
THE SAME TIME HELP THE ARMED FORCES IN 
ACHIEVING SELF-SUFFICIENCY 
SAVING VALUABLE FOREIGN EXCHANGE 


devp 70/7t8 


Bank of Barojda 

thinks you can pluck the fruit 
before the tree has grown. 

Why don't you join Bank of Baroda's 
People’s Savings Plan? It will earn you 
handsome interest, and yet allow you to 
use a part of your deposit for your 
pressing needs. 

Now for the first time you can withdraw money 
from a Fixed Deposit Account under Bank of 
Baroda's unique People's Savings Plan. .The 
People’s Savings Plan is a 12-month term 
deposit plan with an attractive interest rate. 
You can deposit anywhere between Rs. 500 to 
Rs. 50,000 and also withdraw upto 10% of ypur 
deposit every month, from the third month 
of your term. 

Bank of Baroda 

Head Office Mandvi 

Over 550 Branches in India and abroad. 


Uttar Pradesh M^ets the urges 
of the Common People 

* Special assistance programmes for small 
farmers in backward districts. 

* Exemption on uneconomic holdings upto 
6.25 acres from payment of land revenue. 

* Over 7.28 acres of land distributed to 
landless persons. 

* Government Cement Factory at Dalla 
commissioned. 

* Total installed capacity of power of the 
State raised from 1,310 MW to 1,388 MW 

* Sugar factories set up in the co-operative 
sector. 

* Impetus to agro-based small industries in 
the State. 

* Registration of 4,050 new industrial units 
in the small-scale sector. 

Economic Progress Can Eliminate Economic 
Disparities. 


Issued by the Directorate of Information, 
U.P., Luckmw. 


ApHi i, 1971 

NEW parliament 
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Government Sets Its Sigfhts 


The Mip-TERM poll has indeed brought about a sea-change in 
the complcxioh of the Lok Sabha. With three of the 51^ 
elected seats yet to be hlled^one owing to the election being 
contermanded because of the death of a candidate and two 
due to the election being postponed because of inclement 
weather—the Congress (R) has now 350 members in this 
House, as against only 221 in the dissolved Lok Sabha. The 
total strength of the House is 521; three members are to 
be nominated.^ The Congress(R), thus, has a clear two- 
thirds majority which is necessary for seeing an amendment 
of the Constitution through. It will, therefore, no longer 
have to depend on any opposition vote in this House for 
amending the Constitution. 

In the Rajya Sabha too, the position of Congress(R) 
is expected to improve in the near future. Two Congress(O) 
members in this House have already joined the Congress(R). 
Another Congress (O) member has left the party and now sits 
as an independent member. The expectation is that this 
member too will soon join the treasury benches. Still another 
two Congress (O) members of this House have been elected 
to the Lok Sabha. Whether their places will be taken up by 
some others from this party, it is difficult to say at present. 
As a result of this change in the composition of the Rajya 
Sabha, the Congress (R) should be able to see a constitu¬ 
tional amendment through in this House too, of course, with 
assistance from its allies and some independents. The crucial 
constitutional amendment seeking to abolish the privy purses 
and the special privileges of the rulers of the erstwhile princely 
states, it may be recalled, fell through in the Rajya Sabha in 
December last by one-third vote. 

Nominal Opposition 

The accretion to the Congress (R) strength in the Lok 
Sabha has been at the expense of not only the four- 
party alliance of Congress (O), the Jana Sangh, the Swatan- 
Ira Party and the Samyukata Socialist Party (SSP), but also 
at the cost of the Bharatiya Kranti Dal (BKD), the Praja 
Socialist Party (PSP), the smaller regional groups like the 
Akali Dal and independents. In the new House, the strength 
, of the Congress (O) has been depleted from 65 members to 
a bare 16. The Swatantra Party, which had 35 members in 
the dissolved House, has only eight members in the new 
House. The strength of the Jana Sangh has been reduced 
from 33 to 22 members. The SSP has now only three members 
in the Lok Sabha, as against 17 in the dissolved House. The 
four-party alliance has, thus lost as many as 101 seats in the 
Lok Sabha—they held 150 seats in the dissolved House and 
their present strength is just 49 members. 

The setback to the BKD and the PSP has been equally 
severe. The BKD is now represented in the Lok Sabha by a 
solitary member, as against 10 members in the dissolved 
House. The PSP has lost 13 members out of the 15 it had 
in the previous Lok Sabha. The strength of independents 
and small regional parties too has been reduced from 60 to 
42 members. 

The Communist Party of India (CPI) has lost one seat; 
its present strength is .23 members, as against 24 members 
. in the dissolved House. The Dravida Munnetra Kazhagam 
(DMK) has also lost one seat; it has now23 members in the 
House, as againt 24 in the dissolved Lok Sabha. The only 
all-India party other than the Congress (R) which has been 


♦Of these, one — Mr Frank Anthony — has been nominated since 
the writing of this article to represent the Anglo-Indian community. 


returned in greater strength is the Communist Party-Marxist 
[CPKM)]. It had 19 memlws in the dissolved Hduse. Its 
strength in the new Lok Sabha is‘25 members 

With no opposition party being able to secure in the mid¬ 
term poll one-tenth of the total scats in the Lok Sabha, there 
will be no recognised opposition party in the House. The 
Congress (O) had the honour of being the recognised 
opposition party in the dissolved Lok Sabha« Its leader was 
recognised as the leader of the opposition. The CPI(M) hav¬ 
ing the largest contingent of members among the opposition 
parties now, is the leading opposition group. Its leader, 
Mr A.K. Gopalan, will now be having the honour of initia¬ 
ting discussions from the opposition benches, the task which 
used to be performed by Dr Ram Subhag Singh in the dis¬ 
solved House after the split in the Congress in 1969 and ear¬ 
lier by the leader of the Swatantra group, Prof. N.G. Ranga. 

With the defeat of the leaders of the Congrcss(0) (Dr 
Ram Subhag Singh), the Swatantra Party (Prof, N.G. Ranga), 
the SSP (Mr Madhu Limaye), the PSP (Mr S.N. Dwivedi) 
and the BKD (Mr Prakash Vir Shastri), all these parties 
now have new leaders in the Lok Sabha. Mr S.N. MishVa^ 
the leader of the Congress (O) in the Rajya Sabha bcforie the 
mid-tem poll, who has been elected to the Lower House, 
has taken the place of Dr Ram Subhag Singh. Mr P.K. Deo 
is the new leader of the Swatantra group and Mr Ram Dev 
of the SSP. The leadership of the Congress (R) in the Lok 
Sabha remains with the Prime Minister, Mrs Indira Gandhi. 
So also of the Jana Sangh with Mr. A.B. Vajpayee, of CPJ(M) 
with Mr A.K. Gopalan, of CPI with Mr Indeijit Gupta and 
of DMK with Mr K, Manoharan. 

In the Rajya Sabha. there has been a change in the leader¬ 
ship of the Congrcss(O); Mr S.N. Mishra's place has been 
taken by Mr M.S. Gurupadaswamy. The leaders of the other 
parties and groups remain the same—Mr K. K. Shah of 
Congress (R), Mr Dahyabhai Patel of Swatantra, MrPitam- 
ber Pant of the Jana Sangh, Mr Bhupesh Gupta of the CPI, 
Mr Gure Murhari of the SSP, MrNircn Ghosh of the 
CPI(M), Mr T. Villalan of the DMK and Mr Muika Govinda 
Reddy of the PSP. 

Mr Morarji Desai continues to be the chairman of the 
Congress (O) Party in the two Houses. 


STRENGTH OF VARIOUS PARTIES IN LOK SABHA. 


Dissolved House 

New House 

Congress (R) 

221 

350 

Congress (O) 

65 

16 

Swatantra Party 

35 

8 

Jana Sangh 

33 

22 

CPI 

24 

23 

DMK 

24 

23 

CPr(M) 

19 

25 

SSP 

17 

3 

PSP 

15 

2 

BKD 

10 

1 

Independents and others 

60 

42 

Total 

523 

515* 


* The total strength of the new Lok Sabha is 521. Two seals 
have been reduced as a result of the grant of statehood to 
Himachal Pradesh. Three elected seats are >et to be 
filled. Three other members are to be nominated. 
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ARASU 

CEMENT 

For 

SUPER STRENGTH 

& 

FINE FINISH 

M'm’ ARASU Portland 
Cement manufactured 
to provide lasting 
beauty. The finest raw 
material ami latest 
technology adopted in 
the production of 
ARASU Cement 
make it superfine. 


More & More builders now specify 
“ARASU” Portland Cement. Why not You ? 


TAMIL NADU INDUSTRIAL DEVELOPMENT 
CORPORATION LTD., 

(A Govt, of Tamil Nadu Undertaking) 
150-A, HI Floor, L.L.A. Bldg.. Post Box No. 5205 
MADRAS-2 


Works ; TAMIL NAD CEMENTS, 

Alangulam, Ramanathapuram Dt. 


WE OFFER ATTRACTIVE RATES OF INTEREST 
ON ALL TYPES OF DEPOSITS 


BANKING BUSINESS 
OF EVERY DESCRIPTION TRANSACTED 


At Your Service 

FORSPECUL ASSISTANCE 
TO AGRICULTl'RISTS 
SMALL INDUSTRIALISTS 
AND 

SMALL BUSINESSMEN 


STATE BANK OF BIKANER & JAIPUR 

(Subsidiary of the State Bank of India) 

Head Office : JAIPUR 



U.$.A. U.K., Japan. Australia... 

INDIAN SEAFOODS 

find a place at tables 
the world over 
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The opposition in the Lok Sabha has not only been vastly 
reduced in strength, it has also suffered a sizable setback in 
talent. Particularly missed on the opposition benches will be 
the Congress (OI members Dr Ram Subhag Singh. Mr 
Asoka Mehta, Mrs Sucheta Kripalani, Mrs Tarakeshwari 
Sinha and Mr S.K. Patil; the Swatantra members Prof. 
N.O. Ranga, Mr M.R. Masani, Mr N. Dand«kar, Mr D.N. 
Patodia and MrJS.K. Tapuriah; the Jana Sangh spokesmen 
Mr Kanwar Lai Gupta and Mr Balraj Madhok; the SSP 
representatives Mr Madhu Limaye and Mr George Fernan* 
des; the PSP members Mr S.N. Dwivedi and (’ate) Mr Nath 
Pai; the CPI leader Mr S.A. Dange; the CPI(M) member Mr 
P. Ramamurthi; and the BKD leader Mr Prakash Vir 
Shastri. Most of these' especially, Mr Nath Pai. Mr 
Madhu Limaye, Mr Asoka Mehta and Mr M.R. Masani, 
could raise the level of any debate tremendously and Mr 
Asoka Mehta, Mr Masani, Mr Dandekar, Mr Patodia, 
Mr Tapuriah, Mr Kanwar Lai Gupta, among others, 
contributed a good deal to the debates on economic issues. 

To complete the picture of the new Parliament, it would 
be appropriate to make a mention here of the changes 
effected by the Prime Minister in her Council of Ministers. 
As many as eight Cabinet Ministers, six Ministers of State and 
10 Deputy Ministers of the previous Council of Ministers do 
not figure in the new list. They are. 

(1) Cabinet Ministers; Mr S.N. Sinha, MrG.L. Nanda, 
Dr Triguna Sen, Dr V.K.R.V. Rao, Mr K. Raghuramiah, 
Mr D. Sanjivaya, Mr B.R. Bhagat and Mr Dinesh Singh. 

(2) Ministers of State: Mr Bhakt Darshan, Mr N.S. 
Mahida, Mr Parimal Ghosh, Mr B.S. Murthy, Mr Bhagwat 
Jha Azad and Mr Jaganath Rao. 

(3) Deputy Ministers: Mr S. C. Jamir, Chaudhury Ram 
Sevak, Mr M. R. Krishna, Mr Bishwanath Roy, Mr P. 
Parthasarthy Mr R.S. Panjhazari, Mr Iqbal Singh, Mr 
Bhanu Prakash Singh, Mr R.L. Chaturvedi, and Mr Mohd. 
Yunus Saleem. 

New-Look Cabinet 

From among the dropped Cabinet Ministers, Mr S.N. 
Sinha has taken over as Governor of Madhya Pradesh. All 
the others are members of cither House. Mr D. Sanjivaya has 
assumed the office of the Congress (R) President. 

Two of the dropped Ministers of State, Mr N.S. Mahida 
and Mr Parimal Ghosh were defeated at the polls. Mr Bhakt 
Darshan did not contest. The other three are still the members 
of either Housed ■ 

Five of th&dropped Deputy Ministers too lost in the elec¬ 
tion. They are Mr S.C. Jamir, Mr M.R. Krishna, Mr 
Iqbal Singh Mr Mohd. Yunus Saleem and Mr Bhanu' 
Prakash Singh. Mr Bhanu Prakash Singh in fact, had left 
the Council of Ministers before the dissolution of the pre¬ 
vious Lok Sabha following his resignation from the Congress 
(R). He fought the mid-term poll on the Jana Sangh ticket. 

Five new Cabinet Ministers have been inducted into the 
Council of Ministers. They are Mr Raj Bahadur. Mr Moinul 
Huq Chaudhury. Mr Sidharatha Shankar Ray, Mr H.R. 
Gokhale and Mr Mohan Kumaramangalam. 

A good deal of reshuffling has taken place in the portfolios 
of ministers. In addition to her previous charge of Home 
Affairs, Atomic Energy and Planning, the Prime Minister has 
taken over the portfolio of Information and Broadcasting 
which was held by Mr S.N. Sinha. Mr Raj Bahadur has 
taken over the portfolios of Parliamentary Affairs, Shipping 
and Transport^ replacing Mr K Raghuramiah, Mr Moimd 
Huq Chaudhury has replaced Mr Dinesh Singh as the Mi¬ 
nister for Industrial Development and Internal Trade, Mr 
Sidhaitha Shankar Ray has replaced Dr V.K.R,V, Rao as 
the Minister for Education. Mr Mohan Kumaramanglam 


has taken over the Ministry of Steel and Heavy Engineering, 
replacing Mr B.R. Bhagat. Mr H.R. Gokhale has got the 
portfolio of Law and Justice, which was previously held by 
Mr K. Hanumanthaiya. Mr Hanumanthaiya has gone over 
to Ministry of Railways which was previously headed by Mr 
G.L. Nanda. The Department of Social Welfare which also 
formed the charge of Mr Hanumanthaiya before the dissolur 
tion of the previous Lok Sabha has gone over to Mr Sidhara¬ 
tha Shankar Ray. There is no mention of youth services in the 
new list of portfolios which specifically formed a department 
of the Ministry of Education previously. 

In addition to the portfolios of Irrigation and Power 
Foreign Trade and Company Aflairs which continue unchar¬ 
ged in the independent charge of the ministers of State, Dr 
K.L.Rao, Mr L.N. Mishra and Mr K.V. Raghunath Reddy, 
three new ministries have now been put in the independent 
hands of Ministers of State. These are: (1) the Ministry of 
Labour, Employment and Rehabilitation; (ii) the Ministry 
of Works, Housing the Urban Development; and (iii) the 
Ministry of Communication. The Labour, Employment and 
Rehabilitation Ministry was headed by Mr D. Sanjivaya as 
Cabinet Minister. It is nowheadedby MrR.K. Khadilkaras 
Minister of State. The Works, Housing and Urban DeveloO- 
ment Ministry was in the charge of Mr K.K. Shah along 
with the Ministry of Health and Family Planning. It has 
been put under the independent charge of the Minister of 
State, Mr l.K. Gujral. Mr K.K. Shah retains the Ministry of 
Health & Family Planning. The Ministry of Communication 
which was in the charge of Mr S.N. Sinha along with the 
Ministry of Information and Broadcasting is now inde- 
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pendently held by Mr Shcr Singh who was looking after it 
earlier as Minister of State under the guidance of Mr S.N. 
Sinha. The Ministry of Stpply, which before the election was 
in the independent charge of Mr R.K. Khadilkar, has now 
been put in the hands of Mr Jagannath Pahadia, Deputy 
Minister, who is to take guidance from the Minister for 
Industrial Development and Internal Trade, Mr Moinul 
Huq Chaudhury. 

The following ministers retain their portfolios; 

(a) Cabinet Ministers: (i) Mr Jagjivan Ram (Defence); 
(ii) MrY.B. Chavan (Finance); (iii) Mr F.A. Ahmed 
(Food and Agriculture, Community Development and 
Co-operation); (iv) Mr Swaran Singh (External Affairs), 
(v) Dr Karan Singh (Civil Aviation and Tourism). 

fb) Ministers of State: (i) Dr K.L. Rao (Irrigation and 
Power); (ii) MrL.N. Mishra (Foreign Trade); (iii) Mr Sher 
Singh (Communication): (iv) Mr K.V. Raghunatha Reddy 
(Company Affairs); (v) Mr D.R. Chavan (Petroleum and 
Chemicals); (vi) Mr Niti Raj Singh Chaudhary (Non-ferrous 
Metals); (vii) Mr K.C. Pant (Home Affairs. Electronics, 
Atomic Energy, with the addition of the Department of 
Science and Technology detached from the Ministry of 
Education); (viii) ' Mr R.N. Mirdha (Home Affairs and 
Department of Personnel); (ix) Mr Om Mehta (Parliamen- 
taiy Affairs); (x) Mr P.C. Sethi (Defence Prodution); 

(xi) Mr Anna Sahib P. Shinde (Food and Agriculture) and 

(xii) Mr V.C. Shukla (Finance) . 

Deputy Ministers: (i) Mr K.R. Ganesh (Finance) (ii) 
Dr Sarojini Mahishi (Civil Aviation and Tourism); (iii) 
Mr Mohd. Shafi Qureshi (Steel and Heavy Engineering); 
(iv) Mr K.S.G. Ramaswamy (Home Affairs); (v) Mr Sid- 
dheshwar Prasad (Irrigation and Power); and (vi) Mr 
Surendra Pal Singh (External Affairs). 

Mrs Nandani Satpathy, Minister of State to the Prime 
Minister, has gone over to the Ministry of Information 
and Broadcasting. Mr A.K. Kiskii and Mr Jagannath 
Pahadia, both Deputy Ministers have been shifted to 
the Ministry of Health and Family Planning and Ministry 
of Supply from the Ministry of Education and Youth 
Services and Ministry of Food and Agriculture, Community 
Development and Co-operation, respectively. 

No minister of cabinet rank has yet been appointed to 
head the Ministry of Petroleum, Chemicals, Mines and Metals 
(now known as the Ministry of Petroleum, Chemicals and 
Non-ferrous Metals). Mr Sidharatha Shankar Ray is also 
looking after the Department of Culture at present in the 
absence of any other minister to look after it. The Presiden¬ 
tial order stating the allocation of business in the different 
ministries and departments has not been issued. This has 
particularly affected the work in the Department of Mines 
and Metals. Non-ferrous metals are being looked after by 
Mr Niti Raj Singh. Who is specifically in charge of iron ore, 
manganese and coal mining, it has not yet been clarified. 

The reconstituted Lok Sabha assembled for its first 
session on March 19. The formal inauguration of the House, 
however, took place on March 23 when the Rajya Sabha also 
assembled in a joint session with the Lower House to hear 
the customar>' Presidential address which outlines the pro¬ 
gramme of the government for the session. The period be¬ 
tween March 19 and 23 was utilised by the Lok Sabha for the 
administration of oath to the elected members and for the 
election of .the Speaker. Following the healthy prcccndent of 
rc-electing the previous incumbant to the ofRco of Speaker 
if he is returned by the electorate to the House, Mr G.S. 
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Dhillon has been duly installed in the Speaker's chair. Mr 
G.G. Swell has, similarly, been elected as the Deputy 
Speaker. 

Outlining the new ^vernment’s policy, President Giri 
in his address to the joint session of the two Houses (see 
full text in Annexure 1) mostly repeated what the ruling party 
had said in its election manifesto. “The government”, he 
indicated, “will soon frame specific policies and programmes 
arising out of the mandate of the electorate”. 

Priorities Listed 

Among the pressing problems which needed to be tackled 
on a priority basis, the President listed the following: (i) 
the unemployment problem, (ii) the land reforms issue, 
(iii) the amelioration of the misery of the poor, (iv) the 
raising of production both in the industrial and the agricul¬ 
tural sectors, and (v) the curbing of violence and communal 
tendencies. 

The President hinted that a mid-term appraisal of the 
fourth Plan would be made soon to enable the government 
to reorientate it with a view to raising the pace of investment 
in the economy as well as for reinforcing the Plan in order 
to contain unemployment.. (With the resignation of the 
Deputy Chairman and the members of the Planning Com¬ 
mission, the mid-term appraisal of the fourth Plan probably 
will have to aw'ait the reconstitution of the Commission). 

Dwelling at some length on the unemployment problem, 
the President observed that the crash scheme for rural employ¬ 
ment which is to be implemented with the commencement 
of the financial year 1971-72, would form the nucleus *of a 
comprehensive programme for the expansion of employment. 
The programme would be linked to schemes for raising the 
productivity of agriculture. It would, thus, include cons¬ 
truction and renovation of minor irrigation sources, provi¬ 
sion of link roads to villages and making available of basic 
amenities such as drinking water supply. The problem of the 
educated unemployed, the President stressed, would also 
receive special attention. 

In regard to land reforms, the President indicated that 
since this subject fell within the legislative competence of state 
governments, the union government could only press the 
state governments for action with a view to promoting a 
more equitable agrarian structure. The states would be asked 
to undertake further legislation to give security of tenure, to 
reduce rents and ceilings and to'restrict exemptions. The 
union government, the President declared, would also pursue 
the objective of imposing a ceiling on urban property. 

The opening of new vistas of employment and promoting 
of a more equitable agrarian structure should help in the 
amelioration of the misery of the poor. But certain other 
specific steps were also hinted by the President with this end 
in view. The more important among these are: (i) exten¬ 
sion of credit facilities for productive purposes to areas and 
classes hitherto neglected; (ii) extension, on a priority basis, 
of electricity to rural areas, particularly for lift i/rigation, 
and (iii) clearance and improvement of slums. 

Five steps were enumerated by the President for raising 
production. These were: (i) appointment of task forces to 
remove obstacles that come in the way of the speedy imple¬ 
mentation of investment programmes, both in the public 
and the private sectors or industry ; (ii) extension of new 
technology in agriculture to dry farming and to new crops and 
areas which have not been covered so far; (iii) holding 
consultations with the leaders of trade unions and manage^ 
ments in order to evolve sound industrial relations and to 
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Storey of a 
momentous period 
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For further details please write to: 
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Issued hy the 

Department of Information, Public Relations & Tourism, 
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Mcitre productivity consists with a fair deal for labour; 
($v) aoceimting of chatiges in the structure and faneticming 
of admiaiatrative apparatus With a vkw to expediting deci¬ 
sion making, ensaring effective delegation of powers and res- 
ponsibilities and for streandining nnancial procedures; and 
(v) devtding of si^al attention to building up of a well- 
equipped managerial cadre for both the public and the 
private setxors. 

The President also indicated that a national plan for the 
ai^catjon of science and technology for development would 
be drawn up and executed by the new government. He yiaHf* 
a sp^ial menUon in this regard to the setting up of the Elec¬ 
tronics Commission to ensure balanced development of the 
electronics industry which can foster the devdoiunent of the 
entire economy in a big way. 

Referring to violence and communal tension in some 
parts of the country, the President expressed the govern¬ 
ment’s determination to overcome the two evils and reitera¬ 
ted that lavidessness and politics of murder and assault would 
be rooted out. He felt heartened that the conduct and the 
results of the recent election in West Bengal had clearly 
indicated a reaffirmation by the people of their faith in 
democracy. 


to Saudi Africa. ‘’As mehtidned in the Lusakti declaration”, 
he said, "we should like the Indian Ocean area to be a xone 
of peace, free from military confrontation and rivalries of 
great powers.” 

The President also expressed concern at the deterioration 
in the situation in Indo-China and expressed the view that the 
best solution to this problem would be an intemationid 
agreement or convention signed by all the great powers and 
others interested in the region. 

l^e President welcomed the recent agreement between 
the Federal Republic of Germany and the governments of ihw 
USSR and Poland. He expressed gr«it resentment at the 
attitude of the Government of Pakistan during the recent 
hijacking of an Indian Airlines’ plane and its eventual des> 
truction. 

Referring to the West Asian situation, the President 
hoped that a positive response would be made to the series of 
initiatives recently taken by the UAR showing its eameitt 
desire to implement the November 22, 1967, resolution of thh 
Security Council. The President reaffirmed the union govern¬ 
ment’s resolve to steadfastly pursue the policy of non-align¬ 
ment. 


In the field of external relations, the President noted with 
concern the setting up of military bases by outside powers 
in the Indian Ocean and the proposed sale of arms by Britain 


Another important announcement made by the President 
was that the government’s determination to abolish the ju-ivy 
purses and special privileges of the rulers of erstwhile princely 
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stfttes through appropriate constitutional means remained 
unaltered. 

Both the general and the railway interim budgets for 
1971-72 (see I^. 599, 600), which have been presented to 
Parliament because of not enough time l^ing available for 
drawing up full-fledged budgets, envisage sizable deficits at 
the existing rates of taxation, passenger fares and freight 
rates. Regular budgets are proposed to be presented in 
May. 

The Finance Minister, Mr Y.B. Chavan, indicated (see 
Annexure 11) that at the existing rates of taxation, the revenue 
budget for 1971-72 would show a surplus of Rs 114 crores. 
But since the capital account was expected to show a deficit 
of Rs 354 crores, there would be an overall deficit of Rs 240 
croresi. The overall deficit can be expected to increase as the 
government proposes to step up the Plan expenditure sub- 
tantially; the current estimates provide for higher assistance 
for state Plans but keep the central Plan proper at the same 
level as in the budget for 1970-71. It was in this context that 
the Finance Minister observed that with a view to containing 
the overall budgetary deficit, “the task of widening and 
deepening the resources base will have to continue”. 

Decline in Foreign Aid 

At the existing rates of taxation, the total tax revenue in 
1971-72, Mr Chavan indicated, would be Rs 3,403 crores. of 
which the share of the states would be Rs 850 crores. The 
non-tax revenue, excluding food aid and PL 480 revenue 
grants, was expected by him to increase from Rs 908 crores 
this year (1970-71) to Rs 966 crores next year (1971-72). While 
receipts under market loans and small savings would show 
an increase, receipts under external assistance were expected 
to show a significant decline from Rs 518 crores this year to 
Rs 421 crores next year. The major part of decline, the 
Finance Minister said, was accounted for by receipts under 
PL 480. The next receipts from non-project and project 
assistance, he indicated, were also likely to decline from Rs 
355 crores in the revised estimates for 1970-71 to Rs 324 crores 
next year. 

On the expenditure side, the normal administrative ex¬ 
penditure, Mr Chavan said, would show next year an in¬ 
crease of Rs 15 crores over the current year’s level. An 
additional provision of Rs 65 crores was being made for ex¬ 
penditure on defence, both revenue and capital, as compared 
to the budget provision for 1970-71. The provision of Rs 
50 crores for employment-oriented schemes was for the tinie 
being treated as outside the Plan. Excludihg this, the provi¬ 
sion for the Plan in the next year’s budgctwould be Rs 1,980 
crores, representing an i ncrease of Rs 74 ciores over the budget 
estimate for the current year. This entire increase was by 
way of Plan assistance to state governments and the union 
territories the provision for which was being increased from 
Rs 711 crores in 1970-71 to Rs 785 crores in 1971-72. The 
provision of Rs 1,196 crores for the central Plan was at the 
same level as the budget for the 1970-71 year, though in re¬ 
lation to the likely expenditure, the interim provision would 
represent a significant increase. The central Plan provision 
is expected to be stepped up substantially when the full bud¬ 
get is presented in May. 

The revised estimates for 1970-71, indicate that this year 
would close with an overall deficit of nearly Rs 230 crores, as 
against the budget estimate of Rs 227 crores. This is despite 
the fact that the tax revenues, particularly revenues from in¬ 
come and corporate taxes, are expected to show some im¬ 
provement over the budget estimates. The revised estimate 
for 1970-71 puts the total tax revenue at Rs 3,198 crores, 
as against the budget estimate of Rs 3134 crores. There is 
also expected some improvement in the non-tax revenue 


but the increase in the revenue leeeipts ate expected to be 
offset by a reduction of about Rs 26 crores on the market 
loans and nearly Rs 50 crores under external assistance. The 
non-Plan expenditure is expected to show a sizable in¬ 
crease whereas the contribution of public sector enterprises 
to the budget is expected to be much lower than anticipated. 
The loans to some of these enterprises for meeting their cash 
loss and working expenses were mso expected by the Finance 
Minister to be Rs 30 crores larger than what was provided 
in the 1970-71 budget. 

Mr Chavan expressed disappointment on two specific 
counts. The first was the continuing large overdrafts by the 
states with the Reserve Bank despite the special accommoda¬ 
tion given to them. The second was the significant shortfall 
in Plan outlays in the last two years. He said that many of 
the industrial projects in the central Plan notably the Bokaro 
steel plant, the fertilizer plants and the petrochemical com¬ 
plex had not been able to get into stride as rapidly as was 
expected. 

The President in his address to the joint session of 
the two Houses and the Finance Minister expressed satis¬ 
faction that food output in the 1970-71 agricultural year 
would show an improvement of 5.5 million tonnes over the 
last year. This would help in arresting the uptrend in prices. 
They expected the industrial production in 1970-71 to in¬ 
crease by about six per cent over the previous year and ob¬ 
served that much remained to be done in this field. Mr 
Chavan also cautioned that the production of industrial raw 
materials too would have to be stepped up substantially. 
He indicated a larger role for joint ventures in the industrial 
sector. 

Mr Chavan expressed disquiet ove^ the price situation 
in general (although food prices, he pointed out, had started 

(Over to page 60S) 
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For us, at Syndicate Bank, it is unlimited 
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Whenever you ride in a bus or a taxi, a car or 
a lorry, on a scooter or a bicycle, it ia tyrecord 
that moves you forward speedily, smoothly, 
and safely. Century Rayon tyrecord has been 
acclaimed by tyre manufacturers as equal 
to the world's best, and is being used in all 
descriptions of light and heavy-duty tyres. 


CENTURY RAYON 
HELPS KEEP INDIA 
ON WHEELS. 


Century Rayon, in order to meet the growing 
needs of tyres in India, has doubled its 
annual production of tyrecord. It has raised 
' Its annual production from 2.3 million kgs. 
to 4.6 million kgs. This production goes into 
50% of the total tyres manufactured in 
India. Remember Century Rayon the next time 
you go for a ride or a drive. 
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Industry House, Churchoste RiCtomotiOlW 





81 «CnONWM»ER 5 W 

C»:NEBI«< BI^ AT A GUme . 
fteMMn AnMnt 


(laeromofrapen) 




RECEIPTS 



Budget 

1970-71 

RaviMd 

1970-71 

Ru laet 
1971-72 

1. 

I 

JixJUmute 








Oistoms Duties 

Union Excise Duties 
Corporation Tax 

Taxes on Income 

Estate Duty 

Wealth Tax . 

Other Taxes and Duties 

• • 

. 


465 00 
1812 75 

342 00 

436 75 

7 50 

18 00 

52 13 

487 62 

1805 24 

365 00 

460 00 

7 00 

16 00 

56 64 

480 00 

1951 17 

395 00 

480 00 

700 

30 00 

59 95 




Total .. 

•• 

3134 13 

3197 50 ” 

3403 12 

2. 

Ntm^ax Jtevenuf 








Debt Services. 

Currency and Mint 

Other non^tax Revenue* 


. 


61127 

98 07 

190 41 

630 12 

99 36 

219 88 

662*47 

124 24 

203 9f 




Total . 

•• 

899 75 

^9T6"‘^ 

990 62 

3. 

Total Gross Revenue 

. 

. 

•• 

4033 m " 

4146 86 

4393 74^ 

4 

JLess-^iates* Shares 





. 



Union Excise Duties 

Taxes on Income 

Estate Duty . 

.. 

. 

•• 

388 42 

348 30 

7 17 

390 04 

3J9 09 

6 30 

422 85 

420 77 

6 70 




Total .. 

•• 

743 s” 

755 43 

830 32 

5. 

Net^Centre*i Revenue 

. 

. 


3289 99 

3391 43 

3543 42 










*InGlu<)es PL 480 grants and food aid amoating to Rs 41 crores in RE 1970>71 and Rs 24 crores in BE 1971 <72 



Csj^tal Aceount 



((ncTomorruiMm) 


RECEIPTS 

Budget 

1970-71 

Revi*ied 

1970-71 

Budget 

1971.72 

1. Market Loan 





Gross Borrowings 

Repayments 

• . 

433 00 

239 30 

427 39* 
291 30 

300 00 

332 10 

Net Borrowing 

. 

J6I 70 

136 29 

167 90~ ' 

2. Externa! AM {Other than P1 480 





Gross Borrowings 

Repayments 


600 00 

200 23 

550 00 
195 46 

340.00 

216-23 

Net Borrowing 

. 

399 75 

354 54 

323 77 

3. PLAWAid 





Dollar Credit. 

Rupee Loans . 

ft 480 Deposits (net) 

. 

84 00 

35 00 

13 27 

81 37 

SO 00 
(-19 59 

74 00 

12 00 
(—>13 04 


Totai 

,, narT’ 

121 78 

72 96 

4, Repayments of loans and advances 

. 

823 00 

930 00 

MO 00 

5. Other fterns (net) 

(/) Small Savings 
(tit Other Receipts 

«• •• • 

140 20 

164 79 

145 30 
416 96 

135-40 

299 36 


Total-Opital RkaiPTs 

182371 

2104 87 

1949 $9 







Ri IS atom of ad hoc titanin hills eonvcttsd into dated secantiea. 
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GENSHUL BUDGIT AT A 

BtveMtt Afiwmt 

DISBURSEMENTS Budget 

1970f7I 


(In cftm Hiin^pm} 


Revised 

1970-71 



1 . Civil £KptmUtuie 

Colicctron of Taxes and Duties . 

Debt Services. 

Administrative Services . 

Social and Developmental Services. 

Muhi-purposc River Schemes* etc. 

Public Works, etc. . 

Transport and Communications . 

Curreno and Mu t . 

Mijcellanious , 

Contributions and Miscellaneous Adiustments* 
Hxtraordmuf} lums. 

Total—C ivil Fxpendituie . 

2 . Defeme I.xpendituie {Net) ■■ •; 

3 Grants-in-aid to States and Union Tcrntoi les with Legislature 

TotaU . 

Surplus on Revenue Account 


48 55 

48 08 

50 88 

597 48 

60391 

• 648 39 

189 70 

200 93 

230 66 

319 85 

313 72 

360 62 

14 56 

15 17 

20 43 

42 63 

39'80 

42 71 

20 80 

21 60 

2t 62 

26 00 

26 92 

28-35 

221 26 

234 30 

223-13 

10 77 

13 07 

13 45 

6 64 

6'60 

6-62 

1498 24 

1524 10 

1646 86 

1017 84 

1039 89 

1079 23 

636 10 

629.30 

703 13 

3152 18 

3193 29 

3429 22 

137 81 

"”198 14 

114 20 


•Excludes grants-m-aid to States and Union Territories with Legislature shown separately. __ 

ilnciudes a Plan provision of Rs 494crQies in Budget Estimates 1971-72 as against Rs43 7crorcs in the Revised Estimates for 1970-71. 


Capital Accoant 


(In crores of rupees) 


DISBURSEMENTS 


Budget Revised Budget 

1970-71 1970-71 1971-72 


A. CIVIL LXPINDIIURE 

1. Social and Developmental Services 

2. Multi-purpose Rivci Schemes, etc 

3. Public Works, etc 

4 IranspoTl and Commiinjcat ions , 

5 Cuncncy and Mint 
6. Miscellaneous 


348 87 322 30 "’18 53 

71 25 59 40 59 17 

92 64 79 85 90 78 

28 71 23 32 30 31 

12 03 184 28 9 05 

(~)29 15 14 88 «~-)l4 42 


Tcjial—O viL Expenditurf 


524 35 684 03 393 42 


B. Posts and Telegraphs 
C Railway Capital Outlay 

D. Defence Capital Outlay 

E. Loans and Advances- 

I Slates and Union Territories 
2. Otheis . 


35 00 

15 80 

27 60 

150 00 

126 10 

151 00 

133 67 

142 94 

162 43 

878 25 

1039 49 

948 48 

467 19 

524 22 

^21 16 


To IAL Loans and Advanci s 


1345 44 1563 71 1569 64 


TorAl^ CAPITAL DlSBURSliMFNrs 


2188 46 2532 58 2304 09 


Deficit on Capital Account 
Overall Deficit 


364 75 427 71 354 50 

226.94 229 57 240 30 


RAILWAY BUDGET AT A GLANCE (it,crot«cf rupee*) 



Actuals 

1969-70 

Modified 
budget 
estimates 
1970-71 
(as passed) 

Revised 

estimate 

1970-71 

Budget 

estiinate 

197J-72 

Gross Traffic Receipts r. * i • 

Ordinary Revenue Working Expenses (Net) i.e. after taking 
credit for recoveries ^ ^ ^ 

Appropriation to Depreciation Reserve Fund from Revenue 
Appropriation to Pension Fund r • 

Net Miscellaneous Expenditure including cost of Works 
chatged to Revenue) 

951.28 

6S4 94 
95.00 
10.00 

14.78 

1,009.00 

700.99 

100.00 

15.00 

16.54 

1,004.00 

731.76 

100.00 

15.00 

15.12 

1,044.00 

765.44 

105.00 

IS 00 

17,91 

Total 

' 804.72 

832.53 

861.88 

903.35 

Net Railway Revenue 

Dividend to General Revenues 

Net Surplus (-j-)/Shortfall (—) 

Operating Ratio 

146.56 

156.39 

—9*83 

83.0% 

176.47 

167.09 

49.38 

80.9% 

142.12 
■ 165.81 
—23.69 
84.3% 

1- 












m 




l^jBCnON HUMBER 



The Seed Com: There is one quick 

way of bringing a farm to an end, and that 
is to rob the fanner of his seed com. Out 
of each harvest, a farme* must put by a 
percentage of his com to plant again in 
the next season. And if he has to expand 
and to plant new fields, then he most retain 
more and more of his crop to have more 
finri more seed com. 


Profit is the seed com of industry. As the 
com grows and the seed increases, so pro¬ 
fits flow out of industry. They are not a 
weed, to be scythed by the scythe of taxa¬ 
tion or to be eradicated by the hoe of 
nationalization. They arc the measure of 
an industry’s efficiency. They are the new 
power generated by that industry for the 
creation of further industries. 


TATA enterprises 
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coming down) and stressed tluit ^‘vigorous mmures" wouM 
liave to be taken to ensureatability. He hinted at an “active 
policy of restraint on wages and tnoHnes" once without this 
^Ve cannot avoid a pcieie ^iral’^. 

As regards bidance of payments, Mr Chavan mentioned 
our fulfilment of obligations to the International Monetary 
Fund but added that “there is no room for complacency” 
because of little improvement in the reserves position. “Much 
greater and continuing effort on a wide front would also be 
necessary if the target of seven per cent per annum increase 
in export earnings set in the foura Plan is to be realised year 
after year," he stressed. 

Mr Chavan also spoke of the measures being taken to 
contain unemployment. His observations in this regard 
were practically on the same lines as those of the President in 
lus address to the joint session of the two Hotises. 

Railways : Disquietiag Trends 

The interim budget of railways revealed equally dis> 
quieting trends. The 1971-72 deficit at the current passenger 
fares and frei^t rates is expected to be as large as 
Rs 33.12crore8. A rise in passengw fares as well as frdght 
rates, therefore, can be expected in May when the regular 
budget is presented. 

With a view to meeting its liability of dividend to the 
general revenues the Railway Minister, Mr K. Hanuman- 
thaiya, indicated (see Annexure Ill) that the railways would 
have to raise a loan from the central exchequer. A fresh 
loan would also have to be raised for meeting developmental 
expenditure.' At the end of 1971-72- the total indebtedness 


of nUlways to the general revenue, the Minister estimated, 
would go up to as much as Rs 133.60 ciorm. 

At fte existing levels of passeagm' fares and freight rates 
the gross receipts of railways ini 1971-72 are estinwted at 
Rs 1,044 crotes — Rs 40 crores more than in 1970-71. The 
revenue expenditure is estimated at Rs 903.35 crores. The 
dividend to general revenue will have to be raised to Rs 
173.77 crores due to increase in the capital-at-charge. 

The poor performance of railways in 1970-71 is clear 
from tlM fact that the revised estimates from the year show a 
deficit in the budget as against a suijdus. The original esti¬ 
mates for 1970-71 forecast a surplus of Rs 22.38 crores. 
Whra some proposals were dropped by the then Railway 
Minister Mr G.L. Nanda, the deficit amounted to Rs 9.38 
crores. Now there is expected to be a shortfall of Rs 23.09 
crores. 

Most of the losses of the railways, Mr Hanumantbaiya 
stressed, were due to a significant drop in goods traffic (though 
the passenger traffic had shown an improvement), ffie un¬ 
satisfactory law and order situation and the mounting costs. 
The railways, he pointed out, had no control over several 
factors affecting their operations. He, however, pointed out 
that they, on their part were doing whatever was possible 
to improve their financial position. They were making 
concerted efforts to attract high-rated traffic and for effect¬ 
ing savings in expenditure. 

The two interim budgets were adopted by the two Houses 
after brief debates. Votes-on-account were' passed for four 
months. 



REGULAR MONTHLY INCOME 
From your FIXED DEPOSITS 



Come CO PNB, Put your money in SPECIAL 
FIXED DEPOSIT. Your deposit amount of 
Ks. 4.800 put in PNB for a period of 24, 37 and 
61 months will get you a fixed and regular 
monthly income of Rs. 26. Rs. 28 and Rs. 29 
respectively. For higher income you may 
deposit multiples of Rs. 4.800. When this 
interest income is credited every month to 
your Savings Account, you earn interest on 
Interest. Thus. PNB helps you to balance your 
budget. 

Yet another scheme from PNB! 

Under “AUTOMATIC EXTENSION SCHEME” 
your fixed deposit is automatically renewed 
with no loss of Interest for any period. Your 
time is saved and inconvenience too! 

V 

For details please contact the nearest branch 
of PNB. We have over 715 branches all over 
India. 


PINJAB 

naubnal 

BANI 

to tN service of the ntcloe itoce 1895 
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Ann«xtir« I 

Text of President Qirl’s AddrMO 


Members of Parliament, h 

It gives me pleasure to address this joint session of the 
fifth Parliament of our republic and summon you to new 
endeavours. 

The general election has once again demonstrated that 
durable political power in a democracy has only one source— 
the people. It has proved the people’s confidence in them¬ 
selves and their faith in the processes of democracy. 

Our people have made their choice. They have asserted 
their sovereignty through the ballot box. And theirs is 
massive mandate for change, peaceful change that must swift¬ 
ly and visibly alter the picture of poverty and alienation in 
our land. 

We have begun this work. But now we have to address 
ourselves afresh to evolving perspectives, policies and prac¬ 
tices even more closely and concretely related to the needs 
of our people and our times. 

My government has been returned to office on the clear 
pledge that the central objective of our policy must be the 
abolition of poverty. To achieve this, my government is 
firmly committed to implementing the economic and social 
transformation outlined in the manifesto which has received 
such overwhelming support of the electorate. 

The government will soon frame specific policies and 
programmesarisingoutof the mandate of .the electorate. 
A mid-term appraisal of the fourth Plan will be made. This 
appraisal will enable us to review and reorient the Plan in 
order to increase the pace and effective use of investment in 
the economy. As part of this exercise, government will also 
identify the specific directions in which developmental pro¬ 
grammes could be further reinforced in a determined effort to 
deal with the problem of unemployment. The crash scheme 
for rural employment which is to be implemented from the 
commencement of the next financial year will form the nucleus 
of a comprehensive programme for the expansion of employ¬ 
ment. This programme will be linked to schemes for raising 
the productivity of agriculture. The construction and renova¬ 
tion of minor irrigation sources and the provision of basic 
amenities such as drinking water supply and link roads will 
form part of this programme. The problem of the educated 
employed will receive special attention. 

Land Reforms 

My government is convinced that land reforms arc vi¬ 
tal for the promotion of an egalitarian social order and for 
maximising agricultural production. In recent months, vari¬ 
ous issues relating to land reforms have received special atten¬ 
tion of my government. A Central Land Reforms Commi¬ 
ttee under the chairmanship of the union Minister of Food 
and Agriculture has been set up. As a result of the lead pro¬ 
vided by the Government of India, states in which interme¬ 
diary tenures have not been completely abolished have taken 
steps to do so. Further legislation has been introduced in 
some states to give security of tenure, to reduce rents and ceil¬ 
ings and to restrict exemptions. 

While recognising that land reforms come within the 
legislative competence of the states, my government will 
continue to press the state governments for further action in 
promoting a more equitable agrarian structure. Simultane¬ 


ously the govonment will pursue the objective of imposing a 
ceiling on urban property. * 

\ Extension of credit facilities for reductive purposes to 
areas and classes hitherto n^ilected is one of the important 
objectives of my government. A eoraprdiensive credit 
guarantee scheme has been.laundhed recently. A Credit 
Guarantee Corporation has been set up under the auspices of 
the Reserve Bank of India. As from April 1, 1971, small 
loans given by commercial and co-operative bank offices will 
be eligible for guarantee by the corporation to the extent of 
about 75 per cent of the loans advanced. The increasing 
attention paid by the banks to the genuinen^s of productive 
enterprises, including those of agriculturists wlmse main 
resort earlwr was to money-lenders, is one of the striking 
new developments which have served to concretise the 
benefits of nationalisation for the small man. 

Government also attaches high priority to the extension of 
elecricity to rural areas and, in particular, to the utilisation of 
electricity for lift irrigation. The im^ementarion of rural 
electrification programmes has been aji^teciably accelerated: 
2 -66 lakh pumpsets were energised in the first year of the 
Plan and this tempo has been stepped up in the current year. 
The Rural Electrification Corporation has begun well with 
the sanction of schemes of the value of about R$ 70 crores. 
This programme will be pursued with increasing vigour. 

The Urban Poor 

My government is keenly aware of the intolerable living 
conditions of the urban poor. The clearance and improve¬ 
ment of slums and rehabilitation of slum dwellers will figure 
prominently in the agenda of economic and social reforms 
which my government has in view and larger resources will be 
canalised for this purpose. The Housing and Urban 
Development Finance ^rporation has been set up recently 
and will become an important agency for the augmentation 
of housing facilities in metropolitan centres and urban 
areas. 

Simultaneously, efforts to improve rural housing condi¬ 
tions will be given fuller consideration. The aim is to allot 
building sites to landless workers on a larger scale, to legislate 
for the conferment of homestead rights and to assist in the 
construction of decent, liveable houses for the rural popula¬ 
tion. This will necessarily have to be a joint programme of 
the state and central governments. 

My government also proposes to:— 

(a) appoint task forces to remove obstacles that come 
in the way of the speedy implemmitation of invest¬ 
ment programmes in the public and {urivate sectors 
of our industry and to step up the rate of industrial 
production; 

(b) extend the new technology in agriculture to dry 
farming, to new crops and to new areas which have 
not been covered so far. Research and extension 
programmes for a faster growfii in the output of 

* fibres and oilseeds which are articles of mass con¬ 
sumption will be intensificid; 

(c) consult leaders of trade unions imd masi^meiits in, 
order to evolve soimd industrial rriatiomi in 
secure increased productivity 
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•P.C.E.*34 

MELTED 

mCH ALUMINA 
CEMENT 

We have been supplying to our Clients 
in the Past 

NOW WHITE HIOH ILUHINI CEMENT WITH 
P.C.E. 34 «IL, 0, 

Over 72% can also be made available 
as well as 

REFRACTORY CEMENTS TO BRITISH. 
RUSSIAN AND 
AMERICAN SPECIFICATIONS, 
insulating Bricks for Fuel Economy. 
Slllimanite Bricks and Mortars. 

B.F.C. High Temperature Castable - for 
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B.F.C. High Temperature Cements and 
Mortars. 

Acid Resisting Bricks and Cements. 
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MINERALS: Oiaspore, Pyrophylite, 
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THE WORU) OVER 

Any job that needs the use of hand tools can be 
done more efficiently, more quickly with Oowidat 
and Everest Hand Tools. Precisely engineered 
from best quality Steel, these tools are the choice 
of discriminating mechanics all over the world I 

■ Double-offset Ring Spanners ■ Adjustable Spannere 

■ Double-ended Spanners ■ Pipe Wrenches ■ Pliers and 

many more • — 

Made to original German standards by: 

HINDUSTAN OOWIDAT TOOLS LTD, 

Uco Bank Bldg., Parliament Street, New Oelhi-1. 
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deal for labour. Improvement m industrial relations 
is as vital as capital and technology for increasing 
output r 

(d) accelerate changes in the structure and functioning 
of administrative apparatus, expedite decision 
making, ensure effective delegation of powers and 
responribilitics and streamline financial procedures; 
and 

(c) devote special attention to building up a well-equip¬ 
ped managerial cadre for the public and private 
sectors. 

The economy recorded growth almost at the planned 
rate in 1969-70, and it is likely to repeat this performance in 
the current yean A good harvest for the fourth year in 
succession is expected, raising the foodgrain output to 105 
million tonnes— 5 .5 million tonnes more than last year. The 
wheat revolution is by now an accomplished fact. Our agri¬ 
cultural scientists have released a number of high yielding 
varieties of rice. The response of farmers to the new techno¬ 
logy is limited only by our capacity to reach them effectively. 

However, the improvement in the food situation will 
at best be a reprieve. The results of the new census will be a 
grave reminder that the family planning programme has to be 
pushed forward with much greater vigour. This programme 
can only be fulfilled if it becomes a movement. The small 
family must speedily become the accepted social norm. 
Indeed family planning should be regarded as a vital element 
in the gigantic task of social transformation that lies ahead. 

Spiralling Prices 

While the general outlook for the economy is hopeful, 
my government is aware that the level of price.s in recent 
months has caused some concern. The wholesale price index 
is now approximately 3.4 per cent higher than the level about 
a year ago. But it is important to note that amidst this pres¬ 
sure on prices the foodgrain prices have declined by about 
6.5 per cent. The government has therefore sought to keep 
the rise in prices in check by arranging larger imports of 
commodities in short supply while taking steps to increase 
their internal production. 

My government intends to draw up and execute a na¬ 
tional plan for the application of science and technology to 
development. This plan will be intimately related to and 
indeed largely derived from our socio-economic plan. An 
important featutc of such a plan will be the preparation of 
detailed programmes in a few high priority areas of national 
endeavour in which science and technology play an important 
part. 

The government has set up an Electronics Commission 
to ensure balanced development of the electronics industry. 
The commission will concern itself with research, develop¬ 
ment and industrial operations in the field of electronics. 

My government is anxious that rapid economic develop¬ 
ment should not lead to the pollution of air, water and soil. 
There should be rational management of our natural resour¬ 
ces taking care not to upset the ecological balance in nature. 

The persistence of communal tension in some parts of 
the country and the occasional ISaringup of violence constitute 
a threat to our secularism and democracy and to the basic 
values of civilised life whidi we cherish. The government 
is determined to ov^ome this danger. This problem needs 
to be Seated as nattonal task to ensure national survival 

In tthe leoent past, violcnee has grown in West Bengal 
The m'uirierof Mr Hetnanta Rumar Basu, one of our oldest 


and most dedicated colleagues in the freedom movement, and 
of other political workers has shocked us all Nevertheless the 
conduct and results of the recent elections in West Bengal 
clearly indicate a reaffirmation by the people of their faith in 
democracy. 

My government reiterates its unqualified determination 
to root out lawlessness and to eliminate the “politics"oF 
murder and assault. Simultaneously my government intends 
to accelerate the programme for the improvement of Greater 
Calcutta with the help of public and private investment. The 
Calcutta Metropolitan Development Authority has begun its 
work. The Industrial Construction Corporation is about 
to be launched. Other development works are also being 
undertaken in West Bengal. 

The West Bengal Land Reforms (Amendment) Act was 
passed in July 1970, whereby the Bargadar's share of the crop 
was increased and his right to cultivate land made secure and 
heritable. A Presidential Act has been enacted recently to 
reduce the ceiling and fix it in terms of the family as a unit. 

You are aware that orders or the derecognition of the 
rulers of former Indian states were declared inoperative by 
a majority Judgement of the Supreme Court. However, 
government's resolve to abolish by approriatc constitutional 
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measures the privy pui*scs and privileges of rulers remains 
unaltered. 

Hope and despair continue to co-exist in the larger 
world around us. There has been a relaxation of tensions 
between western and eastern Europe. Wc welcome the sign¬ 
ing of the agreement between the Federal Republic of Ger¬ 
many and the governments of the USSR and Poland. But 
the situation in south-east Asia and west Asia has worsened. 

Troubled lodo-China 

The situation in Indo-China has deteriorated further. 
Ever widening areas are engulfed in war embracing Cambodia 
and Laos. This is inconsistent with the interests of peace. 
We have urged restraint and pressed our view that the only 
solutiop lies in a peaceful and negotiated settlement within 
the broad framework of the Geneva accord. It is our belief 
that the best solution will be an international agreement or 
convention, signed by all the great powers and others interes¬ 
ted in the region. 

There is uneasy truce in west Asia. My government hopes 
that positive response would be made to the series of 
initiatives recently taken by the UAR showing its earnest 
desire to implement the resolution of the Security Council 
of November 22, 1967. 

Wc are concerned at the setting up of military bases by 
outside powers in the Indian Ocean and the proposed sale of 
arms to South Africa. As mentioned in the Lusaka Dec¬ 
laration, we should like the Indian Ocean area to be a /one of 
peace, free from military confrontation and the rivalries of 
great powers. 

The attitude of the Government of Pakistan during the 
recent hijacking of an Indian Airlines plane and its eventual 
destruction was deeply resented by the government and the 


people of India. Friendship and understanding wiiich wc 
seek cannot be achieved by such provocations. 

My government will steadfastly pursue its policy df 
non-alignment. It will raise its voice whenever peace is 
threatened, wherever the independence of sovereign nations 
is eroded. It stands firmly against colonialism whether in its 
old shape or in any new guise. • 

Your present session will be a short one confined to the 
transaction of essential financial and budgetary business. 
You will be meeting a Tain shortly to consider further business. 
A statement of the estimated receipts and expenditure of the 
Government of India for the financial year 1971-72 will be 
laid before you. Bills will also be introduced for replacing 
the Stale ol' Himachal Pradesh (Amendment) Ordinance, 
1971, and the Labour Provident Fund Laws (Amendment) 
Ordinance, 1971. A bill for continuing the Imports and Ex¬ 
ports (Control) Act, 1947, will also be introduced in the 
current session of Parliament. 

Honourable members, the people of India have given 
their verdict in unmistakable terms. With that verdict the 
period of political uncertainty and of the politics of manoeu¬ 
vre ends. After the din of the election battle, wc must bend 
ourselves to the service of our people. Wc can take pride that 
political democracy and parliamentary institutions have 
grown and have taken deep lootu in the hearts and minds 
of our people. We must serve the cause of democracy by 
respecting the will of the people. 

The massive majority given to my government is only the 
first step on the long and difficult road ahead. To achieve 
victory in the war against poverty and social injustice requires 
the sustained and dedicated efforts of the millions of our 
people. I am confident that members of Parliament and the 
people of India, as a whole, will respond, in abundant 
measure, to the challenge of our times. 
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Finance Minister’s Budget Speech 


Sir, 

e 

1 rise, to present the interim Budget for the year 1971-72. 
The people of India through their representatives in this hon¬ 
ourable House have reposed their overwhelming confidence 
in the government led by Mrs Indira Gandhi. Those of us 
who are privileged to belong to this government and the party 
it represents know well that we shall vindicate the verdict of 
the people only to the extent that we redeem our promise to 
promote the well-being of the poor and the unemployed in 
this land. 

Economic policies in the country have already been given 
a new and bold orientation towards growth with social justice 
in the recent past. Our task now is to reassess the entire 
range of our policies so as to give them a sharp focus of effec¬ 
tiveness, to translate these policies into concrete programmes 
of action and to implement these programmes with speed and 
determination. Only so can we accelerate the process of 
growth, reduce disparities in income, wealth and economic 
power, generate employment on a massive scale and avoid 
pressures on prices or balance of payments of the kind which 
generate internal tensions and increase our dependence on 
external credits. 

The budget of the central government is a powerful instru¬ 
ment for achieving our basic objectives. Within the few 
days that the new government has been in power, it has obvi¬ 
ously not been possible to subject our budgetary position 
and policies to a searching and comprehensive review. Wc 
propose, therefore, to present the budget proper for 1971-72 in 
the next session of Parliament so that government and the 
honourable members have adquate time to review and assess 
the full implications of what is required at this crucial Junc¬ 
ture in our economic history. 

My purpose today is a limited one, viz.,to propose a vote 
on account which can be passed before the March 31 so 
that government can carry on its business during the early 
months'of the next financial year. The Finance Bill T shall 
introduce later today contains no new tax proposals. 

On the expenditure side, wc have taken care to provide 
for Defence, normp^l administration, assistance to the states 
and the central Plan on a scale which would permit all neces¬ 
sary and worthwhile activities to go forward during the initial 
period of the vote on account. Even at this stage we pro¬ 
pose to provide for some new and significant initiatives such 
as a country-wide programme of employment-oriented pro¬ 
ductive works so that their implementation can begin in right 
earnest. Before the presentation of the budget proper next 
May, we shall review the entire position, including the scope 
for additional mobilisation of resources, with a view to pro¬ 
vide for a sizeable increase in outlays on development and 
social welfare. The estimates of Plan expenditure, which 
I shall be presenting today, are tentative: and it will be our 
endeavour to ensure that the momentum of planned develop¬ 
ment is accelerated significantly from year to year. 

Economic Conditions 

Economic conditions in the country have been, on the 
whole, favourable during the past 12 months. A detailed 
survey of the economic situation will be presented to the next 
session of Parliament. Honourable members would, how¬ 
ever, permit me to outline briefly the strength and the weak¬ 
nesses <tf the Indian economy during the past year. 

For the second year in succession, the over-all rate of 


growth of the economy is expected to measure up fully to the 
target set in the fourth Plan. National income m real terms 
which had increased by about 5.5 per cent in 1969-70 is 
expected to register a further increase of a similar order in 
1970-71. 

Agricultural Growth 

Agricultural growth has been an important contributory 
factor to the overall growth of the economy. The production 
of foodgrains which had recorded an increase of 5.8 per cent 
to 99.5 million tonnes in 1969-70 is expected to increase by 
another 5.5 cent to 105 million tonnes in 1970-71. Despite 
progressive decline in imports, it has been possible to build 
up a sizeable stock of foodgrains in the hands of the govern¬ 
ment which at present amounts to more than 5i million 
tonnes as compared to less than 44 million tonnes a year ago. 
The larger availability of foodgrains has also been reflected 
in a reduction in foodgrains prices. 

With the exception of sugarcane, however, the produc¬ 
tion of commercial crops, notably cotton and oilseeds, has 
been inadequate; and this has had adverse effect on industrial 
production and prices. We have attempted to restrain the 
resultant increase in prices of major agricultural raw mate¬ 
rials by restraint on credit and wSpeculative activity and by 
larger imports. Our agriculiural scientists have achieved 
some success in evolving new programmes for raising the 
productivity per hectare of commercial crops. It is 
necessary to extend this process not only for price stability 
and reduction in the reliance on imports but also for im¬ 
proving living conditions for most of our poorer farmers 
in dry areas. 1 can assure honourable members that all 
promising programmes for increasing yields per hectare in 
respect of commercial crops will receive our maximum sup¬ 
port, both financial and otherwise. 

Industrial Production 

During the year as a whole, industrial production is ex¬ 
pected to increase by roughly 6 per cent. The improvement 
in performance has been shared not only by capital goods 
industries, particularly machinery and machine tools, but 
also by important intermediate goods industries such as 
aluminium, nitrogenous fertilizers, petroleum products and 
heavy chemicals and vby a wide range of consumer goods 
i nd ustrics. The performance of new ind ustries and the small- 
scale sector has also been encouraging. Nevertheless, the 
fact remains that the tempo of industrial production in the 
country needs to be substantially accelerated and to this 
end the supply of both agricultural and industrial raw ma¬ 
terials particularly steel needs to be rapidly increased. It is 
with this end in view that government proposes to speed up 
the completion of the Bokaro steel plant, to improve the per¬ 
formance of existing steel plants both in the public and the 
private sectors and to set up three new steel plants in the 
southern stales. Preparatory work on these new steel plants 
IS proceeding satisfactorily. Here again, we shall not allow 
iheir progress to falter as a result of financial constraints. 

New industrial investment propositions approved during 
1970 have been much larger in magnitude than during 
the corresponding period in the preceding year. Production 
of capital goods within the country is increasing and so are 
the applications for the import of capita] goods. We shall 
endeavour to accelerate this proce.ss of industrial investment 
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so that more employment apportunities arc created and there 
is no shortage in the coming'yc^rs of key commodities. 

Honourable members are aware that during the last 
year we have taken a number of important policy decisions 
regarding industrial licensing, control ol monopolies and 
greater emphasis in the policies of the public financial insti¬ 
tutions towards assisting the backward regions and the newer 
entrepreneurs and towards participation in the management 
and the profitability of the larger units they might assist in 
national interest. The vast potential for further industrial 
growth which has been created by our efforts over the past 
two decades cannot be exploited fully without bringing in a 
larger number of smaller people within the net-work of initia¬ 
tive and enterprise. When large new investments or expan¬ 
sion of existing large units become necessary in the over-all 
interests of the economy, it shall be our endeavour to re¬ 
concile growth and efficiency with reduction in the concentra¬ 
tion of economic power by an imaginative and flexible use of 
the concept of the joint sector and by the expansion of the 
public sector. 

Price Situation 

In the latter part of 1970, the price situation in the country 
became a matter of concern as the wholesale price index from 
week to week remained higher by as much as seven per cent or 
more when compared to the corresponding week in the pre¬ 
ceding year. During recent weeks the general price index has 
shown an increase of four per cent or less as compared to the 
corresponding weeks in 1970. Fven so, the price situation 
warrants continued vigilance and wc propose to take vigo¬ 
rous measures to ensure a rca onable degree of stability in 
the prices of essential goods winch enter into mass consump¬ 
tion. 



The phenomenon of rising prices has been a matter of 
concern all over the world and there is hardly apy countp^ 
which has been able to avoid at least a moderate increase in 
prices of 5 to 4 per cent per annum in recent years. We 
cannot, however, ignore the implications of an unabated price 
increase, particularly its effects on the standard of living of the 
fixed income groups and the weaker sectipns. It is now 
generally recognised everywhere that without an active policy 
of restraint on wages and prices and, therefore, on incomes, 
we cannot avoid a price spiral which moves continually up¬ 
wards from one industry to the other. In our circumstances, 
the shortage of some key raw materials which we can relieve 
only to a limited extent by larger imports has also been a 
major contributory factor. Efforts to increase production 
in key areas is thus an essential part of any price policy. 
Any attempt to accentuate unavoidable shortages in the short 
run by speculative activity will also have to be resisted firm¬ 
ly. 


The overall growth in money supply has also been larger 
than what is warranted by the growth in production. The 
budgetary deficit at the centre has been of the same order as 
set in the last budget. However, commercial banks’ borrow¬ 
ing from the Reserve Bank remained at unusually high levels 
for most part of the current year. It was against this back¬ 
ground that the Reserve Bank raised the bank rate from 5 to 
6 per cent early in January and took simultaneously a numl^r 
of measures to encourage savings and assist deposit mobili¬ 
sation and to discourage bank borrowing from the Reserve 
Bank except for priority purposes. These measures together 
with the tightening of selective controls on advances against 
commodities in short supply have already had a salutary 
effect. 

Financial Institutions 

Honourable members would be happy to know that an 
impressive beginning has been made with the achievement 
of the objectives that wc had in mind when we took the event¬ 
ful step of nationalising 14 major banks in the country. 
For example, in the first seventeen or eighteen months of na¬ 
tionalisation, i.e., between July 19,1969 and end of December 
1970, the public sector banks, i.e., the 14 nationalised 
banks and the State Bunk of India and its seven subsidiaries, 
opened, on an average, as many as 145 new branches per 
month as against 80 per month during the first six months 
of 1969 and 47 per month during 1968. Roughly 70 per cent 
of these new branches have been located in centres 
which had no banking facilities at all so far, the bulk of them 
being in the rural areas. The Lead Bank Scheme for the inten¬ 
sive development of banking in over 330 districts of the country 
is making satisfactory progress. Survey reports on about 80 
districts have already been prepared and many more arc 
nearing completion. The results of the surveys are being 
pooled and centres for new branches are being allotted conti- 
noiisly to the conimcrical banks. The record of the new 
branches opened in mobilising local deposits and in utilising 
them for productive purposes in the same a reas has been parti¬ 
cularly commendable. 

The shift in emphasis in the matter of giving credit in 
favour of relatively weaker sections of the society which had 
hitherto been neglected by the banking system'has been 
equally pronounced. Between June 1969 and November 
1970, the aggregate number of borrowal accounts in respect 
of previously neglected sectors such as agriculture, small- 
;jcafe industries, road transport operators, small traders and 
self-employed persons and professionals increased from a 
little less than three lakhs to more than 11 lakhs and the total 
assistance given to these sectors almost doubled. This pro¬ 
cess will gather further momentum with the formation Of the 
Credit Guarantee Corporation of India Ltd early this yearl 
Small borrowers are also likely to benefit once the scbeipe 
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Hcnx^able members would appreciate that tlw stMlity 
of the puUic sector banks to fulfil thiat obligations to the 
weaker sections of tiie community without neglecting the 
«eimine requirem^ents of all productive establishments would 
de^nd ultimately on the sticcess in mobilisation of dqmsits 
and on the ability to scrutinise ti» end-use of credit so as 
to elfaUinate all wasteful and unproductive borrowings. 
'Wbfle tite nationaUsed banks have made a good banning in 
refiard to both these objectives, I am deeply conscious of the 
tiict tbat inudh remains to be done in this regard as also in 
retyect improvement of service to customers. We propose 
to meiease ipeatly the facilities for meaningful training of 
employees and so to shape personnel policies as to bring 
about a greater sense of dedication and harmony among 
management and staff at all levels. Hie bank employees 
have been among the staunchest supporters of bank nationa¬ 
lisation for many years and we, on our part, have not been 
slow in responding to their legitimate demands for improve¬ 
ment in emoluments and working conditions. I ho]^ and 
trust that individually as well as collectively bank employees 
will play their part in the vital task of economic reg»ieration 
of the country. 

The long-term financial institutions including the In¬ 
dustrial Developmoit Bank of India, Industrial Credit and 
Investment Corporation of India, Industrial Finance Corpo¬ 
ration, the Life Insurance Corporation and the Unit Trust 
of India have had another successful year. Honourable mem¬ 
bers are perhaps aware that a new Industrial Reconstruction 
Corporation with headquarters at Calcutta is being set up. 
Hiis corporation is expected to play a signifiant part particu¬ 
larly in the eastern region in and around Calcutta. Where- 
ever possible, the corporation will endeavour to rehabilitate 
industrial units which have recently closed down or are 
facing the risk of closing down by reconstruction of the share 
capital, strengthening of management, diversification of pro¬ 
ducts, improvement in technology and labour relations and 
provision of finance on suitable soft terms. I have no doubt 
that with the active co-operation and participation of all 
concerned, this corporation will play a useful role in reduc¬ 
ing unemployment as well as economic and social tensions in 
a vital area of the economy. 

Balance of Payments 

Honourable members would be happy to know that by 
the end of the current fiscal year, we would have repaid all 
the outstan^g drawings on the International Monetary 
Fund that we had to make during the critical years of 1966 and 
1967. In addition, we have fulfilled our obligations in rela¬ 
tion to an increase in our International Monetary Fund 
quota from 7S0 million to 94Q million dollars. We have also 
been an important beneficiary of the scheme for the creation 
of Special rawing Rights. 

While the overall improvement in our foreign exchange 
position during the past two or three years has been unmis¬ 
takable,! cannot hdp emphasising that there is no room for 
complncency whatsoever in regard to our balance of j«y- 
mmts, Dutmg the current fiscal year, for example, the im¬ 
provement in our position virn-v/s the International 
Mohetary Fund will be matched by a corresponding ^Ime 
in our Own reserves including Speciid IM-awing Rights so 
tlmL <» tdt^ reserves position wfil show lime 

or iio TJiere has rtso been a suMhuttiiu m- 

crstlse in Kdenow issued for the maintenaila i^tbe 

economy tiio lull is yet to be felt. Mqitii 


greater and continuing effort on a wide Rout would also be 
neeessmy if the target of a 7 per cent per annum inetease in 
expert eammgs set m the fourth Plan is to be realised from 
y^ to ymr. The outlook regarding tile imt inflow of foreign 
aid mmains uncertain. This is particularly so in respect of 
readily useable aid such as non-imoject assistance and 
refinancing of our heavy debt repayments. 


Against this background, it would be prudent on our part 
to seiK evwy worthwhile opportunity for export promotion 
as well as import substitution and to exercise the maximum 
mtraint on the imports and consumption of less essential 
^ms. Tins underlines once more the need fbr keying a 
firm rein over costs and prices, and for the deployment of 
fiscal instruments to regulate consumption. The priorities 
in investinent also have to be guided by the exigencies of the 
balance of payments. Let us not forget that our objective is 
to Mmbme growth not only with social justice but also with 
self-reliance. We have a long way to go before we can rest 
content with our achievement on any one of these fronts. 


Employment Opportunities 

By fer the most urgent problem that needs our wholc- 
hrarted attention is the problem of unemployment. It is 
this more than anything else which poses a threat to the 
stability of our young democracy. There are indications 
that the cnipioyment situation in the country has improved 
somewhat in response to the revival of agricultural and in» 
dustnal production over the past two years. But the fact 
remains that notwithstanding the rapid economic strides we 
have taken over the past two decades, the twin problems of 
mass poverty and unemployment remain as acute as ever. 
In large pockets, there has perhaps been a worsening of con¬ 
ditions. There can be no question that poverty and unem¬ 
ployment cannot be eradicated without a sustained process 
of growth. But there are several ways of achieving growth; 
and we have to seek out those which make the maximum 
impact on unemployment and mass poverty. 

It was with this end in view that the government took a 
decision some time back that new employment-oriented 
schemes should be taken up in each district in the country 
with a view to provide employment to at least one person in 
every family. Instructions have already gone to the state 
governments to prepare schemes, which apart from creating 
additional employment opportunities would also add to the 
productive potential in each district. In the budget for 1971- 
72 a provition of Rs SO crores is being made to support this 
country-wide programme of creating more employment 
opportunities with a productive bias. 

The committee which was set up by the Reserve Bank ot 
India to review the special credit schemes of the commercial 
banks has offered a number of valuable suggestions for 
promoting and encouraging self-employment. The recom¬ 
mendations made by the committee are receiving urgent 
attention and decisions thereon will be taken expeditiously. 


Budgetary Out-turn, 1970-71 

The budget introduced last year by the Prims Minister pro¬ 
vided for a substantial increase in Plan outlay at the centre, 
massive assistance tq the states, for a similar increase in Plan 
outlay at the state level and a series of new initiatives in order 
to combine growth with a greater regard for the welfare of the 
most Qce^y sections of sbdety. During the year, we have 
honoured our commitinentsto the states and have indeed given 
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substanfial assistance in addition to what was provided in the 
budget for urgently felt ncejjs such as those for the improve¬ 
ment of living conditions in tte Calcutta metropolitan area 
and for relief in the flood and famine-stricken areas in other 
states. The minimum pension, as also family pension for 
central government employees has already been increased. 
A similar scheme for family pensions as well as lump sum 
payment in the event of death has already been introduced 
in respect of industrial workers who arc liable to pay con¬ 
tribution to the Employees Provident Fund at the rate of 
of 61 per cent of their pay as well as for workers covered by 
the Coal Mines Provident Fund and Bonus Scheme Act, 
1948. The newly set up Housing and Urban Development 
Finance Corporation has made a beginning with its activities 
and it shall be our endeavour to ensure that these activities 
gather rapid momentum so that there is visible improvement 
in some of our largest urban conglomerations. The nutri¬ 
tional programmes for children in tribal blocks and slum 
areas, extension of drinking water and special schemes for 
small farmers, marginal farmers and dry farming areas have 
been taken in hand. While the expenditure on selective rural 
works programmes in chronically drought aflTcctcd areas is 
likely to fall short of the target of Rs 25crores because of the 
time taken in preparing and finalising worthwhile schemes, 
honourable members would note that outside this provision 
a sum of Rs 100 crofes has been provided for natural calami¬ 
ties relief as against the budget provision of Rs 50 crores only. 
Provision is being made in the budget for the coming year 
for the continuation of these special schemes. 
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There is every reason to iMiUeve that the stl^a^ io 
outlay envisaged at the state level duringtheountliit war will 
be achieved and in fact in several states, Ptui oynay will 
exceed the initial provision. The provision for H>^cial assi^ 
tance to the states in a weaker financial position has b^ in¬ 
creased from Rs 175 crotes provided in the budget to fts 195 
crores which in being provided in the revised estimates. 
It is, however, a matter of some concern'that despite the 
enlarged provision for special accommodation, a number of 
state governments have continued to incur large overdrafts 
with the Reserve Bank of India, thus adding to inflationary 
pressures in the economy. Considering the fact that funds to 
be earmarked for special accommodation are going to be 
smaller in the coming years as per the agreed pattern, it is 
vitally important that state governments, no less than the 
centre, observe the strictest fiscal discipline and adopt «dl 
possible measures to raise and conserve resources. 


Step-up of Plan Outlay 

As far as the centre’s Plan outlay is concerned, indications 
are that the actual expenditure in 1970-71 would show a 
substantial increase of the order of Rs 180 crores over the 
actual expenditure in 1969-70. It is a matter of great dis¬ 
appointment, however, that the actual outlay in both the years 
is likely to show a significant shortfall in relation to the ori¬ 
ginal budget provisions. Many of the industrial projects in 
the central sector, notably Bokaro Steel Plant, the fertilizer 
plants and petrochemical projects have not been able to get 
into stride as rapidly as was expected. Clearly, we need to 
examine critical! your present procedures for the scrutiny and 
sanctioning of major Plan schemes and to put greater speed 
in implementation. We propose to review the progress of 
major schemes included in the central Plan so that the provi¬ 
sion made for them in the coming year is as realistic as 
possible. Additional schemes particularly those which can 
be taken up quickly- and which can yield quick returns and 
make an impression at the same time on the well-being of the 
poorer sections of the community will also be kept ready to 
make up for shortfalls which become inevitable. 1 would like 
to make it absolutely clear to honourable memben that while 
some readjustment of Plan priorities and re-arrangement of 
Plan programmes are obviously called for, there is no ques¬ 
tion whatsoever of reducing the size of the Plan. Quite the 
contrary is our intention. 


In the revised estimates for the current financial year, 
tax revenues—particularly revenues under Income and Cor¬ 
porate Tax—are expected to show some improvement over 
the budget estimate for 1970-71. The revised estimates for 
the current year thus show a tax revenue of Rs 3,198 crores 
against the budget estimates of Rs 3,154 crores. There is 
likely to be a similar increase in non-tax revenue as well. 
This improvement under revenue receipts, however, will be 
offset by a reduction of about Rs 26 crores under market 
’'^ans and of nearly Rs 50 crores under external assistance. 

I have already referred,[briefly, to the position regarding 
expenditure in the current year on the Plan and by way of 
assistance to the states.On non-Plan expenditure, a m^r 
item of variation has been the incidence of the interim award 
of the Pay Commission which was accepted in toto by the 
^yeroment. On the whole, and in part as a result of Uie 
incidence of the Pay Commission’s intnim award, the contri- 
.bution of public sector enterprises to the budget is expect^ 
to be of a lower order. Loans to some of these enterpries 
for meeting their cash loss and working expenses woiild alto 
be some Rs 30 crores larger than what was provided in ^e 
budget. On balance, the budgetary defibit at the ««a^ 
in the revised estimates for the current year is now estiinatsa 
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at Rs 230 crows, i.e., roughly of the same order as the 
budget estimate of Rs 227 crores. ^ 

Budget Estimates, 1971>'n 

At existing rates of taxation, total tax revenue next year 
is estimated at Rs 3,403 crows, of which the share of the states 
will bs Rs 850 crores. Non-tax wvenue excluding food aid 
and PL 480 revenue grants isi expected to increase from Rs 
908 crores this year to Rs 966 crows next year. While w- 
ceipts under market loans and small savings will show an in- 
cwase, receipts under external assistance aw expected to 
show a significant dedine from Rs 518 crows this year to Rs 
421 crores in 1971-72. The major part of this decline is 
accounted for by receipts under PL 480. Net receipts from 
non-project and project assistance also aw likely to decline 
from Rs 3SS crows in the revised etimates this year to 
Rs 324 crores next year. 

On the expenditure side, normal administrative expendi¬ 
ture will show an increase of Rs 15 crows over the current 
year’s level. An additional provision of Rs 65 crows is 
being made for expendituw on defence, both wvenue and capi¬ 
tal as compared to the budget provision in the current year. 
The provision of Rs 50 crows for employment-oriented 
schemes to which I have wferred earlier, is for the time 
being twated as outside the Plan. Excluding this, the provi¬ 
sion in the central budget for the Plan for 1971-72 will be 
Rs 1980 crores wpwsenting an increase of Rs 74 crows over 
the budget estimates for the curwnt year. This entire in¬ 
crease is by way of Plan assistance to the state governments 
and the union territories, the provision for which is being 
increased from Rs 711 crows in the current year to Rs 785 
crores in the coming year. This is in accordance with the 
discussions held between the Planning Commission and the 
state governments regarding their Plans for 1971-72. I have 
chosen to make full provision for Plan assistance to the states 
even at this stage so that state governments can proceed with 
their annual Plans for 1971-72 without having to wait for the 
central budget proper to be introduced next May. 

The provision of Rs 1195 crores for the central Plan 
proper next year is at the same level as in the budget for the 
curwnt year although in relation to the likely expenditure, 
the interim provision now being made would wpwsent a 
significant increase. I have already made it clear that we 
have every intention, of augmenting the provision for the 
centw’sPIaninthebudgettobepwsentedin May. We shall 
also endeavour to make suw that the outlays provided for 
different programmes in the central Plan proper are so scruti¬ 


nised and re-arranged as to avoid the kind of shortfalls 
which have been a disturbing featuw of the past two years. 
At the same time, the search for identifying awas for secur¬ 
ing economies in non-Plan expenditure will be vigorously 
pursued. 

The revenue account next year on pwsent indications is 
expected to show a surplus of Rs 114 crores. The fact that 
we can look forward to a revenue surplus next year with¬ 
out any additional taxation is an indication that the attempt 
to enlarge the tax base in the last year’s budget has met with 
significant success. And yet, this is only one part of the story. 
The capital account is expected to show a deficit of Rs 354 
crows, so that the overall deficit in the interim budget is 
estimated to be Rs 240 crows, or roughly of the same magni¬ 
tude as in the revised estimates for the curwnt year. Since 
a sizable increase in Plan outlay would have to be provided 
for in the budget to be presented in May, and since it would 
not be prudent to enlarge the quantum of the budgetary defi¬ 
cit, the task of widening and deepening the wsource base 
will have to continue. If the momentum of growth is to be 
improved and sustained, this is an obligation from which 
we can scarcely renege. 

Sir, the brief outline of the interim budget that I have iust 
given is only a token of our determination to accelerate the 
momentum of growth and to provide for the needs of the 
weaker sections of the community. If it has not been possible 
in this budget to give a mow positive indication of our inten¬ 
tion to inewase Plan outlays and to enlarge the wsources re- 
quiwd for this purpose in a manner which serves at the same 
time our larger social objectives, honourable members 
would appreciate, that the budget I have presented could not 
take into account the mainstay of all finance ministers, 
namely, the power to raise mow revenues and redistribute 
incomes and wealth by suitable changes in the fiscal system. 
I hope to receive constructive suggestions during the com¬ 
ing weeks from all honourable members and from the people 
at large. 

The vitality of the political freedom we won and of the 
democratic institutions we gave ourselves has been demonst¬ 
rated in wcent weeks as never befow. We aw now engaged 
in a new struggle against poverty and injustice, f have no 
doubt that the people of India will once again pwvail and we< 
shall witness soon a new dawn of social and economic free¬ 
dom in this gwat and ancient country. 

Sir, with these words, I have the honour to commend this 
interim budget to the House. 
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Railway Minister’s Address 


MR SPEAKER, 

Sir, 1 rise to perform the pleasant duty of placing before 
the House the annual financial results of the Indian Govern¬ 
ment Railways showing the receipts and expenditure for the 
year 1971-72. ‘ 

Hoh’blc members of the House have had a strenuous time 
convicing the electorate of their stand and seeking their 
suffragp. We all meet in the House with a sense of new spirit 
and dedication, but we have not yet had the time to apply our 
minds in detail to the various problems pertaining to the 
railway administration. It is, therefore, that! am not placing 
today the complete and final picture of the working of the 
railways. 1 am now submiting to the House a mere annual 
financial statement relating to the Indian Railways together 
ith connected documents. I seek the approval of the House 
to the vote-on-account for the estimated expenditure of the 
first four months only of the financial year, 1971-72. In the 
light of the observations, crlicisms and comments hon’ble 
members may be pleased to make, a full-fledged budget will 
be placed before the House for consideration a few months 
later. The statement, however, will enable the House to 
appreciate the financial position of the railways in its true 
perspective. 

Wc arc now at the dose of ihe second year of the fourth 
Plan. During these two years, 186 kilometres ol* newlines 
ha ve been opened for traffic; 420 kilometres of track doubled: 
and 326 kilometres have almost been converted from metre 
gauge to hroail gauge. The railways' rolling stock has been 
augmented by418 locomotives(226diesel; 79electric: and 113 
steam) 2,857 coaches and 26,702 wagons (in terms of four 
wheelers). Ninty-onc new trains were introduced and the 
runs of 78 existing trains were extended, thereby tlie railways 
have added 17,404 train kilometres per day. One hundred 
and forty five new trains were introduced and runs of 37 
existing "trains extended on the suburban sections, adding 
7,436 train kilomtres per day. 

Accounts of 1969-70 

I shall first deal with the financial results of 1969-70 - 
the last completed year. The gross traflELc receipts amounted 
to Rs951 ’28 crorcs. It is almost the same as the revised esti¬ 
mate of Rs 950-55 crores. The levised estimate of ordinary 
working expenses was Rs 683.05 crorcs. The actual expen¬ 
ses of Rs 684.94 crores were higher by Rs 1.89 crorcs. After 
taking into account the other items, like the annual appropria¬ 
tion to depreciation reserve fund, pension fund, net iiiiscelJan- 
cnous expenditure and dividend payment to general revenues, 
the shortfall came to Rs 9.83 crores, against Rs 12.55 
crorcs foreseen at the stage of the revised estimate. This 
shortfall of Rs 9.83 crores was met by a loan of Rs8.86 
crores from general revenues and the balance by withdrawal 
from the revenue reserve fund. 

The railways maintain a development fund for financing 
unrcmuncrative works of operating necessity, amenities for 
passengers, and staff quarters. A sum of Rs 17.08 crores 
was spent on tho.se works in 1969-70. This fund is normally 
fed from the revenue surplus after fully meeting the liability 
ofdividend to the general exchequer for the capital-at-changc. 
As will be explained later, the railways were not able to earn 
any revenue surplus in the year. Hence, an amount of Rs 
18.51 crores was raised; by a loan of Rs 18.15 crores from 
ihc general re\cnues and Rs 36 lakhs from the meagre balance 


available in the development fund. The loan liability of the 
railways to the general revenues under development fund 
rose consequently at the end of 1969-70 from Rs 25.30 
crorcs to Rs 43.45 crores. The total indebtedness to general 
revenues amounted to Rs 52.31 crores. 

Revised Ejstimatep, 1970-71 

The budget estimates as originally presented for ihc year 
1970-71 envisaged a surplus of Rs 22.38 crores. In deference 
to the wishes of the House last year, my predecessor had given 
up certain proposed increases in third class passenger fares 
and in freight rates, particularly those on foodgrains. There¬ 
by, we had to forgo Rs 13 crores of revenue. As a result, 
the surplus shown in the budget estimate came down to Rs 
9.38 crorcs. As against this, the revised estimates now show a 
shortfall of Rs 23.69 crores. The gross traffic receipts fell 
by Rs 5 crorcs and the working expenses increased by Rs 
30 77 crores. There was a reduction of Rs 1.42 crores in 
miscellaneous expenses and Rs 1.28 crores in the dividend 
payable to general revenues. The cumulative effect of all these 
factors is a shortfall of Rs 23.69 crorcs. 

The estimates of gross traffic receipts were, at the time of 
the preparation of the budget for 1970-71, based on a revenue 
earning traffic of 183.9 million tonnes, as against 173.8 mil¬ 
lion tonnes in the preceding year. Actually, however, in¬ 
stead of an increase of 10.1 million tonnes, the revenue earn¬ 
ing traffic this year will besome4.3 million tonnes less than 
that last year. There has been a significant drop in the traffic 
to and from steel plants, of coal for general purposes and of 
other goods. Fortunately, the effect of fallin the originating 
tonnage of traffic has not been proportionately adverse on rail¬ 
way earnings. It is because of two favourable factors, name¬ 
ly, improvement in leads to the extent of 2.2 per cent on an 
average, and a larger proportion of high-rated traffic in the 
overall traffic carried. The railway earnings could have been 
decidedly higher but for the unsatisfactory law and order situ¬ 
ation in some places in the eastern and north-eastern regions, 
the unauthorised wild-cat strikes and the breaches caused by 
floods in Gujarat. Hon’bic members would agree that essen¬ 
tial rail services had to be maintained and, therefore, the 
Essential Services Maintenance Act had to be invoked thrice 
during the year. The lightning strike in the Dhanhad divi¬ 
sion of the Eastern Railway last month and intheTatanagar 
yard and shed of South-Eastern Rail way earlier this month are 
instances in point. The former almost choked off the supply 
of coal for domestic and industrial consumption to the rest 
of the country and even resulted in the curtailment for some 
days of over 900 passenger train services. The latter jeo¬ 
pardised vital supplies of iron ore, coal and coke to the steel 
plants. A common and regrettable feature of these two 
strikes was that they were sparked off on trivial and flimsy 
grounds. They were in no way related to industrial disputes 
and trade union rights and responsibilities. In one case it 
was merely a quarrel between two railway families and in the 
other it was an altercation between a loco employee and a 
,compounder in a railway hospital. This highlights how 
irresponsible and misguided agitations can jcoparidisc vital 
national interests. 

A brochure has been included in the budget documents 
circulated to the hon’ble members giving brief particulars of 
important incidents that occurred during the year resulting in 
destruction of property and assets, and dislocation of railway 
services on account of disruption of communicdtiomii 
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demonstradons, bundhs, strikes and attacks on railway staff. 
Hon’Ue members will share my r^ef that in spite of these 
adverse factors, the gross receipts are only Rs 5 crores short 
of the modifi^ budget. 

During the current year a number of important factors 
beyond the control of railways have thrown a heavy burden 
on the revenue expenditure of the railways. Working ex¬ 
penses ini^sed by Rs 36 crores on account of interim relief 
to the staff sanctioned by government on the basis of the re¬ 
commendation made Jby the third Pay Commission. Large 
sums of money had also to be found to meet heavy expenditure 
on other items, such as, Rs 2.40 crores on flood damage, about 
one crore rupees for payment of arbitration tribunal awards 
to staff, Rs 1.25 crores on account of increase in the rates of 
travelling and daily allowances and about Rs 5 crores on 
account of increases in prices of various materials. During 
the first half of the year, falling income and increasing expen¬ 
ses presented a gloomy picture. A persistent and vigrous i 
campaign was, therefore, initiated to maximise earnings and 
to reduce expenditure. The resultsochieved from these drives 
have been encouraging. In the mid-year appraisal, it had 
been feared that the railway deficit would be as high as Rs 
47 crores. Because of various measures taken to prove 
earnings and reduce expenditure, the deficit has ^n halved. 
Even so, after appropriating Rs 100 crores to the depreciation 
reserve fund, Rs 15 crores to the pension fund, and Rs 165.81 
crores as dividend to general revenues, etc., the railways will 
be in the red to the extent of Rs 23.69 crores at the close of 
the current year. I admit that the financial position of the rail¬ 
ways is not very happy. However, I would like to bring to 
the notice of the hon’ble members an encouraging feature of 
the year’s working. But for post-budgetary developments 
throwing up a burden of Rs 45.65 crores on working 
expenses, the railways might still have ended with a surplus 
of almost the same order as foreseen in the original budget, 
man-made disasters and natural calamities notwithstanding. 

Light Railways 

During the year 1970-71, three light railway companies' 
under the management of Messrs Martin Burn Limited, 
Calcutta, with aggregate kilometrage of246 have closed down 
their operations. These are (i) Shahdara-Saharanpur Light 
Railway (148 .9 kms) in Uttar Pradesh which closed down 
from 1st September 1970; (ii) Howrah-Amta (70.3 kms); 
and (iii) Howrah-Sheakhalla (27.1 kms) Light Railways in 
West Bengal which closed down from 1st January, 1971. 
AH these were narrow gauge railways, catering mostly to 
short distance passenger trafiic. The Shahdara-Saharanpur 
Light Railway carried about 12,000 pasengers per day while 
Howrah-Amta and Howrah-Sheakhalla Railways together 
carried about 25,000 passengers per day. The management 
announced that the closure was forced on the companies by 
increasing losses year after year due to severe road competi¬ 
tion in the areas served by them. The accumulated losses 
on these three light railways amounted to Rs 36 lakhs. The 
rolling stock, track and other assets of these railways had 
not been maintained properly. They were in a worn-out 
condition requiring considerable expenditure for rehabilita¬ 
tion. The standard of passenger amenities on these railways 
was also much lower than that obtaining on Indian Govern¬ 
ment Railways. Nationalisation of the light railways or 
assumption of management by the Ministry of Railways 
was considered. But careful examination showed that it 
would not be in the public interest. Not only will we have to 
Bp«id consideraUe amounts of money in replacing and re¬ 
habilitating the equipmffit, but also the running costs would 
go up sharply due to our haying to bring their working to the 
sbmdard of gpvenunant railways. Twt tran^Kwet needs of 
the publmin tbeamasserygdare bmpgmat bythe respective 
8tate.|pyetfWsai|t8 augi^ road swrvtees. J^ ordor 


tojmvent the staff of the light railways numbering about 
3,000 Rom being thrown out of employment, the central 
government has decided to absorb these personnel in suitable 
categories on the Indian Government Railways. 

A Year of Challenge 

This has been a year of challenge and trial for the railways 
and railwaymen—^rticularly those serving in the eastern 
Kgion. Smooth and regular operation of trains became 
impossible on several occasion. There were a large number 
of attacks on railway property causing dislocation of traffic 
and immobilisation of rolling stock. There were also 
assaults on railway employees on duty, especially staff con-, 
nected with the running of trains such as drivers, motormen, 
guards and assistant station masters. The railwaymw 
had to suflbr some bomb attacks by extremist elements, re¬ 
sulting in some cases in serious injuries. 

A few days back, one assistant officer of the Eastern Rail¬ 
way was murdered in broad day light in Calcutta area 
while returning home from his place of work. On 15th 
March, 1971, a bomb was thrown by some extremists near 
the loco shed at Andal, which hit a guard and a shunter. 
The shunter succumbed to his injuries on the spot while the 
guard was wounded. In encounters with dangerous and 
violent criminals, 23 men of the Railway Protection Force 
lost their lives and another 165 were injured during the year. 
There have also been some cases of robbing railway cash. 
In one of them, an armed gang [raided the premises of the 
State Bank of India at Chiltaranjan, killed one Railway 
Protection Force guard on escort duty and looted 18.84 
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la]dt9^,of rupt^, wbite it wM.in the pn^st of beiaf taken 
ovtf ^ tibie railway cashier. We are going to take wm and 
nnrdtoting steps to check this menace and bring the ^iminals 
tokook. 

Tt^ incidence of thefts and pilfeta«s of railway equip¬ 
ment continued to be heavy. Su^ thefts not only result in 
financial loss to the railways but also seriously affect the 
dKriency of mil operation. As the House is aware, the 
entire route from Calcutta to Mughalsarai over the Grand 
Chord is now electrified. The theft of overhead traction 
copper wires puts the entire train operation out of gear on 
tte electrified section for several hours each day. During 
the period April to December, 1970, as many as 436 cases 
of thefts of overhead traction wires occurred on the Eastern 
and Southeastern Railways. The teleKX>mmunication con¬ 
trol, on which the entire train operation is dependent, was 
also interrupted frequently due to thefts of tele-communica¬ 
tion cables and equipment. Every theft of tele-communica¬ 
tion cable results in interruption of train control by about 
ten hours during which period the movement of trains gets 
slowed down appreciably, resulting in heavy detention to 
trains. The extent of these thefts can be judged from the 
fact that on the Eastern Railway alone there were as many 
as 4,163 cases of thefts of tele-communication cables and 
equipment during the period from April to December, 1970. 

Passenger Amoiities 

I know the hon’ble members arc very particular of pro¬ 
viding better passenger amenities. An amount of appro¬ 
ximately Rs 4 crores is being spent on this objective every 
year by the railways. 1 am glad to say that as a result of con¬ 
certed efforts at all levels, considerable improvement has 
taken place in items like train lighting, fans, water supply and 
the like, but I am aware that much still remains to be done. 
Unfortunately antisocial elements resort to wanton des¬ 
truction of railway property and indulge in systematic thefts 
Many of these fittings, like fans, are in short supply and it 
becomes difficult to replace them as fast as they disappear. 
The Railway Protection Force have been alerted to 
keep a close watch on passenger coaches and other stock, 
particularly in those yards where such thefts are most marked. 
We are taking steps seriously and earnestly to maintain and 
improve the equipment in our coaches. 

Movement of Foodgrains 

The “Green Revolution” has increased food production 
all over the country.. There have been bumper food crops 
particularly in Haryana and Punjab. 'Railways have risen to 
the occasion by transporting these increased quantities to the 
distant comers of the country. During the period of ten 
months ending January 1971, the railways loaded as many 
as 3,83,093 broad gauge wagons. 

Budget Estimates, 1971-72 

Let me now deal with the budget estimates for 1971-72, 
The gross receipts for the year 1971-72 at the existing level of 
rates and fares ate estimated at Rs 1,044 crores, which are 
Rs 40 crores higher than in the current year. The estimate of 
earnings under ‘other coaching’ has been prepared, assum¬ 
ing the normal rate of growth. In the case of passenger traffic, 
Itowever, the expansion may not be as brisk as has been wit¬ 
nessed in the current year. Therefom, in 1971-72 only a 
t hr ee per cent rise in passenger receipts has been adopted. 
It has also been assumed that all the additional lune million 
tonnes of traffic expected to be carried by the railways next 
year, would be revenue earning in character. They will add 
R8‘30 crores to our fteijg^t earnings. 

. The net ordinary wdH^ng expenses have been pla^ at 
Ri ?d5.44 cioret lU 32.68, crotos nmre than/ in toe 
revised estimates fbr'toewurcsntyeMt. The Inoteasnis mamly. 


accounted for by staff costs Rs 17.53 crores, fuel Rs 7.80 
crores, repairs and maintenance Rs S.03 crores and miscel¬ 
laneous Rs 3.32 crores. The appropriation to the pension fund 
has been kept at the same levdof Rs 15crores asthat for the 
current year. The appropriation to the depreciation reserve 
fund hi^ been stepped up from Rs 100 crores to Rs 105 crores 
as provided for in the fourth Plan. The expenditure on open 
line works revenue together with other miscellaneous items 
is expected to go up by Rs 2.79 crores to Rs 17.91 crores. 
Consequent on an increase in the capital-at-charge, the divi¬ 
dend to general revenues is expected to increase from Rs 
165.81 crores in the current year to Rs 173.77 crores. In the 
net result, the railways at the current level of rates and fares 
and cost to staff and stores will fall short by Rs 33.12 crores 
in meeting their full liability of dividend payable to the 
general revenues. It wil 1 be necessary to take a loan from the 
general revenues to make good this deficit. 

From the figures of financial results for three years given 
by me, the hon’ble members would have seen that railway 
finances arc not on an even keel. In fact, the downward 
trend started froni 1964-65, from which year they could not 
meet the full liability for development fund works. From 
19^-67, the railways could not meet fully even the annual 
dividend liability to the general exchequer. The accumulation 
in the revenue reserve fund, which stood at Rs 63 crores in 
the beginning of 1 %6-67, has been exhausted. In addition, a 
loan of Rs 8.86 crores had to be taken in 1969-70 and ano¬ 
ther loan of Rs 24.92 crores in 1970-71 for meeting dividend 
liability. For meeting the full dividend liability in 1971-72 
and repaying one-third of the earlier loans, the railways will 
have to borrow Rs 45.51 crores from general revenues. It 
will raise their indebtedness to the general exchequer to Rs 
65.08 crores on this account at the end of the next year. 

The railways will have to borrow a further sum of Rs 
21.58 crores in the current year and another Rs 23.49 crores 
during 1971-72 for meeting the expenditure of development 
fund works. The total loan liability to the general revenues 
on account of development fund works would aggregate 
to Rs 88.52 crores at the end of 1971-72. 

The total indebtedness of the railways to the general 
revenues at the end of 1971-72 would amount to Rs 153-60 
crores under the two sets of loans. The railways have, 
therefore, to generate resources enough not only to repay 
these accumulated loans but also to rebuild the revenue 
reserve fund and the development fund. 1 may add that in 
the above calculations no allowance has been made for the 
additional financial burdens that may be imposed as a result 
of the recommendations of the third Pay Commission 
and the awards of the Railway Arbitration Tribunal. 

Works Expenditure 

Works expenditure in 1969-70 was Rs 50.83 crores less 
than the revised estimate of Rs 243.30 crores, mainly due to 
slower progress of certain works and some hold-up and 
delay in the procurement programme of meterials, 
particularly steel and less out-turn of rolling stock. 

The revised estimate of net expenditure on works, machi¬ 
nery and rolling stock for the current year has been placed at 
about Rs 241 crores, against the budget estimate of 2 W crores. 
The reduced level of re\fiscd estimates has been determined 
after taking into account the physical progress of the works, 
out-turn of rolling stock from the production units and ex- 
p^ted deliveries and supplies from outside agencies. The 
provision for expenditure on works, machinery and rolling 
stock programme for the budget year 1971-72 has been put at 
Rs 280 crores. This is about Rs 28 crores less than the outlay 
which was fixed for the year under the original fourth five- 
year ^an. mie redaction in the outlay was necessitated by 
to4 fate of powth of the economy in some particular sectors 
to pXfttotatiQiis. A summary showing the 
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impoflant items of works, machinery and rolling stock is 
circulated as usual along with the budget documents. Details 
are given in the works, machinery and rolling stock program¬ 
me which also forms pari of the budget documents. 

Railway Convention Committee, 1968 

A Committee of both Houses of ParliamenI, known as 
Railway Convention Committee, reviewed in 1965 financial 
arrangements between railways and general finance. In the 
light of its recommendations accepted by government, a 
resolution defining the relation between the railway finance 
and the general revenues was passed by both Houses of Par¬ 
liament in December 1965, These arrangements were to be 
co-terminus with the then envisaged fourth Plan for the 
(quinquennium commencing April J, 1966. There was an 
interregnum of three annual Plans and the new fourth Plan 
commenced from April I, 1969. It was, therefore, felt 
that a new convention arrangements should be made to be 
co-lcrminus with the current fourth Plan commencing 
April 1, 1969. Accordingly, in Novcmber-December, 1968, 
a resolution was passed by both Houes of Parliament cons¬ 
tituting the Railway Convention Committee, 1968. TTiis 
committee held some meetings and saw the production units 
and a few railway headquarters. However, the committee 
could not complete deliberations and present their report 
as it ceased to exist with the dissolution of the Lok Sabha in 
December, 1970. The need for such a committee continues 
to remain and it has to be reconstituted by a resolution of the 
House as soon as possible. 

Staff Relations and Welfare 

The per capita expenditure on staff welfare increased 
from Rs 138 in 1965-66 to Rs 175 in 1969-70. The cost of 
medical and health services alone, which was Rs 15 92 crores 
during 1968-69, rose to Rs 17 08 crorcs during 1969-70. 
It is expected to rise further to Rs 17,80 crores in 1970-71. 

During 1969-70, more than 6,000 staff quarters were con¬ 
structed bringing the total number at the end of the year to 
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mote than 5 lakhs. Total investment by the end of 1970-71 
on staff quarters excluding the cost of land will rise to about 
Rs 200 crores. 

Other welfare and recreational facilities provided to the 
railway employees include holiday homes, institutes, dubs 
and playgrounds. Over 3,400 employees availed of the 
facility of 21 holiday homes during 1969 70. 

* 

I am glad to say that relations with organised labour du¬ 
ring the year have continued to be cordial and satisfactory. 
On occasions when some irresponsible and unruly eiements 
went on wiJd-cat strikes on trivial issues totally unconnected 
with their work, the two federations acted as responsible 
trade unions and helped to restore normalcy. The Permanent 
Negotiating Machinery functioned well at all levels. It 
helped to resolve a large number of staff problems and pro¬ 
duced satisfactory results. The House may be aware that 
an Arbitration Tribunal had bwn set up sometime ago to 
consider certain matters on which agreement could not be 
reached with workers' federations. The tribunal haa 
already made certain recommendations which are in the 
process of implementation. 

This year has been a year of some difficulty and set-back 
for the railways. Railway properties have suffered damage at 
the hands of criminals, extremists and political demonstra¬ 
tors. The railways have been subjected to vicarious attacks 
from those who want something or the other from the central 
or state government. These strains and stresses have not 
cowed down the spirit of service of those who are running the 
railways. They have exhibited commendable courage and 
have done their duty to the nation. In the ultimate analysis, 
it is not coal, oil or electricity that runs the trains, but the 
spirit of dedication of the railwaymen. They have promised 
continued service and co-operation. Therein lies the hope of 
improving not only the efficiency but also the finances of the 
railway administration. 

Permit me, Sir,to thank you and,the House for the patient 
hearing given. 



WE WILL ASSIST 
YOU WITH MONEY 


Wo are all out to help the self-employed with 
ambition and drive. You may be a Technician or an 
Artisan, you can count upon our financial assistance 
for starting, improving or expanding your trade Of 
business. Wc have Loan Assistance Schemes lor 
others like Farmers. Transport Operetors, Small- 
Scale Industrialists. Make sure that you take advan¬ 
tage of our various Loan Schemes and improve 
your trade or profession. 

Contact the nearest Branch of the Bank for details. 
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IHIS IS AN ANNOUNCEMENT AND NOT AEROSPECTUS AND PERSONS INTERESTED ARE REOUESTED TO 
APPLY FOR A COPY OF THE PROSPECTUS FOR FULL DETAILS FROM THE COMPANY’S REGKTERED 
OFFICE, BANKERS TO THE ISSUE, MANAGING BROKERS, BROKERS AND UNDERWRITERS NAMED BELOW 


Issoe of 1,00,000 “E’* Class Debentores of Rs. 100 each at par 


/ 


BOMBAY SUBURBAN ELEaRIC SUPPLY 

LIMITED 


(Incorporated on 1st October, 1929 under the Indian Companies Act, VH of 1913). 
REGISTERED OFFICE: 5, Graham Road, 4th Floor, Ballard Eatatc, Bombay-]. 


SHARE CAPITAL. 

AUTHORISED: 

Rs. 

2,50,000 Shares of Rs. 100 each. 2,50,00,000 

2,50,000 Equity Shares of Rs. 100 each. 2,50,00,000 


5,00,00,000 


ISSUED, SUBSCRIBED AND PAID-UP: 

1,75,000 Equity Shares of Rs. 100 each fully 

paid. 1,75,00,000 

83,679 Equity Shares of Rs. 100 each fully paid 
converted from 7% “B” Class Convertible 
Debenture Loan. 83,67,900 

50,000 Equity Shares of Rs. 100 each 

Rs 75 called up as on 31-10-1970 Rs. 37,50,000 
(Balance of Rs. 25 since called 
up, making the Equity Shares 
of Rs. 100 each fully paid). 

Less: Calls in arrears as on 

31-10-1970 Rs. 11,500 37,38,500 


2,96,06,400 


Mr. Navnitlal 
Chunilal 
Javeri. 

Mr. Dhunjishaw 
Pcstonji Rutton- 
jj Cassad. 

Mr. Himatlal Kanti- 
lal Shah. 

Mr. Jashwant Pit- 
tamberdas 
Thacker. 

Mr. Babubhai Lal- 
jibhai Kapadia. 

Mr. Bhagwandas 
Chhaganlal 
Randeria. 

Mr. Shantaram 
Dwarkanath 
Deshmukh. 


215, Marine Drive, 
Bombay, 

“Shirin Lodge*’ 
Byramji Town, 
Nagpur-1. 

’*Kantila] House”, 
14, New Queen’s 
Road, Bombay-4. 
‘‘Asha Mahal”, 
46-B, Pedder Road, 
Bombay-26. 

25, Turner Road, 
Bandra, 

Bombay-50. 

175-A, Gujarat 
Society, Sion, 
Bombay-22. 

7, Bank House, 

156, Back bay Recla¬ 
mation, 

Bombay-20. 


Merchant, 

Business. 

Merchant. 

Solicitor. 

Business. 

Service. 

Service. 


Mr. Vishnu Gopal 16, Bel-Haven, Chief Electrical 

Bapat. 23, New Marine Lines, Engineer, Govt. 

Bombay-20. of Maharashtra. 


75,000—9.5% Cumulative Re- 
dccmablc Preference Shares 
of Rs. 100 each fully paid 


75,00,000 

3,71,06,400 


SECRETARY: 

Mr. Arvind Yeshwant Pinge, 
“Sowbhagya” Flat No. 2, 
S.K. Bole Road, 

Borabay-28. 


PRESENT ISSUE; 

TTNnFmvRmrnQ • 

1,00,000—8% (Subject to tax) “E” Class Debenture of 

Rs. 100 each at par for cash PAYABLE in full on Name and address: Amount 

applica-tion. Underwritten: 


BOARD OF DIRECTORS: 

Name and Address: Occupation 

Mr. Ramakrishaa No. 581,18th Road, Business Exe- 

Parmeshwar Khar, cutive. 

Aiyer. Bombay-52. 

Mr. Ambalal Kila- 95, Napeao Sea Merchant., 

dtaad. Road, 

BoB^y-6. 


Rs. 

(1) Life Insurance Corporation of India 25,00,000 

“Yogakshema”, 

Jivan Bima Marg, 

Bombay-20. 

(2) Unit Trust of India, 25,00,000 

Elombay Life Building, 

45. Veer Nariman Road, 

Bombay. 
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(3) Champaklal Devidas» 

Agakhaii Building, 

Dalai, Street, Fort, 

Bombay-1. 

(4) The Andhra Bank Ltd. 

18-A, Hamam Street, Fort, 
P.O. No. 1114, 

Bom bay-1. 

(5) The Vijaya Bank Ltd. 

Parsec Bazar Street, Fort, 
Bombay-1. 

(6) The Bank of Karad Ltd. 

82, Nagindas Master Road, 
Commonwealth Building, Fort, 
Bombay-i. 

(7) D.S'. Purbhoodas & Co. 

Stock Exchange Building, 
Apollo Street, 

Bombay-1. 


BANKERS TO THE ISSUE: 

(1) United Commercial Bank, 
Ucobank Building. 

D.N. Road, 

Bombay-!. 

(2) Bank of Baroda, 

Apollo Street, 

Bomba y-1. 

(3) Bank of India, 

70-80, Mahatma Gandhi Road, 
Bombay-l. 

(4) The Vijaya Bank Ltd. 

Parsee Bazar Street, Fort, 
Bombay-1. 

(5) The Andhra Bank Ltd. 

18-A, Hamam Street, Fort, 

P.O. No. 1114, 

Bombay-1. 

(6) The Bank of Karad Ltd. 

82, Nagindas Master Road, 
Commonwealth Building, Fort, 
Bombay-1. 

MANAGING BROKERS. 

Champaklal Devidas, 
Agakhan Building, 

Dalai Street, 

Bombay-l. 

BROKERS TO THE ISSUE. : 
BOMBAY. 

1. Champaklal Devidas, 

Agakhan Building. 

Dalai Street, 

Bombay-l. 

2. R.P. Shrofl' Sons, 

8, Stock Exchange Building, 
Apollo Street, Fort, 

Bombay-l. 


eastern economist 

D.S. Purbhood^ & Co„ 

Stock Exchange Building, 

Apollo Street, Fort, 

Bombay-l. 

Lewis & Jones, 

Bank of Baroda Building, 

Apollo Street, Fort, 

Bombay-l. 

Valji Bhimji, 

Old Stock Exchange Building, 

Dalai Street, Fort, 

Bombay-l. 

Batlivala & Karani, 

Union Bank Building, 

Dalai Street, Fort, 

Bombay-l. 

Narandas & Sons. 

Union Bank Building, 

Dalai Street, 

Bombay-L 

Dhirajlal Maganlal Purshottamdas, 
Stock Exchange Building, 

Apollo Street, Fort, 

Bombay-l. 

M/s. Keshavdas Pranjivandas, 

148, Stock Exchange New Bldg. 
Apollo Street. Fort, 

Bombay-l. 

Devakaran Nanjee & Co., 

31, Stock Exchange Building, 

Apollo Street. Fort, 

Bombay-l. 

AHMEDABAD. 

1. Messrs. Chinubhai Chimanlal Dalai, 
Fatehbhai's Haveli, 

Ratanpole, 

Ahmedabad-1. 

CALCUTTA. 

1. Place, Siddons 4& Gough (Pvt.) Ltd., 
6. Lyons Range, 

Calcutta-1. 

2. Stewart & Co., 

14, India Exchange Place, 

Calcutta-1. 

DELHI. 

1. Vinod Kumar & Co., 

A-6. Connaught Place, 

New Delhi-1. 

2. Harbans Singh Mehta & Co., 

33, Regal Building, 

Parliament Street, 

New Delhi-1. 

3. H.P. Mehta & Co., 

Akash Deep, 3rd Floor, 

Barakhamba Road, 

New Delhi-1. 

MADRAS. 

1. Paterson & Co., 

11/12, Second Line Beach, 

Madras-1. 


15,00,000 3. 

10,00,000 

10,00,000 
10,00,000 6. 

5,00,000 7. 

1,00,00,000 

9. 

10 . 
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Location ^ the CoiD|lp«By's Uirfertakin(: 

Inie domphny is eOgi^ in the distributioit of electricity 
to consumers within its Licensed Area of Supply, which com¬ 
prises portions of the Island of Satsette in the South Taluka of 
Bombay Suburban District and North Salesette Taluka of 
Ttona District, the overall area is approximately 362.60 
Sq.Km. The ^Electricity distributed to consumers is pur- 
in bulk from The Tata Hydro Electric System. Bulk 
supply is received at several points within the licensed area, 
and is distributed to consumers through a net-work of dis¬ 
tribution mains and sub-stations. 

Objects and Proposed Activities: 

The Company does not intend to acquire any new busi¬ 
ness out of the proceeds of the issue but will utilise the same 
for financing capital expenditure on development of power 
distribution facilities within the Licenced area of Supply of 
the Company. 

Date of Opening and Closing of Subscription List: 

The subscription list of Debentures will open at the com¬ 
mencement of banking hours on the 2nd day of April, 1971 


and will close at the close of banking hours on the 26th day 
of April 1971 or earlier at the di^retion of the Directors but 
not before the close of banking hours on the 7th day of April 
1971. 

Prospectus and Application Forms: 

Application forms along with copies of the prospectus 
can be had from the Registered Office ofthe Company as well 
,as from the Underwriters, Managing Brokers and Brokers, 
whose names arc mentioned above and from theofflccsof 
the Bankers to the issue at the places mentioned below. 

1. United Commercial Bank, Bombay, Ahmedabad, Banga¬ 
lore, Calcutta, Delhi, Hyderabad, Indore and Madras, 

2. Bank of Baroda, Apollo Street, Bombay-1. 

3. Bank of India, 70-80, MahatmaGandhi Road, Bombay-1. 

4. The Vijaya Bank Ltd., Parsee Bazar Street, Fort, Bom¬ 
bay-1. 

5. The Andhra Bank Ltd., I8-A, Hamam Street, Fort, 
P.B. No. 1114, Bombay-]. 

6. The Bank of Karad Ltd., 82, Nagindas Master Road, 
Commonwealth Building, Fort, Bombay-1. 


THE BENEFIT 
OF MATCHED 
COMPONENTS 
ALL FROM 
ONE SOURCE 



Only India Pistons manufacture — All Under 
One Roof — the entire piston assembly... pistons, 
pins, rings, circlips ...and cylinder liners. 

Each component is engineered to perform 
its individual function in complete harmony 
with the assembly as a uniform team. 

And because India Pistons quality products 
are built to leadership standards, they render 
maximum performance for the most dependable 
and economical service. 



INDIA PI8TON8 LIMITED 

SEMBtAM MAORAS-11 
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THE STATE TRADING CORPORATION OF INDIA LTD. 

PROVISIONAL RESULTS—YEAR ENDED 31ST MARCH 1971 


Staiement by Chairman,Prakash Tandon 


HIGHLIGHTS 

Rs. Crorcs 

Last Year This Year Next year 
1969-70 1970-7] 1971-72 

(Actual) (Provisional) (Budget) 

SALES 


concerned to be followed by our Annual Report and Accounts 
in due course. 

Our Performance Budget for 1971-72 was released yester¬ 
day ; and, relieved of the burdens of last year, our management 
can now concentrate upon its implementation starting to- 
day. 

This new system of accounting, we divide into 3 functions: 

—Maintenance Accounting 


Exports 

Imports* 

Domestic 

Total 

PROFIT 

Gross Trading Profit 
Including Commission 
& Other Receipts 
Less Export Losses 
Trading Profit 
Less Total Costs 
Profit Before Tax 
Less Tax 
Profit After Tax 

SHAREHOLDERS FUNDS 

Equity 

Reserves 

Total 

WORKING CAPITAL 

Slocks 

Debtors 


55.10 

70.00 

90.00 

102.60 

140.00 

175.00 

5.40 

5.00 

5.80 

163 10 

215.00 

270.80 


16.75 

16.54 

13.71 

1.78 

5.50 

1.69 

14.97 

11.04 

12.02 

4.50 

5.10 

5.19 

10.47 

5.94 

6.83 

7.55 

3.50 

4.10 

2.92 

2.44 

2.73 


5.00 

7.00 

7.00 

11.80 

10.00 

11.30 

16.80 

17.00 

18.30 


17.90 

20.00 

20.00 

20.50 

19.00 

20.00 


^Excludes Fertiliser imports of Rs. 47.5 crorcs transferred 
to M.M.T.C, with effect from 1-1-1970. 

Not so long ago, wc used to take the customary 6 months 
and more to complete our Annual Reports and Accounts; 
our new system now not only enables us to complete them 
in 2 months, but to quite accurately estimate our results on 
1st April for the year ended 31st March. As part of our 
concept of Accountability we present them speedily to all 


—Management Accounting 
—Responsibility Accounting 
It achieves: 


—An Annual Performance Budget 

—A Mid-year Review 

—A Weekly Sales. Orders and Stock Statement 

— A Monthly Review and Profit & Loss Account 

— A Quarterly Review and Audited Profit & Loss and 
Balance Sheet 


— The Annual Report and Accounts 

1970-71 was a good year. Exports rose by 27% ; im¬ 
ports by 37%. 

In 1971-72, exports are expected to rise by 28% and im¬ 
ports by 25%. Exports now account for half of the value 
of our imports. 


We had envisaged even in the previous year, in the Chair¬ 
man's speech on the Annual Accounts, that due to pressures 
for reducing our prices and margins, there would be a reduc¬ 
tion in profitability. 


While gross trading profit including commission and other 
receipts at Rs. 16.54 crorcs was maintained at last year’s 
level, our developmental export losses at Rs. 5.5 croies Were 
above last year’s Rs. 1.8 crores. Next year, howevr, we ^pc 
to cut them back to Rs. 1.7 crorcs, and aim at making ex¬ 
ports near self sustaining. However, we are taking a con¬ 
servative view on next year's gross trading profit at Rs. 13.71 
crorbs, though wc hope to exceed it. 


-— tauu UHU P*VKieilSlVCI 

wmingdoMm. Itwas2.8% last year, 2.4% tbnyearandi 
radgetra at 1.9^ next year. In money tenns the Toti 
Costs this year were Rs. 5.1 crons against Rs. 4,5 «ro^ ki 


The rise of Rs. iSO lakhs was acoouated for lai^y 
in wages, the new <^ce aocommodation for head¬ 
quarters in Delhi, new foreign offices and higher insurance 
and interest charge. Next year the Total Costs including all 
overheads, ware housing, interest charge eto. will go up very 
little, to lU. S.2 crores; and we will pick up again the vir¬ 
tually stationary trend of costs in recent years; Increases be¬ 
ing taken care of by savings. 

The following statement shows how the Divisions fare in 
their export effort:— 

EXPORTS 


Rs Crores 



1969-70 

Actual 

1970-71 

Latest 

Estimates 

As % age 
of 

1969‘70 

1971-72 

Budget 

Aricultural 

Products 

10.98 

14.00 

127.50 

10.50 

Chemicals 

3.66 

6.00 

163.93 

9.00 

Engineering 

8.92 

9.00 

100.90 

10.50 

General Products 

5.85 

6.00 

102.73 

7.00 

Leatherware 

3.97 

6.00 

151.14 

8.00 

Railway Equip¬ 
ment 

0.70 

.. 


12.00 

Textiles 

21.07 

29.00 

137.59 

33.00 

Total 

55.15 

70.00 

126.93 

90.00 


Agricultural Products and Textiles did particularly well, 
while General Products had to stage a recovery from the loss 
of its important component of human hair trade, hit by the 
new synthetic hair. Chemicals did very well and hope to 
be an important exporter. Leatherware showed a healthy 
rise from I million pairs of shoes last year to an estimated 
1.5 million; hoping to show yet further expansion both in 
quantity and world coverage. 

Railway Equipment Division did not manage to ac tuall y 
export anything dtiring the year, but enough is in gestation 
to show results next year. Its search for new orders gathered 
momentum and a contract for 3600 wagons, our largest ever, 
was won in Yugoslavia. Engineering Division’s export 
pace slackened a little, but we hope to pick up in the coming 
year, particularly if steel availability improves. 

IRMAC, the new Industrial Raw Materials Assistance 
Centre has got off the ground and expects a growing tempo. 

Imported Cars Department continues to emphasise ser¬ 
vice to customers and profitability for the exchequer. 

Manpower was well maintained, and the only increases 
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were in management, accounted for partly by some recruit¬ 
ment of speciaUst personnel from outside and partly by the 
many promotions from tto staff within. We, are constantly 
endeavouring through training at all levels to upgrade our 
staff and befit them for higher responsibilities and promo¬ 
tions. 

Personiwl Division is trying to evolve a progressive policy 
and a continual dialogue with the staff, with whom relations 
were generally good. The new head office at Chandra Lok 
was an attempt at providing modern and efficient working and 
business environment of an international standard but at 
Indian costs. Training continued its emphasis on manage¬ 
ment and staff development through in-company and outside 
courses, especially with the help of universities and manage¬ 
ment institutions. 

Coordination maintains a contact with our associates and 
our foreign operations. Consequently relations with In- 
dutry and Trade and the service we render continue to 
improve. 

Management Services Division now consists of economics, 
statistics, OR and market research, and is becoming the eyes 
and ears of our management, providing it with advice and 
information to help sharpen up decision-making. 

Quality Control made its contribution to develop vendor¬ 
rating, an assay of the capability of our associates, and a 
quality conciousness in the Corporation and among its asso¬ 
ciates. 

Finance Division’s contribution was particularly special, 
and worth mentioning is the setting up of its new Credit, 
Funds Management and Contracts Services. 

Our Cashew subsidiary got well off the ground and dur¬ 
ing the period from November 1970 to February 1971 im¬ 
ported over 41,000 tonnes of raw nuts. It expects to import 
another 30,000 tonnes during March, making a total of over 
71,000 tonnes compared with 68,000 tonnes in the corres¬ 
ponding period last year. 

Our subsidiary. Handicrafts & Handlooms Exports Cor¬ 
poration of India Ltd. also had a good year; exports 
increased by 50% from Rs. 2.25 crores to Rs. 3.45 crores. 

Working capital continued to be tightly controlled, and 
the ratios of stocks to sales and debtors to sales dropped from 
J1 % to 9.3% and from 12.6% to 8.9% respectively. Next 
year, there would be a further reduction to 7.4% for each. 

We continue to give our increased dividend of 20% ({de¬ 
viously 10%) on the equity capital of Rs. 7 crores (previous¬ 
ly Rs. 2 crores) enlarged through three successive bonus 
issues. The total dividend was therefore Rs. 1.4 crores per 
annum (previously Rs. 20 lakhs); what is more, it is now 
paid quarterly to our shareholders (previously annually). 

While happy with the improvements that we have been 
able to induec in the Corporation’s working, we are only too 
aware of our shortcomings and the long way we have yet to 
go to reach the best standards of world trade organisations 
ojKrriing under highly competitive conditions. 
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In our little way.. 



we help India fight its war 
on all fronts 


At India moves towards Its goal of alt-round 
development, we make our contriJhitien. On the 
food front Union Carbide provides pesticides 
and polyethylene film which help the farmer 
reap a bigger, better harvest. On the home 
front we bring to you a variety of household 
articles ranging from batteries and flashlights 
to colourful containers made from our poly* 
ethylene. We supply raw materials and chemU 
cals essentiat for the pharmaceuticals, paints, 


textiles, Iron and steel and rubber Industries, 

On the export front Union Carbide combs the 
five contkienti for new markets and its products 
reach more than SO countries Including the 
U.S.A. These are but some of the seeds that 
Union Carbide India Limited has sown to raise 
the standards of living of the people of India. 
Yes, In our little way we help India fight Its war ^ 
on all fronts I 



sowing the seeds of pfx>gress 



EUECtlON NUMBER 629 

STATE BANK CHAffiMAN^S SPEECH 

IMPORTANCE OF GUIDEUNES FOR 

CREDIT FLOW 


R. K. Talwar on dilemma facing banks 


Shri R. K. Talwar, Chairman of the State Bank of India, has highlighted the need for 
credit planning and clear guidelines to the banking system as regards the appropriate 
priorities in lending. 

In his speech at the Sixteenth Annual General Meeting of the shareholders held in 
Bombay on Friday, the 26th March 1971, he said : 


Let me extend a warm welcome to you ail to 
the sixteenth annual general meeting of the State 
Bank of India. The annual report, including 
the balance sheet as on the .list December 1970 
and the profit and loss account for 1970, is 
already in your hands. As you will have ob¬ 
served, during the year the Bank's profit has 
somewhat dipped in spite of a substantial in¬ 
crease in the volume of business handled. 1 can¬ 
not pretend 1 am not concerned over it though 
1 am certainly not perturbed. The lower profit 
is due mainly to the increased operational costs 
during the year. We hope our working will 
show better results in the current year. 1 be¬ 
lieve that even while reorienting their opera¬ 
tions for subserving the social good, or rather 
for that very punwse, the commercial banks, 
whether in the private or public sector, must 
continue to make increasing profits year after 
year and thus strengthen themselves and the 
country’s economy. 

Credit Expansion 

1 would like to take this opportunity to share 
with you some thoughts on the large credit ex¬ 
pansion witnessed ovor me last three years in 
the banking system. An indisputable fact is 
that this large credit expansion has been brought 
about mainly in pursuit of a deliberate public 
policy. It on the assurance of liberal 
support from the central banking authority that 
the commercial banks were able to extend credit 
in these years on a significant scale to agricul- 
tute, small scale industry and small businesses. 
Ihis was entirety in accord with ifie aspirations 
of the weaker sections of the community, 
which were attached greater importance than 
ever before^ A major portion of the credit ex¬ 
pansion should be atiributed to the reorienta¬ 
tion of bank lending operations in the wake of 
this wlecome change. 

Another area in which credit expansion has 
taken place over the last few years with the full 
support ctf the Reserve Bank of India, or be¬ 
cause of tty relates to the food procurement 
operations ^ and, to an extent, also the ferli- 
litfer distribuHon operations— of the State go- 
verpoMts «ud their agencies and thc Ftm 
COmorhtloii bf India. Whether the fihapeing 
cl OK^ations iihoiiid have been its legiti- 
mateebn^ or not, the tmking system was 
in a pneition U> undeHake ihis actiyitv ntiinfy 
due to the refinanciiut ijwport aveilnbla ItoRi 
the Reserve Bank oTl^a. w 


sugar industry. Production in this industry 
reached record levels for two successive years, 
and the prospect seems the same for the third 
year also. Due to several factors, over which 
the industry has no control, the offtake Of sugar 
is very slow and the banks arc obliged to pro¬ 
vide finance to enable the industry to carry the 
large stocks. 

It is in this context that we should view the 
recent monetary restraints, and particularly 
the stringent net liquidity requirements designed 
to discourage commercial banks’ borrowings 
from the Reserve Bank. It should go without 
saying that 1 am entirely at one with the ob¬ 
jective of monetary policy, namely to contain in¬ 
flationary pressures, on the need for which there 
can be no two opinions. I do not propose to 
make an extensive excursion into the realm of 
economics, nor to participate in the controversy 
over the efficiency of the monetary weapon. 
Wherever the real roots of inflation may He, 
once the inflationary trends set in, no central 
banking authority can remain a silent spectator 
without taking such steps as lie within its po¬ 
wers. Yet, 1 feel, 1 must draw attention to the 
predicament in which commerciaj banks find 
themselves today. This arises mainly from the 
modification of refinance facilities, substantially 
on the basis of which the credit expansion had 
taken place. 

The principle that banks should lend and in¬ 
vest no more than what they possess by way of 
deposits, and use the Reserve Bankof India only 
as a lender of the last resort, is indeed unexcep¬ 
tionable. However, a relevant point here is 
that liberal refinance was made available to the 
banks with the express purpose of ensuring that 
the new shift in the lending policy should not 
come in the way of the medium and large-scale 
industries obtaining finance for their legitimate 
production needs. This support from the 
Reserve Bank enabled the banks to go all out 
in extending credit in pursuance of public policy 
and simultaneously continue to meet other 
legitimate credit demands. With the curtail¬ 
ment of refinance facilities in the context of in¬ 
flationary trends, the banks will find it difficult 
to meet the aggregate demands for credit from 
thehr own resources immediately. The squeeze 
must be felt somewhere and this is where the 
banks find themselves in k fix. 

CMit Planii^ Nee^ 

Their dilemma Is mt large and ntedium scale 
induMries cannot be dcfiied assistance without 


detriment to industrial production, and the 
weaker sections of the community cannot be 
denied assistance without a serious set-back in 
public policy. Surely the decision cannot be 
left to the discretion of each individual bank 
and the situation calls for credit planning and 
clear guidelines to the banking system as re¬ 
gards the appropriate priorities in lending. I 
do not suggest there has been no credit plann¬ 
ing as such so far; but this planning has merely 
been directional in nature without bringing 
within its compass the quantitative allocation 
of the total fljw of credit. What I have in 
mind is an assessment of the optimum expan¬ 
sion in bank credit that is permissible, and 
its apportionment among various sectors and 
sub-sectors of the economy so as to accord with 
the Plan priorities. With the awareness of the 
limited resources, 1 hope that such credit plann¬ 
ing will receive the urgent attention that it de¬ 
serves. 

Deposit Rates 

Varying views have been expressed in regard 
to the pattern of interest rates on the deposits 
in the country. One view is that for an accele¬ 
rated growth in deposits there should be a sub¬ 
stantial increase in these rates. J doubt very 
much whether deposits, at least in this country, 
can be considered interest elastic, but this is no 
reason why the bank depositor should be given 
a raw deal. Recently there was an increase in 
the Bank Rate from 5 to 6 per cent. The 
effect of an increase in the Bank Rate i.s a rise 
in the interest rale structure both for deposits 
and advances. In our country, however, the 
effect has become lop-sided, in that while there 
has been an all round increase in the lending 
rates, the deposit rates have not corresponding¬ 
ly moved up. Whatever may be the objective 
of increasing the lending rates, the proportioil- 
atc benefit ought to be passed on to the bdfilc 
depositor, who should get what is Jegitin^^ely 
his due. ; \ ^ 

Financial Institutions 

In this context 1 would also like'^lp draw 
attention to the invidious disiiiigl|^fi ixi the 
matter of interest rates as bctwet^Oadiv^dnal 

it is indeed ironical that the individttal deposi¬ 
tors should be clearly at a disadvantage vig-a- 
vis such institutions. In the case of a hank 
depositor, the shorter the pmod of the deposit, 
the lower his return by way of interest. A 
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financial institution like the Life Insurance 
Corporation of India or the Unit Trust of India, 
on the other hand, may operate in Ale inter¬ 
bank call money market and command a^igh 
return — as disproportionately high as 1! to 12 
per cent—on its day-to-day lendings. When 
these financial institutions were permitted to 
operate in the inter-bank call money market, 
even though they arc rot banks, their entry was 
justified on the ground that this would improve 
the liquidity of the banking system. I am not 
sure that this hope has been fulfilled, since the 
funds ofiered in the call money market are 
mostly the funds which would in any case lie 
with the banking system and earn interest at 
the rates applicable to the public. The only 
result seems to have been a diversion of funds 
from low-yielding fixed and short-term deposits 
to high-yielding call deposits, with a consequent 
rise in the cost to the hanking system. The 
position is more or less the same in the case of 
the co-operatiVc banks. Some of these banks, 
taking advantage of their exemption from the 
deposit rate directives of the Reserve ^nk 
of India, have succeeded in cxtrr^cting a stiff 
price from the hanking system for their deposits. 
1 urge that not only on considerations of fair¬ 
ness but also of wider issues of investment, 
individuals and institutions should be put on an 
equal footing in the matter of return on surplus 
funds. 

Consolidating Cains 

As staled earlier, commercial banks have lent 
to priority sectors and particularly to agricul¬ 
ture at a fairly fast rate. The pace of their branch 
expansion programme has aho been very fast. 
Severe strains have, therefore, developed 
on the organisatiotial and trained man-power 
resources of the banking system as a whole. 
The understanding as regards the concept of 
lending to the priority sectors has not been 
unifoimly clear at all levels and the stipulated 
criteria i;i regard to assessment of applications 
have not been strictly adhered to. Measures 
will have to be taken to consolidate the gains 
in respect of advances to the priority sectors as 
well as opening of new branches. The pace of 
progress in these two spheres must be related to 
the growth in qualitative and quantitative 
terms of the organisational infra-structure, 
and vice versa. For this purpose, it will be 
necessary for the commercial banks to realign 
their organisational paaerns so that they may 
regain their poise and proceed with renewed 
confidence and vigour. 

At;riculttiral Finance 

Of the priority sectors, agriculture poses 
very bard problems. The credit needs of this 
sector in the next three or four years seem to 
be as high as Rs. 4,000 crores. Meeting these 
needs is an enormous tusk. Having regard to 
the resources available, the role ot the commer¬ 
cial banks in this field can only be supplemen¬ 
tary, ai any rate in the immediate future; the 
responsibility must continue to rest mainly with 
the co-opeiativcs. It will be imperative for 
commercial banks to ensure that the credit that 
has already been extended, or is being extended, 
is put to the most effective use. This presup¬ 
poses the creation and strengthening of a ma¬ 
chinery which can properly evaluate the pro¬ 
posals at the initial stage and effectively super¬ 
vise afterwards the utilisation of credit at diff- 
eunt Stages. 

It will be difficult to create such a machinery 
at every effice of the Bank. The Bank’s strategy 
will, therefore, be to move away from scat¬ 
tered lending and shift the emphasis towards 
intcnsifitaiion of the area approach. Efforts 
will be directed towai'ds formulation of a pro¬ 
gramme of banking propositions in respect of 
a definable aica consisting progressively of a 
village, a clu^tcr of villages, a taluka or a few 
talukas, glcading to integrated and harmonious 


development covering the variotts facets of the 
agricultural economy of that area. We believe 
that only through a concentrated effort in selec¬ 
ted areas could the scarce resources of the bank¬ 
ing system be put to the optimum use. To 
this end we propose to select throughout the 
country about 150 centres, in course of time, 
where yjfe shall strengthen our offices so as to 
be able to take both the initial and follow-up 
action in dealing with the loan applications. 
In selecting these centres, we will be guided 
by consultations with the State authorities, and 
have a bias in favour of areas with a prepon¬ 
derance of small farmers, particularly where 
Small Farmers’ Development Agencies are 
being set up and in districts where we have as¬ 
sume the lead role. Elesewhere our efforts 
will, subject, of course, to adequacy of resour¬ 
ces, be confirmed to the financing of only those 
farmers who come to the Bank on their own 
and have their land situated not more than 
ten miles from (he nearest office. Here again 
the Bank’s efforts will be to avoid scattered 
lendings, financing being restricted to a village 
or a cluster of villages. 

Organisational Structure 

Last year I referred to the inadequacy of the 
Bank’s organisational structure to meet the 
problems of control posed by the growing 
number of the Bank's offices and our desire to 
have the entire matter studied by a team of 
management consultants. The services of the 
Indian Institute of Management, Ahmedabad, 
were engaged for this purpose and the study 
has now been completed. 


The consultants have suggested a plan of 
reorganisation to meet the problems cau.sed by 
the rapid giowih and the change in the nature 
of business of the Bank during the last few years. 
Broadly, it has been suggested that the work at 
the larger branches should be organised on the 
basis of customer-groups to assist in focussing 
attention on the needs of different types of 
customers. Handling of the complete range of 
banking needs of a customer in one department 
would improve the quality of service which 
customers expect from the Bank. It has also 
been suggested that decision-making should be 
further decentralised not only to expedite the 
customer's work but also to create a climate for 
managerial development in the supervisory 
cadres. 

The consultants have recommended that 
system of annual performance-budgeting in re¬ 
gard to deposits, costs and profits should be 
introduced at each office to enable systematic 
development of business in each market seg¬ 
ment in consonance with the Bank’s policies. 
It has been suggested that management control 
based on such a scheme of annua) planning 
would provide scope for timely remedial action, 
at the same tirne enabling the operating staff 
to know what is expected of them. Detailed 
suggestions have also been made to bring about 
certain far reaching changes at the Local Head 
Offices and Central Office with specific reponsi- ! 
bilitics in relation to the management needs 
of the various aspects of the Bank's business. 
These recommendations are now being examin¬ 
ed. 

Staff Rf^lalions 

It is customary at such annual meetings for 
chairmen to tliank members of the staff for 
their co-operation during the year. We are 
fortunate in having been endowed with dedicated 
employees at all levels, who keep j^hclr institu¬ 
tion going and prospering. They are our 
mainstay. I must offer my sincere thanks for 
their co-operation. We successfully concluded 
negotiations for major wage settlements both 
with officers and the junior staff during the year. 
These settlements have been reached on the basis 
of aiiuor benefits to the staff. It will now be the 
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respontibility of the manaBcomt and the 
unions alike to ensure that the letum to the 
organisation in terms of higher effideocy 
of assumption of greater responsibilities by th* 
staff would be commensurate with these benefits 
resulting in greater customer satisfaction. 

If 1 may turn to the banking industry as a 
whole, the picture of staff relations is none too 
encouraging. The industry is up against a 
bewildering variety and multiplicity of disputes. 
The conduct of negotiations is bedevilM 
intra-union and inter-union pressures. The 
ultimate sufTerer is the customer, who is the 
reason for the very existence of the banks. 
Indeed, the irony is that the greater the suffering 
of the customer, the greater the pressure on the 
managements to settle. They b^ome helpless 
participants in deals where not reason but power 
to dictate terms becomes the sole arbiter; and 
the settlements while apparently solving one 
dispute seem to be sowing the seeds of another 
dispute in another wing of the same institution 
or in another institution. We never seem to 
reach the end of the road. I can only voice the 
hope that it will be possible before long to evolve 
a more suitable machinery for the settlement of 
di.sputes so that the atmosphere may becsome 
less and less vitiated in course of time and greater 
harmony may prevail between managements 
and unions. Only then will the customer re¬ 
ceive more courteous, speedier and chopper 
service, to which he is entitled. 

1 wish to place on record our sense of h%h 
appreciation of the valuable services rendered 
by Shri K.l'. Desai, who relinquished his office 
as Vice-Chairman after the completion of his 
term of appointment on the 7th June 1970. 
I also thank the Members of the Local Boards 
and the Directors on the Central Board who 
ceased to be on these Boards during 1970 for 
their able guidance and direction. 
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SUMDARAN TEXTILES LIMITED 

CAPITAL 

Paid-up ... .. Rs. 30,00,000 

Reserves and Surplus (as on 31-3-1970) Rs. 15,49,662 

Mamffacturers of : 

YARN FROM 3ls TO lOOs 

INSTALLED CAPACITY ; 27,648 Spindles 

Chairman : Sri T. S. KRISHNA 

Managing Director : Sri C. S. RAMACHARY 

Registered Office : T. V. S. BUILDINGS 

MADURAI-1 

Mills at : NANGUNERI 

Tirunelveli Dist. 


With the Best Compliments cf 

HBICULE8 INSURANCE GOMPANV LTD. 

(Incorporated in India) 

Reglxiered & Head Office 
Dare House Extension, Fourth Floor, 

3/1. North Beach Road, Madnis4. 

BOARD OF DIRECTORS 
H.V.R. Icngar, Esq*, I.C.S, (Retd.), Chairman. 

A.D. Mango, Esq., Deputy Chairman. 

L. V. Apte, Esq. 

M. E. Bourcicr, Esq. 

Kantilal Nahalchand, Esq. 

Mathuradas GovJnddas Parikh, Esq. 

E.K. Srinivasaii, Esq. 

P.C. Sekhar, Esq. 

Managing Director : 

P.C. SEKHAR. 

(ji'/teral Manager : 

K.J. PONCHA 

Bombay Branch Madras Branch: Calcutta Buutrh ; 

7. Kumpta Slrcci, Dare House Extension, 16, Hare Stixrct, 

Ballard Estate, III Floor, CiiIcuUii-1, 

Boinbay-l. 2/1, North, Beach Road, 

Madras-1. 

OTHER BRANCHES & AGENCIES: 
AMRITSAR -- AHMEDABAD--DELHI—LUCKNOW BAN¬ 
GALORE—MADURAI—.SINGAPORE-PENANG. 

ALL CLASSES OF GENERAL INSURANCE BUSINESS 
TRANSACTED. 

‘*HERCtl.ES T OR STRENGHl «Sc STABILITY " 


Th^ saved the ancient 
banyan tree and now their 
daring knows no bounds , 

it stand/ someone said of the banyan tree 
as the site was being cleared for the 
Hindustan Lever Research Centre, at AndherL 
So the tree still stands •—and it stands for quite a lot. For one 
thing, the tree signifies that we can’t easily get away from what is 
homc'grown. Appropriately, therefore, the Centre will tackle problems 
rooted in India —the kind that can only be solved here: 

Can we discover and exploit hitherto unused local sources of oil, thus 
cutting imports and saving foreign exchange? Can we develop milk 
foods that are ideally suited to Jndian needs? How can we improve 
the nutritive value of protein-poor foods? Can we develop 
processes for the preservation of Indian type food dishes? 

Research on all this can only begin at home. It has, at the 
Hindustan Lever Research Centre in Andhcri. The sweep and 
thrust of the studies are daring. The scientists are producing new 
devices for old, making traditional things happen in new ways. 

They have, of course, left the banyan tree alone to grow by itseif* 

Hindustan Lever 
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BHEL High Pressure Boiler Plant 


BHEL-Tiruchi can’t ba 
more uptodate 
than nowl 


Bharat Heavy Electricals High 
Pressure Boiler Plant at 
Tiruchi has entered into 
technical collaboration with 
Combustion Engineering Inc. 
of the USA, the world's most 
renowned boiler makers. 

Now, more than ever, BHEL- 
Tiruchi Is geared to meet the 
increasing demand for 
thermal power in our country. 
The range that will be 


manufactured will include 
large boilers, Raymond Bowl 
Mills, Waste heat boilers and 
a diversified range of allied 
products. 

Behind Combustion 
Engineering and their family 
of licensees is their vast 
experience in installing over 
forty percent of the total 
boiler units throughout the 
world. And their expertise 
in boiler technology achieved 
through continuous resrarch 
and development on which 
they spend over Rs. 75 miliion 
annually. 


BHEL-Tiruchi can now pass 
on several benefits in greater 
measure than ever before... 
The most modern techniques. 
Higher capacity boilers to 
slash unit costs. Sizeable 
savings on raw materials, 
initial costs, labour and 
operating expenses. Easy, 
quick to install shop- 
assembled boilers for process 
industries. And the strength 
of a giant name in the 
industry for greater 
recognition in foreign markets. 


BHARAT HEAVY EUCTRICALS LIMI' 

(A Govt, of Indio Undtrtolilne) 

Unit High Prossuro Boilor Plant, Tiruchirapall 
Regrsterod UlTice: No. S.Piriiomont Str«ot,Now Oa| 

BHET 

ereoting the ponor to ] 

•HEL/iieil 
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You can obtain 
Product Improvement 
with Cost Reduction 
in your industrjf 





EXTRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
lit every industry using fabricated metal 
shapes as components of assembly. A sin* 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H*sections, hollow shapes 
or semi*hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to: 

HINDUSTAN AUIMINIUM 
CORPORATION LTD. 

Works. Renukoot, U.P. 

OfTices: BOMBAY 
OELHI.CAICUTTA-MAORAS 
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► The movement for Bangla Desh i$ an internal aflair of Pakistan only in the 
narrowest technical sense. The massive mandate received by the Awami League 
and Its leader, Sheikh Mujibur Rehman,in a national election held specifically for 
the purpose of organising a civil government for taking over power from an ad- 
mtttedly provisional military regime and the attempt of the latter to frustrate the 
fulfilment of the democratic process by the use of armed force has created a situa¬ 
tion which cannot be spelt out in the alphabet of conventional legality. Al¬ 
though men in the formal uniform of the Government of Pakistan arc engaged in 
putting down with cruel savagery a civilian population risen in revolt, this struggle 
IS essentially a civil war since the armed forces of the junta in Pindi no longer re¬ 
present the national army of Pakistan, but only the butcher-gang of one section of 
Pakistan as against another, much larger section. 

Again, this civil war has obvious international implications, particularly in 
terms of peace in these parts of Asia. Already India, the Soviet Union, the USA 
and communist China have, in their several ways, expressed interest, if not declar^ 
their stakes, in the course of events in what was East Pakistan until the other day. 
Thus the movement for Bangla Desh has, in all essential respects, been interoa- 
tionaiised and it is therefore only logical that steps should now be taken in interna¬ 
tional terms to end the conflict and restore peace so that Pakistan may resume the 
interrupted processes of its return to popular government. 
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Unfortunately, the United Nations, which is the natural authority for initiat¬ 
ing and guiding any such international intervention has once again displayed its 
utter helplessness. Its Secretary-General, U Thant, has plumbed new depths of 
futility in his inglorious career by remaining a bemused spectator of the massacre 
of an entire community by a railitary regime claiming and enjoying the right to 
represent Pakistan in the United Nations. Thus has been destroyed finally any 
moral authority the UN might have retained or personal dignity its chief might 
have been left with after the continuing tragedy of Vietnam or the muted memory 
of Biafra. It is indeed a terrible thought that neither the UN itself nor any of its 
mcmbers-countries individually has so far thought it possible or worthwhile to 
place on the agenda of that body Pindi's resort to barbarous repression in dealing 
with the movement for Bangla Desh. 

So much for an international authority which has been created in the 
fmth that it would function as the conscience of the world. This leaves a 
situation in which the lives or even the right to live of the millions involved in the 
movement for Bangla Desh have come to be dependent on the discipline which the 
governments of the USSR and the USA indiviaually or jointly may be able to en¬ 
force on the men in Pindi, . Both Moscow and Washington have publicly dis¬ 
closed their strong objection to a continuance of Pindi’s military action against the 
mov^ent for Bangla Desh and it may be assumed that their silent protests or 
warnings to Gen. Yahya Khan and the men behind him have been much stronger 
than their published declarations. Now that Pindi*s bid for a quick military de^ 
cision has not succeeded, these two big powers, which have never hestitated 
affirm their rights to the role of peace-keepers of the world, have been given scope 
and time to dictate decisively to the junta. 

Our country and its government have clearly been placed in a situation of 
the greatest delicacy and difficulty by Gen. Yahya Khan’s employment of massive 
military force for destroying the movement for Bangla Desh. Our own national 
interest clearly lies in peace being restored in Pakistan under such conditions as 
would enable the accredited leaders of the majority of its population to assume 
authority for the government of the country in accordance with settled democratic 
principles and procedures. Although popular emotions in our country may tend 
to cloud the issue, it is the duty of our government to keep its own vision clear 
and explore or assist in exploring all possible means of stopping the massacre of 
innocents and restoring peace in Pakistan. It is to the credit of our Prime Minister, 
her advisers and her administration that so far they followed this straight and 
narrow path with immense dignity, strength and restraint. It is very much in the 
ultimate interest of all the people of this sub-continent that this country and its 
government should continue to remain firm in this manner and thus be true to our 
national interest as well as the obligations which all governments and peoples owe 
to the international community. 
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290.04 crores (budj^t). An increase in 
revenue receipts and a decline in capital 
expenditure even with a slight shortfall 
m., m i in capital receipts were mainly responsi- 

Plan Lags and Buoyant Revenues ble for the nearly balanced character or 

® ^ the 1969-70 budget. 


Tul: JNiruiM budget estimates for 
1971-72, which were presented to Par¬ 
liament by the union Finance Minister, 
Mr Y.B. thavan, for securing a vole 
on account, might be said to have no 
special significance as there were no pro¬ 
posals for raising additional resources 
througli fresh taxation. The regular 
budget will be formulated only in the 
coming weeks and brought before 
Parliament some time in May. As Mr 
Cliavan himself has indicated that there 
will be a further widening and deepening 
of the tax base for increasing the tempo 
of Plan expenditure, there is anxiety to 
know in stock market circles and else¬ 
where what will be the quantum of addi¬ 
tional taxation and what effect will it 
have on personal incomes and corporate 
profits. 

While there is bound to be considera¬ 
ble excitement on the budget day in 
May, the question is whether Mr 
Chavan is under obligation to raise 
additional resources in a big way 
when it has been amply demonstrated 
by the developments in the past two 
years that there is now no constraint 
due to the inadequacy of resources and 
the main problem is one of speeding up 
work on Plan projects in the central 
sector. It has now been indicated that 
even with an increase in Plan expendi¬ 
ture in 1970-71 in the revised estimates 
by Rs 180 crores as compared to the 
revised estimates for 1969-70, there will 
still be a significant shortfall in relation 
to the budget provisions. It has, there¬ 
fore, been decided to maintain the 
allocation for Plan schemes in the 
central sector at Rs 1,195 crores—the 
level of the previous year. Even if this 
target was fulfilled, there would still be 
an increase in expenditure as compared 
to 1970-71 by about Rs % crores. 

The central government is per¬ 
haps c.Kpcricncing difficulty in ex¬ 
ecuting Plan schemes as the desir¬ 
ed progress has not been achieved 
in the construction of the Bokaro 
steel project, fertiliser units and other 
industrial schemes. Jt is necessary to 
point out here that out of the budge¬ 
tary allocations in the revenue and 
capital accounts for Plan purposes, 
nearly 50 per cent is accounted for by 
industrial and mineral projects. There 
is, therefore, bound to be a shortfall in 
outlays if there is slow progress is 
the industrial sector. In the revised 
estimates for 1970-71 there was a drop 
of Rs 96 cK>rcs mainly in the capital 
budccl. This shorttali has again 


taken place in spite of the fact that there 
was an increase in the aggregate outlay 
by.Rs 180 crores as compared to 
1969-70. 

The financial position did not, there¬ 
fore, present.any problem forthe exche¬ 
quer m 1970-71 even with a higher level 
of non-Plan expenditure. Actually, 
witli a buoyancy of tax revenues and 
satisfactory capital receipts, there was 
an increase in the revenue surplus to the 
highest level of Rs 198.14 crores in the 
revised estimates (since 1965-67) from 
the budget estimate of Rs 137.81 
crores for 1970-71. The overall deficit, 
however, will be marginally higher at Rs 
229.57 crores against Rs 226.94 crores. 
It is unlikely that this deficit will ma¬ 
terialise if the experience of 1969-70 is 
any guide. The accounts for that year 
have now been finalised and an analy¬ 
sis of the latest data discloses that 
actual tax revenue was higher at 
Rs 2,201.46 crores against the revised 
estimate of Rs 2,110.37 crores. Non¬ 
tax receipts also were slightly higher 
at Rs 865.63 crores against Rs 855.11 
crores. As there were no upsets in capital 
receipts and there was a big decline 
in expenditure, the overall deficit was 
only Rs 45.53 crores (accounts) 
against the estimate of as much as 
Rs 279.17 crores (revised) and Rs 


It will, therefore, be reasonable to 
presume that there may be a repetition 
of the happenings of 1969-70 in 1970-71 
as well, particularly as Mr Chavan 
has indicated that there has been a lag 
in Plan expenditure and tax revenues 
have been quite encouraging. It will not 
be surprising if there was even no overall 
deficit when the accounts are finalised 
for 1970-71 as for several months the 
central government has been unable to 
prevent an accumulation of its cash 
balances with the Reserve Bank. 
These stood at Rs 373,74 crores on 
March 19, 1971 against only Rs 88.15 
crores on April 3, 1970. If there could 
be a small overall deficit in 1969-70 
even with a net slight drop in cash 
balances because of lower Plan outlay, 
in 1970-71 with larger revenues, lower 
capital expenditure and a building 
up of cash balances, it stands to 
reason that the overall deficit should be 
nominal or there may even be an overall 
surplus for the first time in the past 
decade and more. It is also necessary to 
point out here that the overall deficit 
of 1969-70 was the lowest for several 
years as between 1962-63 and 1968-69, 
these deposits exceeded Rs 150 crores 
every vear, the maximum reached being 
Rs 295.29 crores in 1966-67. 

The budget e.slimates for 1971-72 
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^tulating a revenue surplus of needless difficulties for the tax<payer the circumstances, the optimism of the 

RS 114.50 crores and an overall deficit as there will be no inadequacy of nnan* ARC that the lowering of procurement 

of Rs 240.30 crores may well prove to cial resources and the main task will prices would not affect the spread of 

be an over>estimate sefar as the dvertdl relate to the streamlining of government the green revolution does not appear 

deficit is concerned and an under-esti- machinery for utilising Plan allocations to be misplaced. The APC has rightly 

mate in respect of the revenue surplus, and making the best use of existing facili* pointed out that in the furthering of 

Since the budget estimates for 1971-72 ties. There will also be a more impressive agricultural development in future, 

have been based on the revised estimates growth in tax and no-tax revenues and greater reliance will have to be placed 

for 1970-71, it will be accepted that any capital receipts if there is an increase on increasing the efficiency of cultiva- 

improvement in the final position for in industrial production with a more tion and consquential reductions in 

the latter year will be reflected in a bigger efficient functioning of the public sector the cost of farming rather than on arti- 

revenue surplus and a smaller overall undertakings and a larger demand for ficial props to prices, 

deficit. The Finance Minister need consumer and durable goods on account , Anr-«i. -i 

not, therefore, be worried about mobili- of a higher level of purchasing power of f™tn what the APC has said, 

sing additional resources and creating the agricultural income groups. prkes*^s*indeed soMd^from°the*^]^1nt 

of view of the overall price situation in 
Towards Chesper Whest? country, which, of late, has been 

* causing no small concern. One of the 

basic reasons for the upswing in the 

Notwithstanding the fact that its for it is they who have benefited from general price level is the cost-push in- 

recommendations on procurement successive raises in these prices since flation j^ctised by the government, 

prices of foodgrains have not been the mid-sixties. If this can be avoided, the upward thrust 

accepted by the union government in on the price-line should be mitigated to 

recent past, the Agricultural Prices The pcr^ptible decline in the free a great extent. One of the sure ways 
Commission (APC), in its report on the market prices of wheat too is a valid of avoiding cost-push inflation is the 

price policy for rabi foodgrains for argument for lowering procurement containing of food prices, for food ad- 

the 1971-72 season, has again suggested prices. With the meagre differential mittedly takes away a major slice of an 

that procurement prices for indigenous between the prices of wheat supplied by average Indian's income, 

red wheat should be lowered to Rs governmental agencies and those ob- 

68 per quintal, from Rs 71 to Rs 74 fixed taining in the open market, the quality The argument by some that the global 

by the state governments last year, and conscious consumers have been gra- experiences warrant maintenance of 

those of Mexican and indigenous com- dually shunning the fair price shops. procurement prices over a sufficiently 

mon white varieties to Rs 74 per quintal. This was the main reason for the dc- long period too does not seem to be 

from Rs 76 in the last season. The dine in the offtake from governmental valid at the present juncture. The pro¬ 
commission feels that unless procure- distribution agencies. If wheat prices curement prices in our country have 

ment prices arc lowered, the issue price tended to go down in the open market been successively raised in the sixties, 

for wheat for distribution through go- despite the shifting of the demand of The incentive to the farmer, thus, has 

vernmental agencies will have to be the quality-conscious consumers, it been maintained for a sufficiently long 

raised by three rupees to Rs 87 per is a clear indication of the fact that period. It is time that the interest of 

quintal if the government is not to there is enough wheat to go round. the vulnerable consumer is safeguarded, 

incur any loss. This is because the com- As this year’s output also is expected In this connection, if must also be 

ponent of cheap imported wheat ip to be higher than last year’s by about a pointed out that the experience of other 

government releases, which has been million tonnes, in spite of inadequate countries relates to support prices and 

progressively going down over the past rains, it should be evident that the last not procurement prices. The support 

three or four years, will be reduced to year's procurement prices were more prices in an era of comfortable supplies 

40 per cent this year: last year this pro- than adequate. The downtrend in the obviously cannot be equated with pro¬ 
portion came to 50 per cent. If both the open market prices has had no effect curement prices fixed for encouraging 

issue and procurement prices are main- on the incentive to produce more. In growth. The present apparently is the 

tained at the last year’s levels, the loss 
that the central exchequer would have 
to incur, it has been estimated, would 


exceed Rs 35 crores. 

The preference of the APC for the 
scaling down of procurement prices is, 
indeed, based on sound premises. It 
points out that the raising of the issue 
price this year also after fairly sharp in¬ 
creases in the recent past — last year 
the issue price was put up by Rs 6 per 
quintal from Rs 78 to Rs 84 — would 
adversely affect the weaker sections of 
society for whose benefit the govern¬ 
mental distribution system has been de¬ 
signed. On the other hand, if the pro¬ 
curement prices are lowered, those 
affected will be primarily the more 
affluent among the agriculturists who 
have large land holdings and sizable 
marketable surpluses. These affluent 
sections, the Arc feds, can have no 
objection to reduced procurement prices. 


^Icwiomiit 2.5 yea.t6 -fiao 


APRIL 


The Bretton Woods scheme has started work¬ 
ing in a monetary environment which differs 
in certain significant respects from that existing 
during the inter-war period, particularly si^ 
the Depression. The stresses of the Depression 
steadily broke up the area of operation of the 
universal gold standard, until the world was 
broken up into a number of monetary blocs. 
Most of those monetary blocs no longer exist 
in a recognisable fomt, Germany, Italy and 
Japan have practically disappeared as predomi¬ 
nant economic powers while France emerges 
with considerably reduced powers and pressing 
reconstruction problems. The old gold bloc as 


12. 1946 


such no longer exists, but a new grouping of 
“difficult” or “hard" or “scarce” currencies is 
constituting itself. Meanwhile, although Great 
Britain finds herself saddled with new and 
onerous financial burdens, the sterling area 
itself has been much strengthened and put on a 
formal basis. Both India and Great Britain are 
original members of the Bretton Woods scheme, 
India has, therefore, to assess not only the 
compatibility of the sterling grouping with the 
Bretton Woods scheme, but also the impor¬ 
tance of her continuing sterling affiliations 
in the new context of her expansionist 
economic programme. 
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time wjlien we should thiiak in terms of 
support prices instead of procurement 

E rices. And support prices ought to be 
>wer if for no other tgason than to 
limit the funds being locked up. 

The green revolution in wheat, it is 
admitted at all hands, has come to stay 
The wheat grower is now fully aware of 
the benefits accruing from the applica¬ 
tion of scienc'e and technology to his 
operations. He can be depended upon 
to continue his efforts in this direction 
provided, of course, he is assured that 
the prices will not fall precipitately. To 
check prices from declining sharply is 
the function of support prices. Could 
it be hoped that political considerations 
which have stood in the way of any 
downward readjustment of procure¬ 
ment prices in the past, despite the ex¬ 
pert advice of the APC, will now be rele¬ 
gated to a secondary position when the 
ruling party has been returned to power 
with a thumping majority? 

Sugar and 

The statement of Mr A.P. Shinde, 
union Minister of State for Agriculture, 
in the Lok Sabha on March 31 regarding 
the arrears payable by sugar mills to 
cane-growers has caused both surprise 
and dismay in the industry circles. 
According to the minister, the arrears 
payable to cultivators for cane supp¬ 
lied in the current season were estima¬ 
ted at Rs 54.45 crorcs for the week 
ended February 28, 1971. The arrears 
for the 1969-70 season, of course, were 
significantly lower at Rs 4.31 crores. 
It follows that the industry owed the 
cane-growers at the end of February this 
year as much as Rs 58.76 crores which 
IS not a small sum. A detailed analysis 
of these figures, however,' shows that 
the arrears are not as large as made out 
by the minister and that the sugar in¬ 
dustry alone is not responsible for the 
present state of affairs. A part of the 
blame must be borne by the government 
as well. 

It is well-known that a majority of 
the sugar mills in Maharashtra and 
Gujarat are co-operative ventures and 
their pa>TTients for sugarcane are go- 
'vernedby the bye-law's of co-operative 
societies. If these factories are exclu¬ 
ded, then the arrears for 1970-71 would 
come down to RsS 41 crorcs only. Again, 
the sugar factories are allowed a grace 
period of 14 days for the payment of 
sugarcane purchased from growers and 
it is estimated that nearly half of the 
outstandings fell within this period. 
It means that the total arrears for the 
1970-71 season were no more than Rs 
20 crores. The sugar mills would nave 
been able to clear these arrears if ade¬ 
quate credit was forthcoming frotn 


With a view to putting the food policy 
of the country on a sound footing, it 
is, indeed, encouraging to note that the 
APC has reiterated its faith in the build¬ 
ing up of an adequate bufler stock of 
foodgrains. Already at the end of 
1970, a buffer stock of 3.4 million 
tonnes had been built up — one million 
tonnes more than at the end of 1969. 
If the procurement operations this year 
yield four million tonnes of rabi food- 
grains as envisaged by the APC, we 
should be able to augment this buffer 
stock even with reduced imports. As 
wheat output this year is expected to be 
nearly one million tonnes more than 
last year, the procurement of four mil¬ 
lion tonnes may not be a difficult 
task, especially when the normal trade 
channels arc nearly full thanks to 
successive good harvests in the a past 
three years. Last year, with much re¬ 
duced stocks with the trade and a lower 
output, the procurement of wheat could 
exceed three million tonnes. 

Hard Times 

banks and the levy prices were revised 
keeping in view the rising costs of the 
industry. The chairman of the Indian 
Sugar Mills* Association (ISMA). Mr 
S.K. Somaiya, recently impressed upon 
the Reserve Bank that unless increased 
bank credit was made available to the 
sugar industry, it would not be able to 
clear the arrears. But precious little 
seems to have been done by the authori¬ 
ties. 

Besides inadequate availability of 
credit to sugar mills, the uneconomic 
price structure for the industry is a 
powerful reason for the present plight 
of this industry. Ever since the initia¬ 
tion of partial decontrol in sugar, the 
government had pursued the policy of 
fixing levy prices for the various zones 
in two stages. At the start of the 
crushing season, provisional levy prices 
were fixed on the basis of estimated re¬ 
covery and anticipated duration of the 
crushing season. Near the close of the 
season, the levy prices were revised tak¬ 
ing into account the actuals in regard 
to both the above-mentioned factors. 
Till the 1968-69 crushing season, this 
policy had operated to the satisfaction 
of all the parties concerned. In the 1969- 
70 season, however, the government 
exhibited extreme callousness to this 
industry as no final levy prices were 
fixed and almost all the sugar produced 
by mills was sold at provisional prices. 
It seems that the same policy would be 
followed this year as w'cll since no final 
levy prices have been fixed so far even 
though data are available in regard to 
recovery' as well as the duration of the 
crushing season, 

A natural consequence of such a 
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policy was to throw out of gw the 
operation of sugar milb in certain re¬ 
gions. Here is what Mr Somaiya 
told newsmen at a recent press con* 
ference in the capital: *Tn Tamil 
Nadu all the six units whose financial * 
results have been published so far have 
incurred substantial losses. One unit* 
whose paid up capital was Rs 60 lakb» 
had lost as much as Rs 41 lakhs on its 
working during 1969-70 season alone. 
Further two units in Tamil Nadu have 
reported losses to the tunc of Rs 36 lakhs 
and Rs 33 lakhs. Similar distressing 
situation is witnessed from the published 
financial results of the factories in other 
regions as well. For instance, in east 
UP, out of eight units whose financial 
results have been published in the press 
so far, six have gone into losses. In 
Bihar, three out of six units have lost. 
In Madhya Pradesh two out of four 
ha\c shown losses,’* 

The los es incurred by these units 
due to the uneconomic price structure 
are bound to cause some arrears and 
the blame for it lies fairly and squarely 
at the door of the government which 
has shown extreme carelessness in re¬ 
gard to the affairs of the sugar industry. 
What is more distressing is that the levy 
prices for 1970-71 were maintained at 
the levels fixed in the preceebng year, 
despite the fact that the cost of manu¬ 
facture had increased due to a number 
of factors about which the government 
was fully aware. The rise in purchase 
tax on cane in Haryana, enhanced com¬ 
mission charged by co-operative socie¬ 
ties in Bihar, levy of electricity duty in 
UP, increased depreciation ratio ac¬ 
cording to new income-tax rules, the 
rise in interest rale by one per cent and 
the commitment charges levied by banks 
arc some of the reasons leading to a 
rise in the cost of production. The 
Second Wage Board Award had been 
implemented by the industry on the 
specific understanding that its incidence 
would be taken into account while 
fixing the levy prices. As a consequence 
of this unimaginative policy pursued by 
the government, the sugar industry as a 
whole sufiered heavy losscsrin 1969-70 
and the current year promises to be no 
different. 

This industry's seasonal character has 
imposed a number of limitations upon 
it. While the machines work for nearly 
five months in the year, output is dis¬ 
posed of in 12 to 16 months. The pay¬ 
ment for cane has to be made within 14 
days of the purchase which implies that 
without sufficient support from the 
banking sector and a fair pricing policy, 
the industry cannot hold its own. Be¬ 
cause of mounting demands for credit 
from other sections of the economy, 
the banks are perhaps not in a portion 
to satisfy fully the needs for credit of 
the sugar industry. In such a situa- 
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tion. H is wor^wiUk studying ths me* 
thods ikl<q>ted by other countries to 
solve this problem. In some foreign 
countries, the payment for cane pur* 
chased from the grower is linked with 
tlm disposal of sugar. In the first in¬ 
stance, payment for cane is made at a 
rovisional price. The accounts are 
nally settled only after the mill has 
been able to unload the whole of its pro¬ 
duction on the market. Perhaps this 
method of payments can be adopted in 
this country. If it is found feasible. 


The Realities 


Ar THE statement of the Chairman of the 
Industrial Credit and Investment Cor¬ 
poration of India (ICICI) to the share¬ 
holders of the corporation is dated Feb¬ 
ruary 11,1971 — that is almost a month 
ahead of the publication of the general 
election results — it is obvious that Mr 
G.L. Mehta had made up his mind on 
what to apprise any new government as 
to this country’s precise needs to make 
economic headway, regardless of the 
election results. For, whatever the politi¬ 
cal party or whoever the Prime Minister, 
the realities to be faced are the same. 
But while the realities are the same, 
there can be no guarantee that the ap¬ 
proach also will be either the same or 
as realistic as it ought to be at the hands 
of different political parties. Hence 
the necessity for persons like Mr Mehta 
who may be depended upon to take an 
objective and dispassionate view of 
our country’s economic ills and .their 
solution, to put forward what they re¬ 
gard as the imperatives of the situation. 
It is Just as well that he has done it. 

As Mr Mehta observed, the year 1970 
was a disappointing year in many 
senses; save for the most noticeable 
achievement of a good foodgrain har¬ 
vest for, the fourth consecutive year, the 
picture elsewhere — non-foodgrains 
farm production, industrial output, ex¬ 
ports and prices — was less than satis¬ 
factory. The fact is, to auote him, 
’‘while the pre-conditions for rapid in¬ 
dustrial development are being estab¬ 
lished, it is evident that we seem to 
have run out of policy initiatives 
in the field”, as is clear from not only 
the slow growth of industrial production 
but also the inadequate utilisation of 
industrial capacity. This is reality num¬ 
ber one. 

Reality number two is that whatever 
industrial recovery there has been 
is spread so unevenly. Thus, whereas 
consumer goods industries which suffer¬ 
ed the least from the recession have made 
up the leeway in idle capacity, inter¬ 
mediate and capital goods industries 
have still to go a long way in ^ res- 


then the state governments should also 
assist this industry by staj^ering 
the payment of cane cess in the same 
way. 

While a way has to be found to satisfy 
the credit neras of this, industry, there 
should be no delay in revising the levy 
prices. If the working results of sugar 
mills put them in the red because of un- 
remunerative levy prices, then even the 
measures for easy credit would not pull 
them out Of their present difficulties. 


We Must Face 


pect. “And unless we can improve the 
rate of utilisation of capacity in these two 
sectors of industry, there is little pros¬ 
pect of reviving the overall rate of in¬ 
dustrial investment in the economy”. 
Even industrially advanced countries are 
extremely particular about maintaining, 
if not increasing, the rate of industrial 
investment. In the UK, for example, 
economists are worried about the threa¬ 
tened declining level of industrial in¬ 
vestment in Britain as such and also in 
relation to those in competitive count¬ 
ries. This is understandable, because a 
lower rate of industrial investment would 
mean a lower rate of industrial produc¬ 
tion and also reduced capacity to meet 
the continual labour demands for higher 
wages. It is not necessary here to go 
into the factors responsible for the slow¬ 
down in the pace of industrial invest 
ment growth and, in consequence, of 
industrial growth. 

Reality number three is the failure 
of both the traditional and the non- 
tradiiional sectors of our export trade 
to achieve the planned annual growth 
rate of seven per cent. How disappoint¬ 
ing, if not disastrous, to our economy 
this has proved is eclipsed by the rea¬ 
sonably comfortable level of foreign 
exchange reserves built up over the 
past three years, on the one hand, and 
the fact that the economy has not been 
operating at full steam, on the other. 

Reality number four is the distur¬ 
bingly high price level. When prices 
rose in those three disastrous years of 
196^65, 1965-66 and 1966-67, we could 
blame it on the poor harvests, but the 
rise in prices in 1970 cannot be so expla¬ 
ined away. The price rise particularly 
affected industries, as it was mainly 
confined to cash crops or industrial raw 
materials. Now, this continuous rise in 
prices, it has been established, is the 
result of demand factors rather than 
supply factors. (Hence the ICICI chair¬ 
man’s exhortation about the need for 
discipline in monetary and fiscal policy 
fields). 

Re^ty number five is that, at the 


.present rate of development, our eco¬ 
nomy is not able to absorb the increasing 
population in the working age groups 
wen as it is. If anything, the situation 
is likely to worsen with each day that 
passes. And if this trend should conti¬ 
nue — lessening employment opimrtu- 
nities, with increasing food supplies - • 
“no system, political or economic, car. 
expect to stand the strain .." Yet, 
what is disheartening, as Mr Mehta 
has noted, is that “the problem has been 
relegated to a subordinate place in the 
present order bf priorities,” Everyone, 
including Mr Mehta, realises that there 
are no simple solutions to this problem. 
Immediately, as he has pointed out, the 
problem is not only to absorb the exist¬ 
ing unemployed but also to give them 
jobs in non-agricultural activities, which 
means to build up a potential in these 
spheres to absorb both the increasing 
number of job-seekers and those re¬ 
leased from agriculture. In other 
words, the job potential in the non- 
agricultural sectors will have to rise 
geometrically so as to meet the demand. 
There are some answers to the problem 
that promise to meet it, such as slowing 
down the g^'owing rate of our popula¬ 
tion, creation of low-paid productive 
jobs near the place of residence of job¬ 
seekers and taking up of construction 
and road transport activities. 

Reality number six is to choose whe¬ 
ther we should have a capital-intensive 
high-wage development of a narrow 
base or a broad-based low-wage em¬ 
ployment-oriented development effort. 
The former has been tried and found 
wanting in terms of employment provi¬ 
ded, potential for creating employment 
opportunities and generating resources. 

According to Mr Mehta — and there 
can be no two views here — then, the 
state of the economy, particularly the 
picture in the industrial field, should 
be .“a cause of some concern,” Lest 
the government should feel complacent 
that the excess capacity is being worked 
off in any case, thanks to the growing 
secular demand for industrial goods, he 
has made it clear that it was the duty of 
the government to have seized the cli¬ 
mate for a spurt in industrial invest¬ 
ment and accentuated it by specific 
investment decisions, thereby implying 
that it has failed to do so. But, at the 
same time, he has welcomed the recent 
decisions in regard to the three steel 
plants and the small cars and scooter 
projects with foreign collaboration in 
the public sector as productive of a large 
multiplier effect. A multiplier effect, 
however, will be there only if there is 
sufficiefnt response from the private 
sector. Unfortunately, barring a few 
industries, e.g. tractors and automoMIe 
tyres, the response has been rather hesi¬ 
tant, wherefore the ICICI chairman 
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has stressed the need to ascertain the 
reasons for such hesitatioh: Apart from 
the fact that industrial recovery has been 
neither as generalised jjor so quick- 
paced as to infuse confidence in the pri¬ 
vate sector, “the country is in the midst 
of a transition in respect of its industrial 
investment policy whose full implica¬ 
tions have still to be worked out by the 
government and absorbed by the 
entrepreneurial sectors in the economy’". 
Here, then, is the crux of the matter: 
“While the entrepreneurial initiative and 
enterprise of the existing groups have 
been blunted, the expected upsurge of 
new and favoured categories of entre¬ 
preneurs has not come up to take its 
place”. 

Mr Mehta has done well to spell out 
the areas of uncertainty in this policy. 
These, in the main, lie in the spheres of 
investment assigned to different entre¬ 
preneurial categories. The attempt of 
the authorities to demarcate the areas 
of operation for different entrepreneu¬ 
rial categories has had a negative, rest¬ 
rictive slant as regards freedom of in¬ 
vestment. As he has rightly urged, “it 
is not sufficient to restrict the entry of 
large houses in these investment catego¬ 
ries, it is desirable that positive 
encouragement is offered to the entre¬ 
preneurial categories which are sought to 
be encouraged”. 

Even more important is the necessity 
to re-examine the structure of planning 
and control in the light of the develop¬ 
ments during the last 20 years, M r Mehta 
has opined. This is so because not only 
has the industrial base expanded oyer 
this period, the instruments of financial 
control have increasingly passed into 
the hands of the government. 

Mr Mehta has also called upon our 
entrepreneurs to take a broader view 
of the development process and think 
of hiving off some industrial activities 
and allowing them to be carried on 
separately so as to provide adequate 
scope for all potential entrepreneurial 
talent. To quote him, “While a policy 
of making everything under one roof 
might have had some justification in days 
w'hen markets were limited and indust¬ 
ries not diversified, it has little economic 
basis in the present context when mar¬ 
kets are expanding and broader entre¬ 
preneurial groups have to be found and 
started. IndusUialists also have an ob¬ 
ligation to provide goods to consumers 
at reasonable prices.” In this connec¬ 
tion, he has also referred to the need to 
control costs more elVeclivcIy and to 
develop our own research and develop¬ 
ment facitlities — “facets of a dynamic 
industrial philosophy”. (In this con¬ 
nection, we must offer a word of praise 
to the efforts being made by the ICICI, 
as witness the Conference on Re¬ 
search and Development convened by 
it in December last and the active steps 
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taken by it to set up a Financial Mana¬ 
gement Institute—this has since been 
registered and Mr S.L.N. Simha, who 
has made a special study of develop¬ 
ment banks, has become the first 
Director of the Institute). 

Inasmuch as the ultimate object of all 
planning is to maximise welfare, Mr 
Mehta has underscored the necessity for 
government not only taking the needed 
measures itself but also to encourage 
public effort to improve the economic 
and social welfare of the people. Refer¬ 
ring to the ICICI’s own contribution 
to this effort, he has indicated 
the several steps already taken 
and those proposed to be taken “to 
broaden the impact” of its operations in 
the sphere earmarked for it. The most 
important of these are the surveys of 
industrial potentials of different states. 
Already the ICICI staff has completed 
such surveys of Assam and Orissa and 
those of many more are in the offing. 
These undoubtedly should help lay the 
foundations of a broad development in 
these states. Then, there are the many 
concessional terms offered to projects of 
assistance to small entrepreneurs by 
extending even foreign currency loans 
to them, and investment in a hire-pur¬ 
chase finance company. But we attach 
greater importance to yet another 
sphere in which the ICICI is contemp¬ 
lating to interest itself, namely housing 
finance, recognising it, as it has rightly 
and, if we may say without offence, some¬ 
what belatedly, to be “a major lacuna in 
the present financial facilities available in 
the economy”. As the ICICI chairman 
has pointed out, adequate credit facili- 
lities are still not available to people for 
housing, although “housing is also an 
important element in total construction 
activity and would provide, besides shel¬ 
ter to those actively engaged economi¬ 
cally, also employment on a large scale.” 
We hope the corporation, which has not 
been slow to notice the lacuna, will lose 
no time in promoting the housing 
finance corporation it has in view. 

As for the corporation itself, not only 
were the operations in 1970 a distinct 
imxrovement over those in 1969, as 
the following figures reveal, but those 
of the first three months of 1971 too 
are reported to be quite satisfactory. 



1970 

1969 

No of applications for 

financial assistance 

218 

174 

Gross sanctions (in 

Rs crores) 

Net sanctions (in- 

43.35 

39.20 

R$ crores) 
Disbursements (in 

34.14 

30.02 

Rs crores) 

27.96 

18.16 


April 1971 
(In Rs crorea) 


Total net sanctions at 

end of 1970 * 295.69 

Made up as follows; 

Foreign currency loans 174.39 

Rupee loans 51.89 

Guarantees 7.80 

Underwriting 54.04 

Direct subscriptions • 7.57 


Total disbursements at the end of 
1970 were Rs 201.13 crores made up as 


under: 

(In Rs crores) 
Foreign currency loans 120.63 

Rupee loans 42.91 

Underwriting 30.44 

Direct subscriptions 7.15 

The gross income of the ICICI in. 
1970 was Rs 10.17 crores — an in¬ 


crease of Rs 1.19 crores over 1969 — 
while its net income (profits after tax) 
amounted to Rs 1.68 crores as against 
Rs 1.60 crores for the preceding year. 
The 10 per cent dividend recommended 
compares with nine per cent for 1969 
at which level the rate had remained 
static for the last three years. A notable 
feature of the appropriation of the cor¬ 
poration’s profits has been the plough¬ 
ing back of Rs 137 lakhs (Rs 119 lakhs 
in 1969) as against a dividend distribu¬ 
tion of only Rs 75 lakhs. It is not sur¬ 
prising, therefore, that the total reserves 
at the end of 1970 stood at Rs,8.23 
crores, that is, as much as Rs 70 lakhs 
above the total paid-up capital, which 
explains the corporation's proposed 
decision to increase the paid-up capital 
(for the second time — starting with a 
paid-up capital of Rs 5 crores, the corpo¬ 
ration increased it to Rs 7.5 crores in 
1965) to Rs 10 crores by offering to 
shareholders one share for every three 
shares held. But the new issue is not 
going to be a bonus issue, as the ICICI 
rightly wants to build up capital in the 
best traditions of financial institutions 
which generally avoid making bonus 
issues. 

So far as resources arc concerned, 
the ICICI continues to be in the happy 
position of assured lines of credit year 
after year from the World Bank and the 
West German Kreditanstalt fur wieder- 
aijfbau as well as the British government, 
in addition to the accommodation it 
received from these institutions in 1970 
(Rs 30 crores, Rs 102 lakhs, and Rs 
180 lakhs, respectively) it hopes to get 
further lines of credit of equal or bigger 
size this year. No wonder that the total 
resources (i.c. net of repayment and 
cancellations) available to the corpora¬ 
tion, including those under negotiations, 
add up to Rs 194.74 crores (Rs 69.69 
crores in rupees and the equivalent of 
$166.73 million in foreign currencies). 
This is as it should be, because, instead 
of just following the beaten track, the 
ICICI has gone on steadily broadening 
the financial facilities it is making avail¬ 
able to the community. 



9.197! 


BAE8TERN ECONOMIST 


64: 


The Mid-Term Poll and After 

DR A< APPAOORAI 


Mbs Gandhi, unlike Mr Wilson in Britain, has won the gam* 
hie in dedding on a general election well before it was due. 
The massive mandate she has received from the people for 
peaceful 8ocio*economic change has important implications 
ibr democracy. It is proposed in this short article to analyse 
four of these. 

First, on the credit side, is of course the obvious result: 
stability in the central government. The two-thirds majority 
secured by Congress(R) and the fact that no opposition party 
has the strength sufficient enough to be recognised as the 
official opposition [the largest strength is that of the CPI(M) 
—25 members] make this stability certain beyond doubt. The 
electorate has correctly judged, as Mrs Gandhi repeated 
in her electioneering campaign, that the towering 
issue in the election was how to provide a stable government 
at the centre. «> 

This massive victory, strictly from the democratic point 
of view, has two significant aspects. 

The burden of victory placed on the government is stu- 
wndous. If, as Mrs Gandhi said in her post-victory address, 
from the beginning the people had made it their election and 
it seemed as if the entire Indian people were fighting for the 
direction in which the country had to be taken, what is the 
direction in which the country is to move, and how is the 
government to chart that direction? Pritna facie, the answer 
is to be found in the election manifesto of the CongressCR). 
Three points, out of the twelve listed in that manifesto, deserve 
special mention in this context: “ .... provide fresh avenues 
of employment and thus widen the participation of our 
citizens in nation-building activities; control prices and en¬ 
sure to the people the supplies of essential commodities at 
reasonable prices; and accelerate efforts to provide basic 
requirements to our people by undertaking a dynamic pro¬ 
gramme of agricultural development.” Two other items in¬ 
dicated in the manifesto refer to the means for achieving these 
three objectives, all of which refer to economic development; 

“_enlarge the role of the public sector and improve its 

performance and find scope to the private sector to play its 
proper role in the economy, while curbing the concentration 
of economic power and wealth.” In my judgement, a prag¬ 
matic view demands not the insistence on the expansion of the 
role of the public sector per se, but only if it improves its 
pei;fonnance. 

A Disgrace 

A respected public worker like Achyut Patwardhan 
recently said: "The working experience of the 
public sector industries is such as would be a disgrace 
to social ownership”. This is important. The increase 
in production and the equitable distribution of national 
wealth both demand a pragmatic ai^oach. The question 
should not be how to enlarge the public sector, but how to 
enlarge that sector which gives the best performance. If the 
public sector gives the better performance by all means adopt 
It; the need for a pragmatic a^oach, not a slogan approach, 
to the whole question of the choice of the sector is clear. 

A second aspect of the massive majority is, in the absence 
of a strong opposition, how do you secure the criticism and 
the coirective which might have come from such oiqwsition? 
There is no alternative, in the circumstances, to encouraging 
self-criticism within the ruling party. The Congress, his¬ 
torically, has consisted of a number of groups held together 
by the personality of a charismatic leader. It will be wise to 
allow different sections of opinion within the ruling party 
freely to express themselves, within the four cortiers of the 


basic principles of the manifesto, so that all aspects of a polic; 
decision are taken into account. 

The second implication also, on the credit side, is tha 
our prestige abroad has been raised and this is bound to haw 
a salutary effect on our relations with the outside world 
This result is primarily due to the fact that the world knowi 
that for some five years, the government at the centre wil 
have a stable majority supported by the bulk of the pec^le 
The numerous congratulatory messages received by the Pnmi 
Minister from heads of state and of governments stress th 
fact that our country can hereafter play a more significant am 
meaningfol part in international relations in achieving i 
peaceful world and reducing international tensions, than hai 
been the case in the recent past. The third implication arise; 
out of the statement in the election manifesto of the rulinj 
party that such amendments of the Constitution as may b 
necessary to achieve the objectives of the manifesto will bi 
effected. Leaders of the party in their election cam^gl 
have repeatedly referred to the need for amending the Cons 
titution in order, as they said, to keep the Supreme Court ii 
its proper place; they have been touched to the quick b 
the decisions in the bank nationalisation and the privy purse 
cases. 

Relevant Point 

It is not proposed here to discuss these two cases; wha 
is relevant to point out here is that the Supreme Court’ 
decision in the Golakanath case sets a limit to Parliament* 
power to amend the Constitution. The gist of that decisioi 
was that Parliament’s power to abridge or take awayfunda 
mental rights is restricted; any modification of the Constitu 
tion in these directions could only be by the people or a net 
Constituent Assembly. The ruling patty is bound to reviv 
Nath Pai’s Bill which sought to restore to Parliament th 
full amending power. Without goinginto details, 1 need onl; 
say two things: first, whatever is done should not affect th; 
independence of the judiciary which is the cornerstone of tbi 
rule of law in a democracy; and second, consistent wit! 
the view, which the Supreme Court took in 1967, it is possibl 
to envisage a situation in which, if a bill on the lines of Natl 
Pai’s Bill is passed, the Supreme Court may take the viev 
that the constitutional amendment is ultra vires of the Cons 
titution. In such a situation, the only legal way of effectin; 
the desired change would be to have a Constituent Assembl; 
convoked and to place the powers of Parliament b^ronc 
question by including a positive provision that Parliamen 
has power to amend any part of the Constitution includini 
fundamental rights. 

The fourth implication is this: The general election was ai 
attempt to delink the LokSabha elections from the election 
to the state assemblies, though three states—^West Bengal 
Tamil Nadu and Orissa—also went to the polls at the sami 
time. It may be doubted if this object was achieved. Fo; 
no sooner was the two-thirds majority of the ruling part; 
declared than a series of defections began to set in. Thi 
Congre8s(0) governments in Mysore and Gujarat have resig 
ned. The SVD government in Uttar Pradesh has been votei 
out. In all the three cases, the argument has been simple 
the victory of Congress(R) in the Lok Sabha election, it wa 
said by the defectors, shows the wind of change in popula 
opitaion, and, therefore, their remaining in the party to whid 
they bdonged seemed undemocratic. There is some truth ii 
the 'argument, but why they should have rushed to joti 
the winning party, instead of being content with resigning 
is not clear. That the winning party is resisting an indis 
criminate acceptance of defectors, lest their own share of th 
spoils be diminished, is one of the intaesting developments ii 
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the political scene; but prir^ facie their resistanca to accep* 
ting the.defectors is clearly democratic. 

Two final observations n&y bc made. First, the norms of 
public life seen in the election have clearly to be improved. 
All the opposition parties as well as the ruling party have 
complained of the falling standards in public life. The 
Congress (O) President, has, in a press cunfetpnce, accused 
the Congress (R) of having adopted unfair tacncs to win the 
election. Mrs Gandhi has accused the opposition parties of 
indulging in abuse and violence. The demand made by several 
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parties fhr the setting of a judicial body to prdbe the irre- 
gtdatities in the el^on is further evidence of thtfeelit^ 
that the election has not been free and fair. 

Second, the role of the press in the weeks preceding die 
election leaves one wondering whether the press truly reflects 
the political dimate. A reader of the national newspi^ers 
would have got the iinpression that a coalition governmcatt 
at die centre was ineiatable after the mid-term poll. It is 
sufficient to say that, even in a unique election such as this, 
the citizens expect a fairer lead from the press. 


Centre-State Finances 


SAGITTARIUS 


The new central government may have to re-examine its 
financial relations with state governments in 1971-72 as the 
lattcrs’ surpluses for implementing Plan schemes have con¬ 
tracted significantly as a result of big increases in non-Plan 
expenditure. Even with a larger transfer of revenues from 
the centre as the states’ share of excise duties, income tax and 
grants and a bigger quantum of special assistance, the over¬ 
drafts of the state governments from the Reserve Bank have 
been steadily increasing in 1970-71 and during the week 
ended March 6, 1971,' they stood at a very high level of 
Rs 239.96 crores against only Rs 130.71 crores in the corres¬ 
ponding week in 1969-70. It is difficult to visualise at this 
stage how this gaping deficit will be adjusted by the state 
governments concerned without pruning non-Plan expendi¬ 
ture, imposing additional taxes and getting also larger central 
assistance for executing Plan schemes. 

Some agreement may eventually be reached in regard to 
special payments to the states in respect of adjustments rela¬ 
ting to the emoluments of the government employees though 
the centre has been taking the stand that the states will have 
to find the requisite resources for keeping contented their 
employees and for implementing Plan schemes also more 
vigorously. The new budgets of many state governments 
may contain fresh proposals for taxation though a bold 
approach in this regard can be taken only by those govern¬ 
ments which have been newly elected and which are in a strong 
position like the Dravida Munnetra Kazhagam in Tamil 
Nadu. Even otherwise, there may not be any disposition 
on the part of those governments, which have to go to the 
polls next year, to impose new onerous levies in a pre-election 
year. 

Rescheduling of Debt Payment 

The central government can probably avoid the forking 
out of large amounts by way of grants or special assistance 
if the problem of rescheduling of debt repayments and pay- 
ments on account of interest charges are tackled realistically 
and the difficulties of particular state governments are re¬ 
cognised. The Andhra Pradesh budget for 1971-72 is the 
first document of a major state to be presented to the legisla¬ 
ture so far. The budget estimates, which are only provisio¬ 
nal and likely to undergo changes, have been formulated to 
secure a vote on account for six months. The state's 
finance minister, Mr K. Vijaya Bhaskara Reddy, is obviously 
finding it difficult to eliminate the overall deficit as there has 
been an increase in non-Plan expenditure and it is obliga¬ 
tory also to provide fairly large amounts for Plan schemes. 

In 1970-71 there has been a serious deterioration in the fin¬ 
ancial position of the state as it ended the year with a minus 
cash balance of Rs 15.51 crores, there being a deficit m 
both the revenue and capital budgets. The revenue deficit 
(revised) increased to Rs 12.02 crores from the budget es¬ 
timate of Rs 47.04 lakhs in spite of a higher level of receipts 


of Rs 286.59 crores against Rs 265.96 crores. There was 
a bigger rise in expenditure to Rs 298.61 crores from Rs 
266.43 crores on account of famine relief and other special 
factors. In the capital budget it had been hoped that there 
would be a surplus of Rs 14.77 crores, but there was actually 
deficit of Rs 4.31 crores due to smaller receipts from open 
market loans and the expectations about a higher level 
of central assistance not materialising. It must, of course, 
be stated that the deficit could have been avoided if Plan 
outlay had not increased to Rs 97.42 crores, including nine 
crores rupees for Telengana from Rs 77.39 crores (budget). 

Peculiar Predicament 

The state’s finance minister has, however, pointed out 
that there is compulsion to incur Plan expenditure on an 
ambitious scale as the big irrigation projects have to be ex¬ 
peditiously completed and additional generating capacity for 
power has also to be created in a big way notwithstanding 
the difficult financial positbn. There is also the peculiar 
predicament of Andhra Pradesh government in which ex¬ 
penditure on regional development has to be incurred on a 
stipulated basis. It has, therefore, been decided that there 
should be a further increase in Plan outlay in 1971-72 to 
Rs 114.59 crores including the allocation of nine crores 
rupees for Telengana. The full details regarding Plan 
allocations have not been furnished. But it has been indica¬ 
ted that the Nagarjunasagar project will require Rs 10.62 
crores, the Pochampad project Rs 6 crores and the Srisailam 
project Rs 4.2 crores. 

It will be worthwhile to raise outlay on the irrigation pro¬ 
jects and the development of land under their command 
because it is necessary to shorten the period of gestation. 
Though the Nagarjunasagar and Pochampad projects have 
been virtually completed, tangible benefit out of the newly 
created irrigation facilities can be derived only if land develop¬ 
ment also is carried out expeditiously. It will be no exag¬ 
geration to say, therefore, that a fourth Plan outlay of over 
Rs 500 crores is the minimum and the res<}urces have to be 
found somehow. A larger Plan outlay in 1971-72 has neces¬ 
sarily been reflect^ in an overall deficit of Rs 9.90 crores 
in 1971-72 even with a revenue surplus of Rs 9.90 crores. 
There will bc a gratifying increase in revenue receipts to Rs 
310.04 crores from Rs 286.59 crores. But there will also 
be a riM in expenditure to Rs 300.14 crores from Rs 298.61 
crores in spite of the fact that there will be no expenditure on 
famine rehef on the scale of the previous year. It has been 
assumed that fairly liberal central assistance will bc forth¬ 
coming while a larger amount of Rs 16.08 crores against 
Rs 13.27 crores will be raised through open market loans. 

I 

Mr Reddy has not made any attempt to bridge the overall 
gap or correct the difficult ways and means position even with 
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a sizable ratiau8ciith.balffinoe of Rs 2S-40 'cior(» at the end 
of 1971-72. The scope for levying additional taxation is 
obvionsly liaoited unless the state gov«nQi«it decides to tax 
agrtcdltnral incoines as the advantage accruing out of the 
scrapping of prohibition has been already taken into account. 
It is probably expect^ that as a result of the negotiations with 
the centre there wSl be a rescheduling of debt repayments or 
larger assistaac&for Plan schemes. The possibility of raising 
revenues through adjustments in taxes may also have to be 

Free But Fettered- 


exi^red, There may however, be greater reliance on bor ow¬ 
ing through open market loans and help from the banking 
systm and special institutions for impl^nenting rural electn- 
fioation programmes and housing schemes. While the actual 
proposals will be presented to the legishiture later in the year, 
the developments in the next few weeks may indicate how 
the financial position of the state mvemments. will be stream¬ 
lined and in what manner fourth Plan schemes are proposed 
to be vigorously imnlemented. 

The Illiterate Citizen 


OR O D> OESHMUKH 


The AiTTHORS of the first five-year Plan (December 7, 1952) 
recognised the problem of illiteracy as primarily a handicap 
to democracy. They observed: 

"In a country, where nearly 80 per cent of the population 
are illiterate, democracy will not take r<mt until a pro¬ 
gressive programme of primai^ education trains up a 
generation fit to undertake its responsibilities. Even 
the programme of primary education is considerably 
handicapp^ without a corresponding programme of 
the education of adults”. 

According to their view the concept of adult education, 
which was mostly confined to literacy, was found to be too 
narrow to be able to meet the various needs of the adiilts. 
They, therefore, widened it for the purposes of the Plan to 
include, in addition to literacy, the health, recreation and 
home life of the adults, their economic life and citizenship 
training; and to denote this new concept the term 'Social 
Education’ was coined implying an all-comprehensive 
programme of community uplift through community ac¬ 
tion. 

Social Education 

Up to this stage the work in the field of social education 
had been confined mostly to literacy. As a result of the work 
during the preceding 15 years, especially during 1937-39, 
and since 1949-50, the literacy percentage in the country 
increased from 8.3 in 193r(for undivided British India) 
to 17.2 per cent in 1951 (for divided and integra.ted India). 
Most of the post-literacy work was done through libraries, 
although the library movement had not made much head¬ 
way in the villages, owing to dearth of suitable literature. 
The Recognition of the importance of recreational and cul¬ 
tural activities in programmes of social education was th/sn 
a fairly recent development. However, no systeimtic attempt 
had bwn made to exploit their potentialities for mass 
education. A few institutions had attempted to improve 
the economic condition of the villagers by teaching them 
improved crafts and agriculture. There was some good 
work to the credit of some of the basic institutions and some 
co-operatives. 

The total expenditure on social education in 1950-51 was 
Rs 83.45 lakhs. The first five-ymr Plan visualised an average 
annual expenditure of Rs 3.02 croies. It was estimated 
that an average annua] expenditure of Rs 27 crotes would 
be required for the succeeding 10 years to make everybody 
literate and give him in addition a veneer of social educa¬ 
tion in the larger sense of the term. 

In order to enable the human factor to respond fully to 
the national plans of development, social education was to 
be based on oo-operatives, a^des of village development, 
coimerative fanning, agricultural extrasion work, etc. In 
handling these priorities the utmost attention was to- he paid 


TUs is the text of the Fifth A.D. Shroff Memorial {.cctwe delivered 
by Dr Deshnwkh imder the auspices of the Ihinim of Itree Enter¬ 
prise on October 27, 1970. The views expreseed by him at* of 
speciai interest against the butdeground of (he recent deellou. 


to inculcating in the adults, right individual and collective 
habits. The knowledge of various subjects was to be oorelat- 
ed to every step involved in these acuvitics, thereby broad- 
ning the horizon of the adults and enabling them to under¬ 
stand and effectively participate in the wider national life, 
To this end reorientation courses were to be planned for the 
personnel engaged in the departments concerned and to 
prepare literature to guide them in their work. 

The social education approach was to permeate all pro¬ 
grammes of state aid to the people. The effectiveness of 
private agencies doing social education work was to be en¬ 
couraged by giving them proper help. 

State resources were to be used primarily for organising 
an economic activity on co-o'perative basis. This was to be 
the rallying point for the community and mark the begin¬ 
ning of the oommunit;^ centre, the nucleus of which was to 
be provided by the trained community organiser. 

In organising literacy and post-literacy work the aim 
was to be to put it on a self-financing basis, as far as possi¬ 
ble, by normally starting it only when the ground had been 

R red by some more obviously useful actmty and interest 
owledge had been sufficiently stimulated. '‘A news- 
sheet, locally produced and carrying suggestions for improv¬ 
ing their lot—suggestions which they can immediately put 
into practice and in which they have developed faith as a 
result of thework in the first stage, should find ready custom¬ 
ers among the villagers.” At a later stage the state could 
help with libraries to the extent that its resource.s allow. 

Special Aim 

A speciai aim was to train local leadership as a result of 
the working of small groups in youth clubs, children’s clubs, 
farmers’ clubs, etc. 

Teacher’s training colleges were urged to take up research 
in methods of imparting literacy. Experimental centres of 
social education were to provide sufficient material for 
literature suitable for adults. The scope for interdepart¬ 
mental co-operation was indicated. The central govern¬ 
ment was to provide model guide-books for workers and 
prepare pamphlets on certain standard subjects like health, 
democratic citizenship, co-operatives, etc. 

Finally the lines on which a suitable administrative 
machinery was to be devised were indicated. The guidance 
was to be given by the central government which was to ini¬ 
tiate, and aid financially, experimental work in social educa¬ 
tion and basic education in the states, guide it, assess the 
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results and make them availaUe to other states. A com- 
lium national platform, where the various agencies can meet 
at intervals fur mutual discussion—so necessary for evolving 
a common outlook and securi^ co-ordination of different 
agencies—was, in the commission’s view, already provided 
by the Indian Adult Education Association. 

It was pointed out that social education in industrial 
areas in towns had special importance in view of the dull 
and drab conditions of life prevailing in urban areas. It 
was pointed out that here the employer and the labour 
unions should be able to co-operate. 

The provision for social education in the Plan (operative 
for 3 years only) was Rs IS. 10 crores, / c.. 10 per cent of the 
total provision for education of Rs 151 crores, this latter 
being seven per cent of the total Plan expenditure in the 
public sector. 

The second five-year Plan devoted far less space to lite¬ 
racy or social education. The depressing fact that only 17 
per cent of the population (or 20 per cent after excluding 
children below 10 years) was literate was recorded for the 
year 1951 and the serious disparity in literacy between 
men (24.9per cent) and women (7.9 per cent) and between 
the urban population (34.6 per cent) and the rural popu¬ 
lation (12.1 ^r cent) was "noted. The Plan report declared 
roundly ’’Rapid social and economic progress along demo¬ 
cratic lines and widespread illiteracy are scarcely compatible 
with each other”. However, while observing that literacy 
was undoubtedly important, the planners apparently laid 
greater stress on, (/) carrying out the essential reforms pro¬ 
posed in the system of education and (//) on developing faci¬ 
lities for continuation of classes and social education classes 
at various levels. Although Fundamental Education was 
mentioned, its precise implication was nowhere explained. 
The report said ; “The Ministry of Education prpposes to 
establish u fundamental education centre for training social 
education organisers and for continuing study and research 
in problems relating to social and basic education". 

Comprehensive Approach 

Social education undoubtedly held the field, as believed 
to embody a comprehensive approach to the solution of the 
problems of the community, primarily through community 
action. It included, besides literacy, health, recreation and 
home life, economic activities and citizenship training. 
The sights were set very high indeed and social education 
and rural improvement were looked upon as a nation-wide 
effort, of which the facets were the entire national extension 
and community development programmes of the state in 
co-operation with people and voluntary organisations, the 
co-operative movement and the village panchayats- the 
last introduced with a gay abandon and brave words (demo¬ 
cracy at the grass roots) in the middle of the Plan period. 
A period of careful evaluation was indicated as likely to 
helpdetermine the nature of specialised agencies and methods 
and techniques needed in the field of social education both 
in rural and in urban areas. 

Against this somewhat fuzzy philosophy, some realistic 
perceptions had begun to obtrude themselves by the time 
the third Plan was formulated. States the report; 

"Over the past decade in several directions there has 
been a measure of progre.ss, as in the development of 
community centres, reading rooms in villages, organisa¬ 
tion of youth groups and Mahila Mandals, and the revi¬ 
talisation of village panchayats and the co-operative 
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movement. One aspect of social edneationi in some 

ways; the most important has,however, caused Cemoem”. 

This was literacy. It was noted that between 1951 and 
1961 literacy had increased only from 17 to about 24 per 
cent. The planners wisely observed: 

’’The introduction of Panchayat. Raj at the district and 
block levels and the important role assigned to villag6 pan¬ 
chayats render it imperative that in as short a period as possi¬ 
ble a substantial proportion of the adult population should 
become capable of reading and writing. This is essential in 
their own interest as in that of the community as a whole. 
As sufficient progress had not been achieved so far in this 
direction, the problem is being now studied afresh with a 
view to working out means for the rapid expansion of adult- 
literacy”. 

Altogether, in the third Plan, about Rs 25 crores were 
expected to be available for social education. At the central 
level there was to be further development of the National 
Fundamental Education Centre as part of the National 
Institute of Education. Literature was to be provided for 
neo-literates, and voluntary organisations in the field of 
social education were to be assisted and the library facilities 
were to be expanded. The educational plans of states found 
room for libraries and continuation classes and, to a limited 
extent, for adult schools and other schools for perfecting 
adult literacy. 

Adult Literacy 

The Plan envisaged a large-scale and effective programme 
for adult literacy based on the closest possible co-operation 
at every level of personnel engaged in education and com¬ 
munity development. It called for a pooling of the avail¬ 
able resources in men and money, mobilisation of volun¬ 
tary workers and organisations and development of adult 
education and literacy work at the block and village levels 
and in every city and town, so that it took the character more 
and more of a popular movement. Panchyat Samities, 
village panchayats and voluntary organisations were to 
create and maintain popular enthusiasm and develop adult 
education and literacy on a continuing basis in a manner 
related organically to their own needs and conditions. 
At every step the local leadership, the teachers and the volun¬ 
tary workers were to be drawn into the movement for the 
expansion of literacy both among men and women. 
Proposals for a large-scale programme of adult literacy 
on these lines were to be drawn up by the Central Ministry 
of Education in consultation with the Ministry of Com¬ 
munity Development & Co-operation, and it was hoped 
mat appreciable progress would be realised during the third 
Plan 

The third five-year Plan was to end in 1966 and the fourth 
However, three fallow years characterised by 
disillusionment, failure of crops, devaluation and loss of 
direction intervened, in circumstances now only too well- 
known. 

During the third Plan, after rising by 20 per cent in the 
first four years, national income (revis^ series) at 1960-61 
pnees registered a decline of 5.6 per cent in the last year. 
Since population kept on rising steadily at 2.5 per cent an- 

nually theper capita income in 1965-66 was about the same 

as in 1960-61 and showed only a nominal rise in the follow¬ 
ing year. It was only in 1967-68 with its record harvest 
that n^ti^al income rose in one year by 9 per cent and the 
estimated income in 1968-69 was expected to exceed the 
previous year's level by 1.8 per cent. 

The planning between 1966 and 1%9 was. therefore. 
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ibondy a holding o]^ration, and the foartii five>year 
Man <t9($9>74)'has only recently been put out and approved. 
This Plan devotes little space to adnlt .literacy and attempts 
no appraisal of the efforts made in the direction of social 
education and adult literacy during the preceding 18 years. 
But it promises that efforts will be made to Spread literacy 
amongst adults through mobilisation of voluntary efforts 
and local commrmitir resources. Pilot projects are to be 
initiated in selected districts to begin with and the program* 
me is to be extended to other areas in the light of expe¬ 
rience. For the development of the programme assistance is 
to be sought from industry, from the students working 
under the National Service Scheme, and from voluntary 
organisations which will be assisted financially and given 
technical guidance. Under Agriculture the Plan report 
mentions a programme of Farmer’s Education and ‘Func¬ 
tional Literacy’ in the high yielding varieties area. This 
programme is to be extended to 100 districts, to cover one 
million adult farmers. 

o 

Adult education is to continue to be an integral part of 
the community development programme. University 
departments of Adult Education are to be helped to take up 
pilot projects, to conduct research and organise extension 
and extra-mural lectures. A National Board of Adult 
Education has been set up to advise government on the 
development programmes and for enlisting the co-operation 
of the interested and the agencies concerned. The further 
development of television and the experiments with satellite 
communications, which will begin from 1972-73 may, the 
hope is expressed, have significance for education, especially 
ad ult education. ' Of the total outlay provided for ed ucation 
Rs 822.66 crores (hardly 31 per cent of the Gross National 
Production) the portion meant for social education is Rs 
8.30 crores against Rs 15.10 crores in first and second and 
Rs 25 crores in third five-year Plan. To this might be added 
Rs 2.45 crores for Farmers’ Training and Education includ¬ 
ing functional literacy. A special sdteme of farmers' train¬ 
ing was introduced on a pilot basis in 1966-67 in five dis¬ 
tricts. The three components of the scheme were (i) func¬ 
tional literacy, (ii) farm broadacasts, and (//<) farmers’train¬ 
ing. The intention was to try out arrangements for inten¬ 
sive training and information in selected districts having 
potential for optional use. Later on, the scheme was ex¬ 
tended, so as to increase the number of farmers’ training 
centres to 25 in 1967-68 and 50 in 1968-69. A recent evalua¬ 
tion, however, showed that only 27 centres were functioning 
effectively. '•'During the current year there has been a spurt. 
The number of centres has been doubled. 

Lackadaisical Attitade 

While this somewhat lackadaisical attitude towards adult 
literacy has characterised the five-year Plan reports, the 
problem of the liquidation of illteracy has during the last 
decade been attracting attention in the international sphere. 

Dr Durgabai Deshmukh in an honorary capacity and 
five others uicluding myself as consulting experts helped to 
draw up the Asian Model of Educational Development pre¬ 
pared by UNESCO in May 1956. Dr Durgabai was in 
charge on behalf of the ej^rts of the part of the draft 
dealing with Adult Education and Teacher Training. This 
part of the draft was revised appropriately in accordance 
with the relevant rerolution of the Teheran Conference 
(World Conference of Ministers of Edpeation on the Eradi¬ 
cation of Illiteracy held in September 1965) and recommenda¬ 
tions in this respect were adopted by the conference of 
Ministers of Education and Ministers responsible for Econo¬ 
mic Planning, held in Bangkok on Novembtir 22-«29, 1965, 
which approved the modifii^ draft plan.As both of ftidw’S 
concerned ministers were busy owing to a session of Parlia¬ 
ment, I was asked to represent both and in thtse two capa¬ 


cities participated in the deliberations of the Bangkok confe¬ 
rence. The conclusions of the conference of interest in 
connection wth educatioon out of school was ; adults must 
be givM opportunities for continuing their education at all 
levds.' They emphasised that formal education needs to 
be sui^lemented with simultaneous action for extending 
adult education and out of school youth progranfines to 
prepare countries to respond immediately to urgent economic 
and social needs. “It must also be recognised”, their 
Report and Recommendations said, “that youth and adult 
education programmes and formal education of children and 
young people reinforce each other by preventing the perpe¬ 
tuation of illiteracy and semi-literacy in the population and 
should therefore constitute integral parts of the Education 
system”. This principle is spelt out in a few paragraphs 
which bear reiteration in extenso : 

The Asian Model * 

“Educational orientation is directly influenced by the 
tempo and nature of changes in society. The impact of 
these change on the individual and upon his community 
are producing profound disturbances in the traditonai 
social and cultural values. Women are taking their place 
side by side with men in the development of their countries 
and full access to education roust be available to them. 
It is necessary, too, that the common citizen learns more 
of the needs of this modern dynamic world and adapts and 
develops his life in keeping with rapidly changing condi¬ 
tions. 

Economic and social development both in industry and 
agriculture are making new demands on education, and 
adult education is now being considered as an important 
and essential element in the over-all educational system. 
Governments are realising that to neglect the education of 
the adult and youth elements of the population will mean 
a major obstacle to progress for the next few decades. The 
coming twenty years are crucial: Countries of Asia cannot 
afford to let 4heir adult illiterates become a ‘lost generation’. 
It is in fact this generation that contributes to the productive 
wealth of the country, by providing the labour force and 
generally contributes to its economic life. Adult education 
therefore must be geared to economic and social needs; 
it must, in other words, become ‘fiunctional’. Further, this 
functional aspect should be concentrated in ‘priority areas’ 
in economic and social development, and the future man¬ 
power needs of the countries. 

As a consequence, education of adults and out-of-school 
activities for youth should be an integral part of all educa¬ 
tional systems and plans. Informal education is net^ 
sary in the countries at all levds of development, starting 
from elementary literacy to higher education. On the other 
hand, education cannot be limited an;^ longer to schools 
and universities; today educational activities must be carried 
out by fabtories, co-operatives, local authorities, radio 
broadcasts, television, etc. As far as content is concerned 
adult education covers very difficult fields and needs. But 
the urgency of some problems in Asian countries and the 
scarcity of means impose the necessity to select priorities 
and to plan adult education according to needs and possibi¬ 
lities. 

Within this wide scope, the specific tasks of adult and 
youth education can be related to the following immediate 
problems; the number of illiterates in the region; the num¬ 
ber of early school leavers including semi-literates needing 
further education; the number of young people who by 1980 
would still not have had access to primary education and 
elementary education; the number of adults to be trained 
to meet manpower requirements at the basic, middle and 
highcf levels; ascertaining the kind of skills required uid 
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related in terms of numbers to the National Development 
Plan. 

The pr'^grammes of continuing education of adults and 
out-of-sch<):)l youth education would, therefore, comprise 
the following activities: functional literacy, general education 
programmes following school curriculum and wherever 
possible, using school resources technical and vocational 
education, civic education. 

Functional Literacy 

The struggle against adult illiteracy is now following two 
main directions; on the one hand the elaboration of well- 
defined and realistic national plans and programmes for 
progressive eradication of illiteracy according to the possibi- 
filies, needs and aims of different countries; on the other, 
implementation of work-oriented pilot literacy projects 
carried out through national means with the support of 
multilateral and bilateral assistance. 

The immensity of the problem of literacy as well as the 
unsatisfactory results obtained in the past, led the individual 
countries and international conferences to elaborate new 
strategics and approaches, in order to achieve this tremend¬ 
ous undertaking. 

Briefly stated, the essential elements of the new approach 
to literacy are the following : (a) literacy programmes 
should he incorporated into and correlated with economic 
and social development plans; {b) the eradication of illite¬ 
racy should start within the categories of population which 
arc highly motivated and which need literacy for their-own 
and the country’s benefit; (r) literacy programmes should 
preferably be linked with economic priorities and carried 
out in areas undergoing rapid economic expansion; (d) 
literacy programmes must impart not only reading and 
writing, but al^o professional and technical knowledge, 
thereby leading to a fuller participation of adults in economic 
and civic life; (e) literacy must be an integral part of the over¬ 
all education plan and educational system of each country; 
i^f) the financial needs of functional literacy should be met 
out of various resources, public and private, as well as pro¬ 
vided for in economic invcslmenls; (g) the literacy pro¬ 
grammes of this new kind should aid in achieving main eco¬ 
nomic objectives, the increase in labour productivity, 
food production, industrialisation, social and professional 
mobility, creation of new man-power, diversification of the 
economy.” 

In Asia the dimensions of the problem, on the basis of 
statistics prepared for the Teheran World Conference on 
Illiteracy (1965) are frightening. There were about 300 
million illiterate persons, 15 years of age or more, in member- 
slates in Asia. The percentage of adu/f illiterates of 15 
in 1961 was over 90 per cent in Afghanistan and Nepal, and 
over 70 per cent (but below 80per cent) in Laos. India, Pakis¬ 
tan, Iran and Viet Nam and between 27 and 47 per cent, in 
Ceylon. South Korea, Philippines, Burma, Thailand, Taiwan 
and Malaysia. Buddhist countries on the w'hole make a 
belter showing than India and Pakistan. 

The latest estimates show a deterioration so far as India 
is concerned. Of the 800 million illiterates in the world 
India has 350 million, /.e„ about 2/3rds of the total popula¬ 
tion. 

Some of the apparently intractable features of adult 
illiteracy in India owe their origin to the unsatisfactory status 
of Primary Education in the country. 

According to the Second AIMndia Educational Survey 
carried out by the National Council of Educational Research 


and Training, although nearly all the rural area is now serv¬ 
ed by primary schools 41 per cent of these arc one teacher 
schools, and in 20 per cent of the primary sections the enrol¬ 
ment is upto Class lit only. Nearly 24 per cent are incom¬ 
plete primary sections, not having the final primary class 
according to the approved pattern. Girls constitute only a 
little over 36 per cent of the enrolment in the primary sec¬ 
tions of the country. Against the third five-year Plan tar¬ 
gets of 76.4 per cent (90.4 per cent for boys and 61.6 
per cent for girls) the actual percentage was 74.36 (93.39 
per cent for boys and 54.70 per cent for girls). 

The ratio between enrolment in classes I and II is appro¬ 
ximately 7.2 (only 4 : 1 for rural areas, being 7 : 2 for boys 
and 6:1 for girls). 

Considering matriculation and teacher training as the de¬ 
sirable qualifications for teachers at the primary stage, only 
32.70 per cent of them fulfil both these qualifications (varying 
between 3.40 per cent in Orissa and 81,11 per cent in 
Punjab). There is a sizable backlog of untrained teachers, 
57,38 per cent for regular training courses and 46.62 per 
cent for short training courses. 

The National Policy on Education embodied in a report 
of the Committee of Members of Parliament on Education 
(1967) has this to say on spread of literacy and adult educa¬ 
tion. 

Adult Education 

Para 33 : “The liquidation of mass illiteracy is e.ssential 
not only for accelerating programmes of production, espe¬ 
cially in agriculture, but for quickening the tempo of national 
development in general. Plans to accelerate the spread of 
literacy should therefore be prepared and intensively imple¬ 
mented on several fronts. With a view to reducing new 
additions to the ranks of adult illiterates part-time literacy 
classes should be org^niscd for grown-up children (age 
11-12) who did not attend school or have lapsed into 
illiteracy. Ali employees in large ctimmercial, industrial 
and other concerns should be made functionally literate 
within a prescribed period of their employment and a lead 
in this direction should be given by industrial plants in the 
public sector. Similarly teachers, students and educational 
institutions should be actively involved in literacy campaigns 
especially as a part of the social or national service pro¬ 
gramme. The achievement of literacy should be sustained 
by the provision of attractive reading materials and library 
services to the neo-litcrates. Adult or continuing educa¬ 
tion should be developed through facilities for part-time 
or whole-time education and through expansion and improve¬ 
ment of library services, educational broadcasting and 
television. The development of extension services in univer¬ 
sities is of great significance in this context. In particular, 
the universities should organise special extension program¬ 
mes to train rural leadership.” 

It is of interest to mention here a Seminar on Eradica¬ 
tion of Illiteracy which was held at Hyderabad from Novem¬ 
ber 4 to 7,1966 under the auspices of the Council for Social 
Development of the India International Centre, New Delhi. 
This was with special reference to UNESCO’s Contribution 
to the World Programme, with special reference to India. 
The venue was Andhra Mahila Sabha Building, Hyderabad. 
This had special significance as Dr Durgabai Deshmukh was 
then a member of the International Liaison Consultative 
Committee for the Eradication of Illiteracy of the UNESCO. 
This body incidentally was active then, but now seems to 
be moribund and has perhaps been wound up. The printed 
proceedings of the Seminar are available as a priced publica¬ 
tion. 

An unexpected ally in respect of literacy emerged, possi- 
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tdy as the result of the awakeain|; intematioual interest 
in this vital matter. The occasion ^s the appointment 
of the Education Commission of 1964, under the chairman¬ 
ship of Dr D. S. Kothari (Chairman of the University 
Grants Commission) which, for the first time in the history 
of such commissions, was induced to take interest in the 
problem of literacy as well as adult education. The Com¬ 
mission appointed a Task Force on Adult Education with 
one of its members. Dr V. S. Jha, as convenor. Among 
the members of this Task Force was Dr Durgabai Desh- 
mukh under whose convenorship a Sub-group on Literacy 
Education was formed. Her membership of the UNESCO 
International Liaison Committee for the Liquidation of Illi¬ 
teracy enabled her to make substantial contributions to the 
deliberations of this sub-group which are reflected in the 
Commission’s recommendations on the subject. 

In the chapter on Adult Education (Chapter XVIT, 
page 422 et seg) the Commission roundly stated that India 
was more illiterate in 1961 than in 1951 with an addition of 
about 36 million illiterates, and that in 1966, it has 20 
million more since between these years the total population 
increased by some ISO million, there must be at l^st an 
equal number of more literates also). The Commission 
note that this has happened despite unprecedented expan¬ 
sion of primary education and despite many literacy drives 
and programmes. Though the percentage of literacy has 
risen from 16.6 per cent in 1951 to 24 per cent in 1961 and 
28.6 per cent in 1966, a faster growth of population has 
pushed the country further behind in its attempts to reach 
universal literacy. The Commission wisely observed: “The 
moral is obvious : conventional methods of hastening lite¬ 
racy are of poor avail. If the trend is to be reversed a mas¬ 
sive unorthodox national effort is necessary.” 

High Price Paid 

Feelingly, the Commission note the high price which 
the individual as well as the nation pays for the illiteracy; 
e.g. (1) the condemnation of the illiterate in the circumstances 
of modern life to live in inferior existence; (2) the illiterate 
individual’s low income; (3) the illiterate’s isolation from 
sophisticated social processes, such as democratic govern¬ 
ment and commercial marketing; (4) blocking of economic 
and social progress; (5) reduced economic productivity; 
(6) lesscfficient population control; (7)imperfect understan¬ 
ding of national integration and security; and (8) retarded 
improvement in health and sanitation. The sum and 
substance of the situation is—and 1 quote the Commission: 
‘The uneducated is not in reality a free citizen”. On an 
analysis of the situation the Commission came to the con¬ 
clusion that the principal strategy adopted so far to make the 
people literate, viz., exclusive emphasis on the development 
of a programme of free and compulsory education for all 
children till they reach the age of 14 years, has failed. Not 
only shall we have to wait till 1986 (instead of 1961 as indi¬ 
cated in the institution) before we can hope to provide 
seven years education to all children, but also the whole 
current system of primary education continues to be largely 
ineffective and wasteful and many children who pass through 
it ei.ther do not attain functional literacy or lapse into illi¬ 
teracy soon afterwards. The Commission conclude: “It 
is therefore evident that while our effort to develop a pro¬ 
gramme of free and compulsory education should continue 
with redoubled vigour, a time has come when a massive and 
direct attack on mass literacy is necessary.” 

In this context this is perhaps the place at which we have 
to note that according to a recent study sponsored by 
UNESCO and made by Mr J. M. Kapoor and MrProdipto 
Roy for the India International Centre’s (N^wDdhi), Coun¬ 
cil for Social Development, the lapse into illiteracy was high¬ 
er in the case of out of sdiool efiTorts made to liquidate 


illiteracy, viz., 45 per cent than in the case of the products 
of the school system, which was 20 per cent. The finding 
that rurd school training resulted >in the highest literacy 
retention is more encouraging. The study further indicates 
that unless adult literacy has reached a high proficiency 
designated as grade HI by the Lucknow Literacy House 
test, or students have attended at least four years of school, 
there will be a high loss of literacy. 

The Commission noted that campaigns launched in the 
past to eradicate illiteracy petered out because of, (i) being 
too limited in scale to achieve a significant advance and gate- 
rate enthusiasm for further effort, (ii) having been sporadic 
and unco-ordinated; and (HI) having bwn launched too haste- 
ly without careful asse.ssment of the needs and interests of 
adults, without awakening public interest or stimulating the 
desire to learn and without adequate provision for the follow¬ 
up work. 

The Commission points out as prerequisites of sustained 
support and purposeful orientation of literacy programmes, 
the acceptance of certain basic ideas such as : (/) the proposi¬ 
tion that the pace of indastrialisation and rhodemisation of 
agriculture and in general of the economic progress of the 
country is inhibited by the predominance of illiteracy in the 
working force (144 million or 67 4 per-cent), (ii) that the 
illiterate resist social change; (Hi) that the illiterates arc out 
of tune with the spirit of the age in which science and tech¬ 
nology influence progress and determine the ways of lifb and 
standards of living; (iv) that illiteracy is an obstacle in the 
way of the communication of new ideas and new practices, 
so essential for progress; (v) that th^ lliterate cannot make a 
real democracy the essence of which lies in participation by 
the people in organised civic life and in important decision¬ 
making. 

In the international setting also, the Commission points 
out, the prevalence of illiteracy in the country is humiliat¬ 
ing. It robs of its meaning Article 26 of the Declaration 
of Human Rights which states that everyone has a right to 
education. 

Tellingly “the Commission draws attention to the lack of 
political commitment in the country to any programme of 
adult education. (The more cynical from amongst us are 
beginning to suspect that politicians have a vest^ interest 
in illiteracy). 

Sustained Campaign Needed 

The Commission recommend unhesitatingly “a nation¬ 
wide adherent and sustained campaign for liquidation of 
illiteracy, involving the central government and the state 
governments, all governmental, voluntary agencies and pri¬ 
vate organisations and industries, all educational institutions 
ranging from primary schools to universities and above all, 
all educated men and women in the country”. The Com¬ 
mission considered that with well-planned efforts it should be 
possible to raise the country’s percentage of literacy to 60 
by 1971 and 80 per cent in 1976. In no part of the 
country, however backward, should it take more than 20 
years to reach practically cent per cent literacy, /.<?., by 
1985. 

It is now time to ask ourselves : What exactly is literacy? 

It is not the mere ability to read and write. “Literacy, if 
it is to be worthwhile, must be functional, i.e., such as to 
enable the literate not only to acquire sufScient mastery 
over the tools of literacy but also to acquire relevant know¬ 
ledge which will enable him to pursue his own interests 
and ends. The Education Commission quoted in this con¬ 
text with approval the conclusion of the World Conference 
of Education Ministers on the Eradication of Illiteracy in 
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1965 (a conference which the Indian delegation beaded by 
the then Education Minister Cbagla and his small teans, 
including Dr Durgabai Deshmukh, were prevented from 
attending by the outbreak of hostilities with Pakistan three 
days before the date of the conference). 

. .Rather than an end in itself literacy should be re¬ 
garded as a way of preparing man for a social, civic and eco¬ 
nomic role that goes far beyond the limits of rudimentary 
literacy training, consisting merely in the teaching of read¬ 
ing and writing. The process of learning to read and write 
should be made an opportunity for acquiring information 
that can immediately be used to improve living standards. 
Reading and writing should lead not only to training for 
work, increased productivity, a greater participation in civic 
life, a better understanding of the surrounding world but 
should ultimately open the way to basic human culture”. 

The Commission suggested that literacy programme 
should have three essential ingredients: 

(1) help increase efficiency, 

(2) generate interest in vital national problems, 

(3) impart skills in reading and writing that would help 
in continuing education. 

The problem of illiteracy calls for a variety of programmes 
for its solution. The first step essential is to arrest its growth 
by expansion of universal schooling of at least five years* 
duration as rapidly as possible in the age group 6—11. 
Since the percentage of girls is about half that of the boys, 
this is essentially a problem of the primary education of 
girls, which was exhaustively discussed by the National 
Committee for the Education of Women and Girls, under the 
the chairmanship of Dr Durgabai Deshmukh. For the 
age^^group 11-14 who either missed schooling or dropped pre¬ 
maturely out on the school, part-time education is called 
for. Part-time general and vocational education is also 
required for young adults on the age-group 15-30 who re¬ 
ceived some years of schooling but failed to attain permanent 
literacy or to prepare themselves adequately for the demands 
made on them by the environment. Having regard to the 
dimensions of the problem (189 million illiterate adults — 
— age-group 15 plus) and the wider regional variations 
as well as to variance between men and women, the 
Commission recommended a two-fold strategy for combat¬ 
ing illiteracy in the country, viz. (i) the mass approach 
and (ii) the selective approach. 

Comparative Merits 

Before the comparative merits of the two methods arc 
discussed it is necessary to refer to the criterion for literacy 
as indicated in the Census of 1961. The test for literacy 
was satisfied if a person could with understanding both read 
and write. This, it will be noticed, is a far lower criterion 
than that indicated by the Education Commission which may 
be called the functional literacy ertierion. All conventiona- 
ally accepted figures for literacy will have to be lowered con¬ 
siderably if only functional literacy is meant. The expected 
figure for simple illiteracy for 1968-69 is 350 million, being 
65 per cent of the estimated population. It is also estimated 
that in 1968-69 out of the total population of about 230 
million in the age-group 11-44 forming the working force, 
150 million would be illiterate. This then is the minimum 
riumber to be dealt with in any systematic campaign for 
eradication of illiteracy. Since it would be demonstrably 
futile to leave the problem unsolved beyond 1985, if wc have 
given 15 years for completely eradicating illiteracy, 
then very roughly, we have to make 10 million literate (out 
of these 150 million) every year. This means that in each of 
the 5,000 blocks in the country, 2,000 on an average should 


be made literate every year^ This is not such a forbidding 
task, and with properly organised efforts one ought to be able 
to do better. 

A Planning Group on Education, reportingon the Educa¬ 
tion Department in the fourth Plan (September 1968), ex¬ 
pressed the view that a reason for the retarded growtti of 
literacy was the inadequate support given to it in terms of 
finances and the low priority accorded to it jn the succeeding 
Plans. In 1950-51, the expenditure incurred on "social edu¬ 
cation* was Rs 86 lakhs (0.8 per cent) of the total educa¬ 
tional expenditure of Rs 144 crores. In 1965-66, it was Rs 
120 lakhs (0 2 per cent) of the total educational expenditure 
of Rs 600 crores. Thus while the total educational expendi¬ 
ture increased over four times, that on social education rose 
only U times: while the proportion of expenditure incurred 
on social and adult education to the total educational de¬ 
velopment programmes in the first Plan was 3 3 which fell 
to 1.5 in the second Plan and to 0 5 in the third Plan. The 
group observed, pointedly, “Even in the literacy classes con¬ 
ducted in the country the main emphasis is on reading and 
writing without any regard being given to the functional as¬ 
pects of the literacy programme”. They noted furthermore, 
that the educational administrators had been adopting the 
conventional and orthodox methods without creating any 
motivation among the adults or mobilising voluntary public 
and political support for developing the programme. 

Sensitive Age-Group 

The group’s recommendation was that in the fourth Plan 
the programmes of eradication of illiteracy should be taken 
up in a modest way by concentrating on the most sensitive 
age-groupof 15-25, where the number of illiterates was esti¬ 
mated to be about 60 million. The other programmes were to 
1^5 taken care of through better orgnisation, but without 
expenditure out of Plan allotments. The first stage could 
well be a mass movement largely dependent on the mobilisa¬ 
tion of local resources, both of personnel and finance. Such 
a movement could be taken up by (a) educational institutions, 
in neighbouring villages and towns and cities, and (b) non¬ 
student educated youth and other social workers in compact 
areas. Students, teachers, members of professional classes, 
educated people, etc. could be an important asset in this 
movement. This general campaign could be spear-headed 
by Adult Literacy Pilot Projects in selected areas. The 
first phase might be largely on a campaign basis, with the 
additional condition that the follow-up for taking neolite¬ 
rates up to the functional standards would immediately follow 
without any gap between the two. 

The main effort under these twin programmes would be 
to provide the first stage of literacy to 10 million literates in 
the rural areas, especially in the age-group 15-24 with i mil¬ 
lion made literate in the hilly and tribal areas. 

These then were the main features of the mass approach. 
It is possible to regard the Grama Shiksha Mohim of Maha¬ 
rashtra as a somewhat specialised campaign of this nature. 
It must be assumed here in the metropolis of Maharashtra 
that the audience know more about this than the speaker. 
It is claimed that so far some 30 lakhs have been made lite¬ 
rate through this unique effort at a cost of about Re 1 per 
head. The latest verdict from a very authoritative source 
in the central government that 1 have recently heard is that 
the follow up has not been satisfactory. The Maharashtra 
govemmeni themselves felt peeved that not a single functional 
literacy project had been allotted to their state, out of the 
1(K) sanctioned, as a sort of penalty of success. I understand 
that fhis has since been rectified and some projects allotted to 
them recently. 

This brings us to the so-called selective approach, about | 
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ivhich tl)e Bduoatioo Comatission have a good deid to say in 
paras 17,20 et saq. of their rqxnt. 

A very important embodiment of the selective approadi 
are the Functional literacy Projects in the rural areas covered 
by the hifih yielding variety agricultural programmes. In 
1968, there was some idea that there would also be functional 
literacy projects in conjunction with rural industries as also 
in urban and industrial areas. But these last two kinds have 
been deferred and attention concentrated on functional lite¬ 
racy projects in intensive agricultural development blocks 
of about lOO villages. 

The larger programme was to be financed by the state and 
local community. It was proposed to cover 11 million illi¬ 
terate adults, mostly in the age-group 15-24, in addition to 
i million under urban projects and two million industrial 
workers. 

The provision and targets recommended by the Group for 
Adult Education in the fourth Plan were Rs 40 crores in all, 
for first stage of literacy in rural areas for 15 million persons, 
tmd 1.5 ifiillion in tribal and hilly areas, and functional 
literacy in rural areas including high yielding varied areas 
for 10 million, literacy in urban and industrial areas mr two 
million and assistance to voluntary organisations to cover 
five million literates and in total for some 24 million. As 
against this it is depressing to see that the target set in the 


fourth five-year Plan is only apparently 3 to 4 million judg¬ 
ing from the total provision of some 11 crores. 

Reloctaace to Face Flicts 

There is evidence to show that right from the beginning 
there has been a reluctance on the part of auttority to face 
the fact that the cost of making an adult properly literate 
ranges between Rs 20 to Rs 30 per head. Tnat this is incur¬ 
red only once over a year and is less per year than the cost 
of Rs. 35 per annum for a minimum of 4 to 5 years for a 
child 6-11 years of age is overlooked. It is also not realised 
that the adult undergoes literacy education in his spare time 
whilst following his vocation (predominantly agriculture). 
It was the realisation of conditions like this, prompted by 
participation in the work relating to the Draft Education 
Plan for South and South-east Asia (1 ^5) and discussion 
in the International Consultative Liaison Group formed by 
UNESCO that led Dr Durgabhai Deshmukh to undertake at 
the instance of the Government of India a Functional Lite¬ 
racy Project, with me as the project chairman, in the Shadna- 
gar block of the Mahbubnagar district of Andhra Pradesh 
.(some 30 to 56 miles from Hyderabad). A project report 
was submitted in September 1967 following a systematic 
preliminary survey of the area, consisting of 102 villages 
with a population of 104,000. 

The introduction to this project report mentions that in 
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the Mahbubnagar district thp percentage of literacy was only 
]3.S, (far below the national average even for rural areas). 
The survey of the block revealed the following state of illite¬ 
racy among people of the 15-45 age-group (by samples) of 
agncultural and non-agricultural households: 


Agricultural Non-Agricul* 
households tural 

households 


Literacy percentage 16.14 to 21.8 7.5 to 3.5 


The bulk of these literate adults had been to school (about 
50 or 60 per cent to primary schools, 16 to 22 per cent to 
middle schools, 19 to 26 per cent to high schools and a small 
fraction, 1 to 4 per cent to colleges. Of 100 per cent only 1 
to 3 per cent were merely literate without having gone to any 
school). * 

Preparatory work after survey, consisted of training the 
teachers (a substantial proportion of whom were selected 
from among the literate farmers — a highly successful ex¬ 
periment) and the holding of a workshop for Telugu Writers 
to encourage them to produce suitable text-books and follow¬ 
up literature — (some 19 books were written and about 6-7 
have already been printed). The co-ordination of vocational 
literacy has been successfully accomplished,thanks to the devo¬ 
ted eiforts of the project officer, a retired block development 
officer. Experience showed that the period required for 
achieving functional literacy had been under-estimated. 
Nine to ten months are required, i.e. approximately a year, 
so that only one batch of literates can be produced by a 
centre (of 30 persons) instead of two. The expenditure per 
head works out to Rs 30. Both the longer period and the 
cost per head have been accepted by authority. The first 
aluminU some 900, received their certificates proudly at a 
convocation held at Hyderabad. 

Pilot Experiment 

Basing one's calculations on this very systematic effort, 
it may be estimated that some Rs 450 crorcs will be required 
over 15 years to make 150 million farmers literate. The 
pilot experiment is fully capable of extension all over the 
country and Rs 30 crores a year is not too high a price to 
pay for bi-eaking the illitcrtae citizen’s invisible fetters and 
ensuring a safer democracy. 

Literacy Today issued by the Literacy International Com¬ 
mittee (September 8, 1970) gives an interesting account of a 
Functional Literacy Experiment in an Industrial Environ¬ 
ment in Brazil, UNESCO Pilot Project 1, UNESCO Ex¬ 
perimental World Literacy Programme. This programme 
involving 32 wagon repair and maintenance workers and 48 
miners, employed by a firm did not cost anything as the half- 
an-hoiu* a day required for the programme was included in 
the working day and remunerated as such. The firm's pro¬ 
ductivity was not decreased by the curtailment of actual work¬ 
ing hours, but actually increased. Workers progressed at 
varying rates in their reading, and as the experiment pro¬ 
gressed the new literates became assistant teachers. Personal 
relations between the team leaders, the engineers and the 
illiterate workers improved considerably. Though the ex¬ 
periment was small, it was considered a success as an intro- 
^ duction to a modern functional approach to literacy training. 

The target actually set by government under 
functional literacy is, alas, about 1/10 of that required. It 
is expected that in 100 districts covered by high- 
yielding variety programmes, about one million adult 


illiterate fanners would be made functionally literate 
by the end of \thc fourth Plan period* As in other 
undertakings and enterprises our efforts appear to be 
intended to be only symbolic and not calculated to make any 
appreciable impression on the situation. For all practical 
purposes^ the citizen of India will continue to be fettered for 
at least a couple of generations more. Of the three life and 
death problems confronting the country, viz. population 
control, liquidation of illiteracy and conservation of our na¬ 
tural resourccs,there is not one that we handling with 
success. I On the contrary, as compared with the desiderata, 
the total effort, despite much high-faulting talk, is puny and 
feeble. Surely this way lies perdition. In the meanwhile, 
as the universal solvent of every tough problem the nation 
has celebrated an International Literacy Week (September 
8-15, 1970) and an Indian seminar to plan National Literacy 
Quinquennium timed to coincide with the Literacy Day. 

On the occasion of the International Year for Human 
Rights (1968) an International Conference on Human Rights 

was organised by the United Nations at Teheran (April 
1968). A this conference an address was delivered by Mr 
Rane Maheu, Director-General of UNESCO — ‘One must 
first be able to read’, he pointed out, to make his responsible 
freedom a reality, and to be aware of the law which could 
protect him. To promote literacy is to change man’s cons¬ 
cience by changing his relation to his environment. Lite¬ 
racy as well as enriching individual freedoms and rights is an 
integral part of the emancipation of communities and nations. 

Solemn Appeal 

To conclude I cannot do better than quote the Resolution 
(IV) adopted by the Second Committee of the International 
Conference on Human Rights , organised by the United Na¬ 
tions at Teheran on April 22 to May 13 1968, as a solemn 
appeal to all whether the state or the voluntary organisation 
or the individual, whether a believer in free enterprise or in 
any of the innumerable brands of socialism: 

Text of Resolution IV adopted by the Second Committee 
of the International Conference on Human Rights, 
organised by the United Nations at Teheran, April 
22 to May 13 1968. 

The International Conference on Human Rights: 

Considering that literacy is a vital condition for the efi'ec- 
tive enjoyment of human rights, both civil and political,and 
economic, social and cultural; 

Noting with regret that, despite efforts made by states and 
international organisations, there arc still over 700 million 
illiterate persons throughout the world ; 

Considering that illiterate adults are defenceless in a 
society whose woi kings they cannot understand, into which 
they have no means of entering; and in which they are unable 
effectively to exercise or to defend their rights as proclaimed 
in the Universal Declaration; 

Considering that the Right to Education is solemnly pro¬ 
claimed in Article 26 of the Univeral Declaration.of Human 
Rights and in many other international instruments, includ¬ 
ing the Covenant on Economic, Social and Cultural Rights. 

Recalling the conclusions of the World Congress of Minis¬ 
ters of Education held at Teheran in 1965. 

Bearing in mind the recommendations of the Consulta¬ 
tive Liaison Committee for Literacy set up under the auspices 
of UNESCO, and the solemn appeal made by its chairman, 
Invites: 

* 

(a) The governments of alt countries in which illiteracy is 
still widespread to increase the intellectual and mate- 
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rial resources marshalled to combat illiteracy, with 
a view to expediting the gradual elimination of this 
scourage; 

(b) The governments of all countries, including those not 
faced with the problem of illiteracy, to intensify their 
co-operation with and support for programmes for 
the education of millions of illiterate men and wo¬ 
men; • 

(c) The General Assembly of the United Nations to draw 


the attention of organs having responsibilities in the 
area of human rights to the importance of combating 
illiteracy as a means of ensuring the effective and posi¬ 
tive enjoyment of rights possessed by every human 
being; 

(d) The Uni'ed Nations and its specialised agencies, es¬ 
pecially UNESCO, to do their utmost to increase the 
contribution which literacy can make in the contem¬ 
porary world to the safeguarding of peace, economic 
and social development, the emancipation of people 
and the promotion of rights and freedoms. 
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WINDOW ON THE WOR|.D 

A Floatirig Exchange Rate 

JOSSLEYN HENNESSY 


LONDON: 

1 

THE POST-WAR EXPERIENCE 

Tm: iNTi-RNAiroNAL monetary system 
is today challenged by many econo¬ 
mists, and since most bankers, exporters, 
importers and others who trade across 
frontiers, can actually read, they inevi¬ 
tably form’views as to which of the npst- 
rums recommended seems likely to 
be adopted, thus adding a speculative 
challenge to the system. 

Among cures frequently mentioned 
for the troubles that beset first one 
country and then another is a floating 
exchange rale. 

A' study of Canada's experience 
between 1950 and 1962 by Pro¬ 
fessor A.F.W. Plumptre of Toronto 
University, contributed to the OECD’s 
newly published symposium, Essays 
in Honour of Thorkil Kristensen, is 
as topical as it is instructive. Since 
Professor Plumptre was until 1965 
Assistant Deputy Minister of Finance 
in the Government of Canada, an Exe¬ 
cutive Director of the World Bank and 
the International Monetary Fund and 
Canadian representative on the OECD’s 
Economic Policy Committee, its Work¬ 
ing Party No 3, and the “Group of Ten” 
deputies, his views are entitled to res¬ 
pect as an authority with practical ex¬ 
perience. 

Outstanding Feature 

An outstanding feature of Canada's 
experience was the “remarkable stabi¬ 
lity” that her floating dollar maintained. 
The attempt to defend an existing par 
value (SI.00 US 1.10 Canadian) 
was abandoned in September, 1950, in 
the face of massive capital imports, and 
the C anadian dollar immediately floated 
upwards; by February 1952, it was at a 
premium over the US dollar. Thereafter 
continuously from 1952 to 1960 it floa¬ 
ted with remarkably little movement 
at a premium, which never exceeded 
six percent and was usually between two 
and four per cent. The period of float 
came to an end de facia in 1961 and dc 
/wrein May, 1962, when a new par value 
was set up(SI .00 US ,08Canadian) 

The various causes advanced to ex¬ 
plain this prolonged stability of the 
floating Canadian rate include: the ten¬ 


dency of Canadian imports of capital 
to be accompanied by Canadian im¬ 
ports of goods (particularly capital 
goods); the tendency for business cycle 
movements in Canada and the USA to 
be similar; the Canadian rate floated 
on a “Sea of Tranquility” because other 
major currencies were pegged; the Cana¬ 
dian dollar began by floating upwards 
on the basis of confidence in the Cana¬ 
dian economy and its financial manage¬ 
ment; the widely held view that the 
Canadian dollar had a “natural parity” 
with the US dollar; the moderate and 
acceptable behaviour of the Canadian 
Exchange Fund; and the equilibriating 
cflects of private short-term capital 
movements. 

Value of the Market 

Mr Plumptre is surprised that stabili¬ 
ty should seem surprising. After all, 
the exchange rate of a currency is form¬ 
ed by a market. In a reasonably stable 
economic environment, such as existed 
for the Candian dollar during the 1950s, 
a broad and responsive market may be 
expected to be reasonably stable. This 
elementary point of market economics 
is one that India’s Ministry of Finance 
and planners should learn, mark and 
digest. Beliefs about the normal be¬ 
haviour of exchange (or other) markets 
arc perverted because there have been 
relatively few occasions when an ex¬ 
change (or other) market has actually 
been left alone to look after itself with¬ 
out the anticipation of official direction. 
I should guess that since independence 
no market of any kind in India has been 
wholly left to work out the equation 
between supply and demand, which is 
why India’s economy finds itself where 
it is today. Further floating rates have 
so often been associated with unstable 
conditions, as during the aftermath of 
World War I and the intcr-war years 
of depression, that they have become 
identified with “inevitable instability”. 

The element in Canada’s situation 
that has been most closely examined 
is the equilibriating effects of shorl- 
lerni capital movements. There is gene¬ 
ral agreement that short-term or specu¬ 
lative capital movements, including lags 
and leads, were an important stabili¬ 
sing influence. Some writers also point 
out that such movements ^ere not self- 
aggrjivating or cumulative. 

The declared intention of the authori¬ 
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ties was: “Transactions of the Exchange 
Fund Account in the inark<)t in US 
dollars were directed to helping to main^* 
tain orderly conditions without pre¬ 
venting basic supply and demand fac¬ 
tors from detennining the level of the 
rate.” Published statistics have been 
analysed to shed light on the operation 
of the Exchange Fund. Writers s^ 
generally agreed that these operations 
were .small and “stabilising”, at least 
until the 1961-62 developments (dis¬ 
cussed below). Those who have ques¬ 
tioned the “stabilising influence” of the 
Exchange Fund have attached a special 
meaning to the word “stabilising”. 
In fact, as official announcements make 
clear, the Exchange Fund was operated 
neither to promote stability in the sense 
of immobility nor in the sense of con¬ 
formity to a pre-deterrained trend, but 
only to “lean against the wind” briefly 
in either direction in the event of sudden 
gusts. The authorities were ready at 
any time, to “make a market” on 
either side of the existing rate. They 
formed no opinion about where the 
market ought to go. The only opinion 
on which they acted was that the market 
ought not to move sharply in either di¬ 
rection. In this they may have lessened 
the likelihood of self-aggravating “specu¬ 
lative” movements of the rate. Further, 
they did establish that it is possible for 
an authority to “tend” a floating rate 
without fighting the private market 
and without provoking market specula¬ 
tion about the nature and intentions 
of their own dealings. 

II 

THE INTER-WAR EXPERIENCE 

Actually, the Canadian exchange 
market had, in an earlier decade, shown, 
that it was able to look after itself with¬ 
out attentions from the authorities. 
During the 1930s, until the outbreak of 
war and war controls, the Canadian rate 
was afloat and behaved well. Through¬ 
out those years there was no official 
intervention. 

Indeed, during the 1930s, the Cana¬ 
dian dollar was afloat in a broader sense 
than was probably true of any other 
currency at that time. It was neither 
“tended” as the various key currencies 
were tended by their authorities after 
sterling quitted gold in 1931, nor was 
it tied to any key currency, as were al¬ 
most all the world’s satellite (non-key) 
currencies. This was because the Cana¬ 
dian economy had been attached, not 
to one but to two world economies — 
the USA and the UK. Accordingly when 
the Canadian dollar floated, it floated 
about half way between the US dollar 
and the pound-sterling and without 
particular stability towards cither. Yet, 
despite the generally disturbed economic 
and financial conditions of the time. 
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and although (or because) no attempt 
made at oMcial tending, the Cana¬ 
dian dollar did not behave in an un¬ 
stable way, and short-term capital 
movements were self-correcting, not 
self-aggravating. While the Canadian 
dollar may have floated on a “Sea of 
tranquility” between 1950 and 1960, 
i| did not do so two decades earlier; 
it did not need such a sea in order to 
establish its inherent seaworthiness. 

During the 1930s the^ Canadian ex¬ 
change rate was less stable, in the sense 
of less immobile, than in the 1950s. 
Nonetheless it was stable in that its 
movements were orderly, not erratic or 
oscillating, and it was performing its 
market function in equilibriating de¬ 
mand and supply. Indeed, too much 
attention has probably been paid to the 
“remarkable stability” (i.c. to the nar¬ 
row range of movement) of the rate in 
1952-60. This stability was, in a sense, 
accidental in that at different times it 
was the result of different forces. In the 
first half of the period the rate main¬ 
tained its premium over the US dollar 
as a result of natural bouyancy, in the 
second half as a result of what many 
consider was mistaken policy. 

Ill 

POST-WAR TURNING POINT 

The year 1956 was a turning point. 
Before that all things seemed to work 
together for good. The initial and sub¬ 
stantial appreciation of the dollar, in 
the year and a half after it was freed from 
control in 1950, prepared the way for a 
massive yet orderly and non-inflationary 
expansion of the economy based on a 
massive inflow of capital. With the 
higher value of the Canadian dollar, 
price increases were moderated,yet eco¬ 
nomic growth was strong, unemploy¬ 
ment low. Moreover, the floating rate 
provided to those responsible for Cana¬ 
dian financ;ial policy, extra flexibility, 
although not irresponsibility vis-a-vis 
the USA. 

Subsequently, however, growth fal¬ 
tered, prospects clouded, and serious 
unemployment emerged. It was asto¬ 
nishing bad luck for the Conserva¬ 
tives, who had previously managed to 
get themselves elected at the beginning 
of the 1930s depression, that they 
next managed to do so in 1957. It was 
also bad luck that Canada’s financial 
management, which had previously 
been &r-sjghted and clear, should have 
become schizophrenic about the same 
time. The tensions of the period culmi¬ 
nated in a request by the government in 
May, 1961, to the Bank of Canada’s 
Governor to resign. 

In 1956, an important change was 
taking place in the capital inflows. Pre¬ 
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viously these flows had been largely 
direct* investment, but from 1956 they 
were largely in forms responsive to inte¬ 
rest differentials between Canada and 
the USA. In 1956-57 the main flow was 
in portfolio investments. Later il chiefly 
consisted of short-term capital More¬ 
over, from 1956, the interest differentials 
tended to widen and the exchange value 
of the dollar, which had hovered close 
to parity with the US dollar early in 
1956, rose on the strength of induced 
capital imports. Despite an unemploy¬ 
ment index which ranged between six 
and eight per cent, annual import sur¬ 
plus of goods and services persistently 
exceeded 81,000 million from 1956. 

The Syatem Never Broke Down 

It has been suggested that the floating 
system, which apparently worked so 
well aft^ 1950, began to break down in 
1956 and thus had to be abandoned in 
1962, but what broke down after 1956 
was not the system but the previous 
purposeful and perceptive financial 
management. 

By the end of 1960 it had become clear 
that the government and the governor 
were pulling in different directions. In 
a “baby budget” in December, the go¬ 
vernment announced tax changes de¬ 
signed to lessen capital imports. Never¬ 
theless interest rale spreads continued 
to offer strong incentives to such im¬ 
ports. In the next few months the dollar 
weakened slightly but did not even fall 
to parity with the US dollar; net im¬ 
ports of capital, along with net imports 
of goods and services, remained high 
despite persistent unemployment. 

In the June, 1961, budget the goven- 
ment, having by now requested (but not 
received) the Governor’s resignation, 
made an important announcement about 
the exchange rale. “No one can say 
today what the appropriate level of our 
exchange rate would be when our balance 
of payments is in a position better suited 
to our present economic circumstances. 
But the rate will certainly be lower than 
it has been of late, and it may well be 
appropriate for it to move to a signi¬ 
ficant discount. It will be government 
policy to facilitate such a movement.” 

Following this, the dollar obediently 
fell past parity with the US dollar to a 
modest discount. But the market now 
knew not only that the authorities had 
a view as to the proper level of the rate, 
but also that they intended to impose it. 
From then on anticipations about the 
future of the rate were no longer con¬ 
fined to economic and financial conside¬ 
rations. Speculation increasingly 
centred upon what position the govern¬ 
ment was likely and able to take in the 
market. Nor could the authorities, 
having once asserted their interest in 
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the rate, credibly renounce it in the ex¬ 
pectation that the market would there¬ 
after behave as if nothing had happened. 

For some months after the June 
budget the market seemed to expect a 
return to parity with the US dollar. As 
the statistics show, the authorities were 
holding the dollar down. Early in 
1962, however, and particularly after a 
general election (with strong financial 
overtones), market opinion altered 
sharply. The government ran into in¬ 
creasing diffirultics in supporting the 
dollar at about five per cent below the 
US dollar. On May 2, with the election 
in full blast, the government returned 
to the fixed parity system at a discount 
of 7.5 per cent. At that unsettled mo¬ 
ment the market was not willing to 
accept even this rate, and heavy down¬ 
ward pressure on the dollar continued. 
Imniediaiely after the election, however, 
there was a tightening of financial policy, 
massive external support was mobilised, 
and within a few months the new par for 
the dollar was firm. 

IV 

THE CONCLUSIONS 

The IMF’s attitude towards these 
events is instructive. In 1950, the IMF 
acquiesced, without enthusiasm, in 
Canada’s abandonment of an 
established parity. It had accepted 
a floating rate for the Belgian 
franc some weeks before. That the 
IMF should have been willing to accept 
another important break in the 
new par value system was no doubt 
partly because Canada had experienced, 
over the five preceding years, real diffi¬ 
culties in establishing and maintaining 
an acceptable and defensible parity 
(SUS 0.90 throughout the war raised to 
SUS 1.00 at the lime of the premature 
post-war disintegration of US price 
controls in 1946; reduced to 0.90 in 
September 1949, when the currencies of 
the UK and other normal outlets for 
Canada’s exports were devalued by 30 
per cent: and then less than a year later, 
faced by an indigestible inflow of specu¬ 
lative capital). Moreover, while de¬ 
parting from the IMF agreement about 
parity, Canada was supporting other 
basic IMF objectives for expansion of 
international trade, the elimination of 
restrictions and discrimination, and the 
acceptance of currency convertibility. 

As time went on, the IMF drew fur¬ 
ther comfort because the Canadian dol¬ 
lar floated upwards, not downward in 
competitive depreciation, and then 
remained stable. By 1953, the IMF had 
become reasonably accustomed to 
Canda’s aberration. The 1953 Annual 
Report reviewed Canada’s problems 
sympathetically and concluded: “It 
thus appears that in the circumstances 
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of Canada’s economic position and 
governmental policies the freelfluctu¬ 
ating rate has, in fact, moved only 
moderately, the capital movements have 
accordingly not lost the importafit bene¬ 
fits that are commonly associated with 
rate stability. As the Fund’s 1951 re¬ 
port indicated, the Canadian govern¬ 
ment remains in consultation with the 
Fund.” 

IMF’js Acceptance 

While the IMF can accept a floating 
rate, which really floats on market 
forces, and which the national authori¬ 
ties either leave alone or tend merely 
to moderate sharp movements, it would 
not accept an allegedly floating rate over 
which the authorities did in fact exercise 
positive influence. This wasjust the sort 
of action out of which the competitive 
depreciations of the 1930s had de¬ 
veloped and which the IMF had been 
set up to prevent. Accordingly, follow¬ 
ing the Canadian government’s announ¬ 
cement in June, 1961, there could be no 
question what the I MF’s attitude should 
be towards Canada’s exchange situa¬ 
tion. This attitude was, of course, con¬ 
veyed to the Canadian government be¬ 
fore it took the decision to return to 
the parity system in May, 1962. 

Would the IMF have been able to 
accept a situation rather difl'erenl from 
that which did in fact emerge? Suppose 
that, following 1956, Canadian financial 
policy had been different, that the inte¬ 
rest ditTerentials which kept Canada’s 
dollar at a premium over the US dollar 
had not been allowed to develop, that 
the capital inflow had diminished, and 
that the exchange rate had fallen to a 
discount with alleviating eflects on the 
current account deficit and the level of 
unemployment. Would the IMF have 
found such a situation acceptable or 
would the downward movement of the 
exchange rate, however, explicable in 
terms of the economic circumstances, 
have precipitated pressures on Canada 
to abandon the floating rale? 

From his later experience with 
the IMF, Mr Plumptre stresses 
that such a situation could have been 
accepted by the IMF and also 
by the international financial commu¬ 
nity including the USA. In other 
words, he believes that the test of accep¬ 
tability would not simply have been 
whether the exchange rate continued its 
*Temarkable .stability”, but that the 
IMF would probably have taken a broad 
view of Canadian financial policy as a 
Whole. If this policy were directed to¬ 
wards constructive domestic objectives, 
including the reduction of a level of un¬ 
employment that by international 
standards was excessive, and if 
Canadian policy were at the same 
time non-aggreSwSive. non-disruptive 
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internationally, he believes that the 
IMF would not have rejected it 
merely because the exchange rate 
moved to a lower level Moreover, 
particularly in the light of pre-war 
experience, he sees no a priori reason to 
believe that the market itself would 
have found more difficulty in arriving 
in an orderly manner at (say) a five per 
cent discount in relation to the US dollar 
than it had quite recently in arriving 
a five per cent premium. 

Whether or not Mr PI umpire’s answer 
to these hypothetical questions are right, 
looking back, he believes that there are 
two basic criteria on which the inter¬ 
national community must insist when 
any country allows its exchange rate to 
float. 

First, the intervention of the national 
authorities on the market must be 
passive, defensive and neutral. They 
must respond to, and cushion, action 
on the part of others. They must never 
initiate movements; they must not 
be more defensive in one direction than 
the other. If they are, they will be open 
to the charge, on the part of the market, 
that they are manipulating the rale 
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rather than allowing mark;^ forcea to 
l^evai]. The Canadian authorities did 
limit themselves in this way from 1950 
to 1960 but from early 1961 to May> 
1962, their actions, while still non- 
aggressive, were no longer neutral 

Secondly, since any exchange rate, 
whether floating or pegged, is affected 
by monetary, fiscal and other policies, 
a country with a floating rate must ex¬ 
pect to expose and discuss its whole 
range of policies with others in the inter¬ 
national community. The consulta¬ 
tions that take place, country by coun¬ 
try, in the IMF, and also in OECD 
and other bodies, do not become un¬ 
necessary merely because one exchange 
rate policy is substituted for another. 
It may, in fact, be argued that the need 
for consultations, designed to minimise 
the adverse economic cflects of economic 
actions of one country on its neigh¬ 
bours, may be even greater under a 
floating than under a fixed rate. The 
“rules of the game”, the “codes of 
acceptable behaviour” are, of course, 
different; but rules and codes there must 
be if economic warfare is to be preven¬ 
ted and peace to prevail. 


The Frustrated Farmers of Europe 

E. B* BROOK 


VIENNA: 

From all one reads of prosperous 
Europe, with its steadily rising gross 
national product, expanding exports 
and freer movement of labour and 
transport the sour tone of dissatisfac¬ 
tion would not be expected, least of all 
from that fiscally pampered community, 
the farmers. 

But the contrary is the case. From 
its northern limits to the toe of Italy 
the booming Common Market’s far¬ 
mers arc not only discontented but they 
also often express their discontent in 
riot. The Italians have ironically paid 
transport firms to carry their peaches 
away to rubbish dumps rather than sell 
them at the Market’s price; French 
farmers have been more extensively dest¬ 
ructive in their frustrated anger. Far¬ 
mers in southern France have pulled up 
railway lines and otherwise stopped 
trains by lighting fires on the tracks. 
Pitched battles with the tough French 
riot police have been frequtot. In the 
slightly less temperamental north, 
French farmers have also stopped trains 
to protest their indignation at the poor 
prices they receive for their products 
and in Belgium 6,000 farmers recently 
rioted in Bastogne. Easter week-end 
is likely to see some more fighting with 
the police, for the farmers are proposing 
to impress the public and holiday tourists 


with their anger once again by setting 
up road blocks from the Alps to the 
Pyrenees. 


Nor is this a matter of Gallic and Latin 
and Latin effervcscensse. No one can 
describe northern Germany’s farmers, 
some of them part-time agriculturists, 
to fill in their industrious lives, as any¬ 
thing but matter of fact and stolid. But 
from Flensburg in West Germany's most 
northern state of Schleswig Holstein 
down to Bavaria farmers have demonst¬ 
rated by blocking the roads with their 
tractors, threshing machines and lorries 
and have halted them across railway 
lines; a little less destructive than the 
the French, perhaps, but just as angrily 
dissatisfied with their earnings from 
farming within the Common Market’s 
economic complex. 


Stuttgart has seen these German 
farmers demonstrate with huge black 
banners and in the federal capital, 
Bonn, farmers put on the biggest politi¬ 
cal demonstration ever seen there. They 
told Chancellor Brandt their earnings 
were so meagre that they had “nothing 
to lose any more” to which Brandt res¬ 
ponded in Parliament by pledging that 
his government would not leave West 
Germany’s 2,215,00 farmers in the 
lurch. In France, President Pompidou 
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h«s ^oUariy felt the oeceuity to be i^a- 
catory. WhUe the West Oenuan Chan* 
cellor suimited the fanners’ claims for 
higher pnees within the Market and 
ignored the urgent need to put Oernuin 
famung on a sounder economic basis 
by combining some of its very small 
farms into bigger and more economic 
units. President Pompidou went even 
funder and denied there was any justi¬ 
fication for reducing the number of 
small family farms in France. 

Two and a quarter million farming 
families in West Germany and nearly 
four million of them in France mean a 
lot of votes to political parties and an al¬ 
most unmanageable source of trouble 
when they are unitedly dissatified — 
which is the case now. Municipal elec¬ 
tions in France and two states’ elec¬ 
tions in West Germanjr undoubtedly 
hdp to explain the national leaders’ 
care which may become less tender 
when their electoral needs have been 
satisfied. 

Universal Dissatisfaction 

But, even so, the farmers’ massive 
and universal dissatisfaction will conti¬ 
nue and increase unless calmed by re¬ 
medies. Outside the Market, also, 
Austria — which has long sought an 
association with the Market and has 
warned EFTA it may leave its com¬ 
pany — is having trouble. This week¬ 
end (March 21) the capital’s main 
streets are being blocked for hours by 
fiirmers demonstrating with their trac¬ 
tors, provincial capitals have already 
seen similar protests and a national 
cessation of milk supplies is threatened. 

The reasons for this agricultural re¬ 
sentment are that, despite subsidies 
which burden the national finances and 
the production of mountains of butter, 
the farmers find their income stagnating 
while other sectors of the national wo~ 
noraies prosper and domestic prices 
rise steadily. 

In France during the last five years the 
average wage rose by 4.5 per cent annu¬ 
ally, businessmen’s income by S.9 per 
cent, but farmers’ earnings advanced 
by only 2.9 per cent. The farmers re¬ 
mained their economies’ poor relations 
living on farms often remote and usually 
sadly old-fashioned. In West Germany, 
too, a vast gap separates industrial and 
farm wages and, as in many cases in 
east Eurem also, non-obligatory old age 
pensions face the hundreds of thousands 
of elderly farmers and their wives with 
a bleak ending to lives of physical hard 
work. 

Nowhere can such discrepancies bet- 
wwn sectors of national economies 
exist safely; social justice calls for a re¬ 
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medy and the irritated resentment of 
sturdy men will sooner or later ensure 
that a remedy is produced. The alter¬ 
native is a massive desertion of thO land 
by the younger farming families which 
is already a disturbing development in 
both west and east Europe. 

West Europe’s farmers are increasing¬ 
ly convinced that they are the victim;, 
if not of exploitation, of a ne^ectful 
sense of superiority in a world chi^y 
devoted to industrial markets. While 
the USA almost aggressively cares for 
the interests of its farmers in foreign 
markets which increasingly close their 
doors to outsiders’ products, west Eu¬ 
rope discouraf^s its farmers by holding 
agricultural prices low while protecting 
them from foreign competition. The 
farmers are convinced that the residual 
benefit lies with the consumers who can 
still buy cheaply—though not so cheap¬ 
ly as b^re — and not the producers. 
The unusually high prices to outsiders 
maintained by the Common Market 
with the purpose of supporting the 
small private farms have proved insuffi¬ 
cient because the political power of the 
urban buyers is more effective in na¬ 
tional politics than that of the rural 
sellers. At best, these prices have en¬ 
couraged a production of surpluses that 
prove unsaleable because the farmers, 
being the world’s basic conservatives, 
decline to use fiscal support made avail¬ 
able to them to modernise their methods, 
co-ordinate their products or rationalise 
the size and management of their 
holdings. 
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While the farmers are discontented 
because they do not use their advantages 
to rationalise production, the consumers 
are also discontented because the Mar¬ 
ket’s farms are a heavy expense to them. 
The annual cost of each farm to the 
West German taxpayers is £1,500 and 
to the French tax^yer nearly £800. 

For several years the hapless agricul¬ 
tural chief of the Common Market, Dr 
Sicco Mansholt, has urged west Europe’s 
farmers to merge their holdings into 
larger units to make them economi¬ 
cally manageable and profitable and 
everywhere he has been heard either in 
rigid silence or shouted down. Eight 
out of ten of west Europe.s farms are 
too small to keep an efficient farmer busy 
all day and none of them will be pro¬ 
fitable however much Market money is 
pumped into them until they rationalise 
their size and production. 

In west, as in cast Europe, the farms 
are the weakest sector of the communi¬ 
ty and the most likely to spoil the bright 
prospect of success that promises if 
only plans and schemes for rationalisa¬ 
tion are fulfilled. But anyone who 
knows Europe’s farmers, or perhaps 
farmers anywhere, will know how remote 
is the likelihood of them complying 
with a general scheme that disturbs the 
relatively even tenor of their everyday 
life. In Europe, cast and west, it is the 
most muddy constituent of the econo¬ 
mies that threatens most seriously too 
spoil the economies’ chances. 
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CAR PRICES, 

Car prices are likely to increase as a 
result of the recommendation of the Car 
Prices ^mmission. The increase may 
range from about Rs 2,000 in the case 
of Ambassador (being the- biggest 
of the three with as much as 95 per 
cent indigenous content) to about Rs 
i,0()0 in the case of Fiat and Standard 
Herald. The Car Prices Commis* 
sion was appointed by the union govern* 
ment under a directive of the Supre* 
reme Court following a writ petition 
filed by the three car manufacturers who 
had challenged the prices fixed by the 
government statutorily in September, 
1969. Hie commission was headed by 
Mr Sarjoo Prasad, foimer judge of the 
Patna High Court. The increased prices 
have been recommended by the com¬ 
mission on the basis of the cost data 
existing in July last year. The com¬ 
mission is also understood to have re¬ 
commended an increase in dealer’s com¬ 
mission for each model. Another re¬ 
commendation of the commission which 
is of vital importance to the car in¬ 
dustry, it is learnt, is that the industry 
should be declared a “priority” in¬ 
dustry. This will help the car manu¬ 
facturers secure liberal foreign exchange 
for importing scarce raw materials and 
adequate supply of quality material 
from the public sector steel plants. The 
commission is dso believed to have 
supported the manufacturers* plea for 
a reduction in the incidence of taxation 
as also for expansion of existing units 
so that more cars are available to the 
public. On the question of quality, the 
commission is re^rted to have favoured 
the manufacturers’ contention that cont¬ 
rol over quality should be exercised at 
the level of ancillaries. To exercise qua¬ 
lity control merely at the level of the 
final product would be meaningless. 

TYRE SHORTAGE 

Mr R.G.S. Nairn, Chairman, Auto¬ 
motive Tyre Industry of India, indica¬ 
ted recently that there was some shortage 
of tractor tyres and rayon tyres of cer¬ 
tain sizes for trucks and buses in the 
last quarter of 1970 but it has eased 
considerably from the beginning of this 
year. The\improvcmcnt in the supply, 
he pointed out, was due to the recent 
rise in the production of all the automo¬ 
tive tyre factories in the country and 
the special st^ taken by the industry 
to ensure equitable distribution of tyres 
at fair prices. The position would have 
improved still further, he added, but 
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for the interruption in production in a 
leading factory in nortWn India due 
to shortage of electricity. The tyre in¬ 
dustry, despite the fact of overall cost 
inerrases, mso voluntarily reduced the 
retail prices of tyres and tubes for trucks 
and buses in the replacement market 
on an average of Rs 7 per tyre with 
effect from January 1, 1970. 

JOINT VENTURES ABROAD 

For the speedy disposal of the pro¬ 
posals received from the Indian entre¬ 
preneurs intending to establish indust¬ 
rial joint ventures abroad, the union 
government has prescribed an applica¬ 
tion form for projects having a total 
investment of Rs 10 lakhs or more. 
For the projects having total investment 
of less than Rs 10 lakhs the pres¬ 
cribed form is not compulsory. For the 
proposals already received by the go¬ 
vernment from Indian entrepreneurs 
fresh application on such prescribed 
form is not necessary. Forms of appli¬ 
cation can be had from the Deputy 
Director (Overseas Investment Cell) 
of the Ministry of Foreign Trade (Ud- 
yog Bhavan), New Delhi. 

BANK OF BARODA IN FIJI 

A new branch of Bank of Baroda was 
opened in Labasa on March 27, by Mr 
Wesley Barrett, Minister of Finance, 
Fiji government, before a large and 
distinguished audience including Minis¬ 
ter of Commerce and Industry, Mr 
Vijay R. Singh, High Commissioner of 
India, Mr A.P. Venkateswaran, and 
members of the Parliament. 

CASHEW KERNEL EXPORTS 

The Minister of Foreign Trade, Mr 
L.N. Mishra, stated recently in the Lok 
Sabha that the import of raw cashew- 
nuts was canalised through the Cashew 
Corporation of India with effect from 
September 1, 1970. The Cashew Cor¬ 
poration has been able to successfully 
import adequate quantities of raw nuts 
for distribution to the processing units. 
Most of the cashew processing units 
close in the month of September and 
October to re-open by January or 
February. Some of the processing fac¬ 
tories have still not re-opened because 
they have heavy stocks of cashew ker¬ 
nels for which they have yet to find fo¬ 
reign buyers. The major reason for 
accumulation of stocks of cashew ker¬ 
nels was inadequate purchases made by 
USSR. The problem now being faced 
by the industry, the minister pointed 
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out, is of a temporary nature. The 
government is also making special 
efforts to locate new markets. A long¬ 
term marketing strategy is being work¬ 
ed out and the Cashew Export Promo 
tion Council has been asked to step up its 
export promotion effort, he stated. 

COST OF POWER GENERATION 

Steps to reduce the cost of power 
generation and its distribution, speed¬ 
ing up the rural electrification pro¬ 
gramme and preparation of a long-term 
co-ordinated planning of hydro, ther¬ 
mal and nuclear projects to meet the 
growing power demands have been 
recommended by the Power Economy 
Committee set up by the union Minis¬ 
try of Irrigation and Power. Mr 
K.L. Vij, chairman of the 11-member 
committee of experts, presented the 
final report to Dr K.L. Rao, union 
Minister of Irrigation and Power, on 
March 30, 1971. The report observes 
that under the existing conditions in 
the country, the hydel schemes consti¬ 
tute the most economic sodree of electri¬ 
city production. Apart from their 
intrinsic economy, hydro schemes de¬ 
signed for complementary peaking with 
themal/nuclear stations enable better 
utilisation of available generating capa¬ 
city and energy potential. The esti¬ 
mated cost of power from nuclear sta¬ 
tions based on heavy water reactor tech¬ 
nology indicates that atomic power 
would be competitive with prevailing 
cost of thermal stations located remote 
from the collieries. It therefore suggests 
that in order to produce cheaper electri¬ 
city, the bulk of new generating capa¬ 
city to be added during the fifth and 
sixth Plans should be derived from 
hydro sources, both of energy intensive 
and peaking categories. 

NEWSPRINT ALLOCATION 

Various suggestions for the newmrint 
allocation policy for the year 1971-72 
were considered by the Newsprint Ad¬ 
visory Committee which met recently 
under the chairmanship of the Minister 
of State for Information & Broad¬ 
casting, Mrs Nandini Satpathy. 

The members urged for larger allo¬ 
cation of newsprint on the basis of in¬ 
creased circulation of newspapers dur¬ 
ing the past few months. In regard to 
periodical publications, it was suggested 
that the component of NEPA newsprint 
should be completely eliminated from 
their allocations as this came in the way 
of quality printing. In regard to the 
progress of newsprint manufacture in 
the country, the members were informed 
about the setting up of Hindustan Pa¬ 
per Corporation and of newsprint 
plants in Kerala and Himachal Prawsh. 
(The Kerala plant in the public sector 
and Himachal Pradesh plant in the pri- 
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vate sectoi' will have capacity of 75,000 
and 60,000 tonnes per annuni respec- 
tivdyj. 

EMPLOYMENT-ORIENTED PLANS 

The Prime Minister, Mrs Indira 
Gandhi, stated recently that the guide¬ 
lines issued for 1971-72 annual plan 
formulation laid stress on the need to 
give high priority to sectors with high 
employment potential such as agricul¬ 
tural programmes,«roads, and comu- 
nications, village and small industries, 
elementary education and water supply. 
She added that the details of the annual 
plans were yet to be received from the 
states. The position would be reviewed 
again in the light of a mid-term appraisal 
of the Plan which was proposed to be 
undertaken shortly. The Prime Minis¬ 
ter added that the interim budget for 
1971-72 embodied a provision of Rs 50 
crores for a crash scheme for rural em¬ 
ployment to be executed by the states. 
This provision was however kept out¬ 
side the Plan for the present. 

ACCENT ON PRODUCTION 

The union Minister for Industrial 
Development and .Internal Trade, Mr 
Moinul Huq Choudhury, told news¬ 
men here last week that his two major 
objectives in the immediate future 
would be to help raise production and 
expand employment opportunities. In 
the backward states, he thought, apart 
from encouraging larger houses to set 
up industrial undertakings, it would be 
judicious to foster the growth of small 
and medium-scale industries. If the 
larger houses did not go to the back¬ 
ward areas in a big way, the gap, he 
said, would have to be filled by the 
public sector. An important measure 
being considered for speeding up the 
growth of backward states like Assam, 
Mr Choudhury revealed, was the pro¬ 
vision of transport subsidy. With a 
view to raising production, imports 
of scarce raw materials, Mr Choudhury 
said, were being arranged. Concerted 
^orts were being made to re-open 
the closed units; some of these have al¬ 
ready been taken over by the govern¬ 
ment. The other major bottleneck in 
the way of production namely, labour 
t^uble, Mr Choudhury thought, would 
gradually dissolve itself following the 
mid-term election. The investment 
dimate, he felt, should also improve 
considerably in view of the political 
stability brought about in the country. 
Mr Choudhury expressed himself 
against the grant of autonomy to states 
for industrial planning. He thought that 
such an autonomy might lead to chaos 
in a country.like ours where resources 
were limited and private industry did 
not enjoy the reputation that big busi¬ 
ness had in the United Kingdom or the 


United States. Mr Choudhury agreed 
that a lot had to be done for improving 
the working of public sector umts. He, 
however, stressed that ftesh invest¬ 
ments in the public sector should not 
be held up because the existing units 
were not yielding the results expected 
of them. 

TRADE WITH RUMANU 

A new five-year trade & pay¬ 
ments agreement with Rumania 
was signed in Bucharest on March 
24, 1971 by Mr S. Than, Ambassa-* 
dor of India in Rumania, on behalf 
of the Government of India and 
Mr Cornel Burtica, Minister of Foreign 
Trade, on behalf of the Government of 
the Socialist Republic of Rumania. 
The first trade agreement with Rumania 
was signed in 1954. Indo-Rumanian 
trade which was at a level of only 
three lakhs of rupees in 1953 rose to Rs 
14.35 crores in 1969 and is estimated to 
have risen to over Rs 20 crores by the 
end of 1970. The new agreement con¬ 
tains new clauses providing for joint 
co-operation in third countries, explora¬ 
tion of new avenues of industrial co¬ 
operation which will increase trade ex¬ 
changes in existing and additional fields 
and inbreasing contacts between the 
Indian and Rumanian trading, manu¬ 
facturing and actual user organisa¬ 
tions. The trade protocol signed for 
1971 with the long-term trade and pay¬ 
ments agreement envisages a further 
increase of 10 per cent in the two-way 
trade exchanges. Discussions have indi¬ 
cated that the same tempo of growth 
can be maintained in the succeeding 
years. In the export list the most im¬ 
portant feature is the steadily increasing 
export of iron ore to Rumania. The other 
major items will be tanned hides and 
skins and finished leather, coffee, deoiled 
cotton seed extractions, cotton textiles, 
jute manufactures, coir products, ma¬ 
chine tools and other engineering goods, 
carpets etc. On the import side m^or 
items will be oil prospecting and drilling 
eqtiipment, ships, tractors, rolled 
steelproducts, petroleum products, fer- 
tihsers, pharmaceutical intermediates, 
various organic and inorganic chemicals 
etc. 

PAYMENTS TO I.M.F. 

With the payment of $55 million to 
the International Monetary Fund on 
March 26, 1971, this country has com¬ 
pleted all her repayment obligations to 
the Fund. At the beginning of 1970-71, 
the outstanding drawing stood at 
$205 million. In addition, during 
the year India had to pay to the 
Fund $47.5 million iq gold and 
$142.5 million in rupee securities be¬ 
cause of the increase in her quota 
from $750 million to $S>40 million. It 


April 9, \m 

will be recalled, three years aBO* that is 
in 1967-68, India’s outstanding draw¬ 
ings from the IMF stood at $450 
million. The drawings reached this peak 
figure because of the severe drought of 
1965-66 which had adversely affected 
the balance of payments position. 
Complete repayment of obligatipns has 
made possible by t^e improvement 
in India’s foreign exchange reserves. In 
recognition of the improvement, IMF 
designated India in 1970-71 to provide 
foreign exchange amounting to $76 
million in exchange for SDRs 
under the scheme of the Special Draw¬ 
ing Rights. India has actudly provided 
the equivalent to 40.8 million dollars 
under this arrangement. 

SODA ASH PLANTS 

The union government has invited 
applications for industrial licences un¬ 
der the Industries (Development and 
Regulation) Act, 1951, from entrepren¬ 
eurs who wish to establish plants for 
the manufacture of soda ash and caustic 
soda. Along with the application, the 
applicants are required to give all rele¬ 
vant information including, inter-alia, 
total capital cost of the scheme, total 
foreign exchange requirements, rupee 
Fequirement.s for the scheme, clearly 
indicating the sources from which these 
will be financed. In the case of soda 
ash those who wish to expand their exist¬ 
ing plants to a more economic size may 
also apply. The new units adopting 
standard solvay process should be for a 
capacity of about 400 tonnes per day. 
In the case of modified solvay process, 
the new units should be for a capacity 
of at least 2(X) tonnes per day each of 
soda ash and ammonium chloride. Pro¬ 
posals based on maximum utilisation 
of indigenous plant and machinery as 
well as technical know-how will be given 
preference. In the case of caustic soda 
they should give detailed feasibility re¬ 
port specifying clearly as to how they 
propose to utilise or dispose of the pro¬ 
duction of chlorine. Those who wish to 
expand their existing plants to a more 
economic size of 1(X) tonnes per day or 
more may also apply. The new units 
should be for a capacity of about 100 
tonnes per day each with the latest 
technology. The applications should 
reach the Ministry of Industrial De¬ 
velopment and Internal Trade (CLP 
Section), Udyog Bhavan, New Delhi 
by June 30,1971. 

NAMES IN THE NEWS 

Dr Ravi Mitra, until recently Deputy 
Technical Manager, Oil India Limited, 
at its field headquarters at Duliajan, 
upper Assam, has been appointed, on 
transfer to the Managing Director’s 
office in New Delhi, as Senior Tedmkal 
Adviser. 
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Company Affairs 


STATE BANK OF INDIA 

Mr R.K. Talwak, Chairman, State 
Bank of India, stated at the annual gene¬ 
ral meeting held recently that the profits 
of the bank declined slightly in spite of 
the substantial increase in the volume 
of business handled. The decline was 
mainly due to the increased operational 
costs during the year. He pointed out 
that there was considerable expansion 
of credit during the last three years in 
the banking system, mainly due to de¬ 
liberate public policy. There was R 
orientation of lending operations. Cre¬ 
dit expansion increased due to food 
procurement operations and also due 
to fertiliser distribution operations of 
the state governments and the Food 
Corporation of India The banking sys¬ 
tem was in a position to lake up this 
activity mainly due to the refinancing 
support available from Ihc Reserve 
Bank of India, he added. There was 
also an unprecedented demand for 
credit from sugar industry because pro¬ 
duction in this industry reached record 
level for two sua^essive years but the otf- 
lake of sugar was slow and the banks 
were obliged to provide finance against 
large slocks. It was in this context that 
Mr Talwar wanted the recent monetary 
restraints, particularly the stringent 
net liquidity requirements designed to 
discourage the commercial banks bor¬ 
rowings from Reserve Bank oi India, 
to be reviewed. 

Regarding interest rates on deposits, 
Mr Talwar stated that in this country 
deposits could not be considered very 
interest elastic, still with a rise in lend¬ 
ing rates, proportionate benefits should 
be passed on to the bank depositers. 
Some financial institutions such as 
Life Insurance Corporation and Unit 
Trust of India on the other hand operate 
in the intcr-bank call money market 
and command a high return, as high as 
11 to 12 per cent, on its day-to-day lend¬ 
ing, When these financial intitirtions 
were permitted to operate in the inter¬ 
bank call money market, even though 
they were not banks, their entry was 
justified on the ground that this would 
improve the liquidity of the banking 
system, he added. The position was 
more or less the same in the case of the 
co-operative hanks, he pointed. out 
Some of these banks, taking advanta^ 
of their exemptioi\ from the deposit 
rate directives of the Reserve Bank of 
India succeeded in extracting a stiff price 
from the banking system for their de¬ 
posits. He therefore urged that hot only 


on considerations of fairness but also 
of widerissucs of investment, individuals 
and institutions should be put on an 
equal fooling in the matter of return 
on surplus funds. 

Mr Talwar stated that the pace of 
branch expansion programme of com¬ 
mercial banks has been very fast in the 
recent past. Severe strains had, there¬ 
fore, developed on the organisational 
and traineds^man-power resources of the 
banking system as a whole. He stressed 
the fact that measures would have to be 
taken to consolidate the gains in respect 
of advances to the priority sectors as 
well as opening of new branched. He 
suggested that the pace of progress in 
these two spheres must be related to 
the growth in qualitative and quantita¬ 
tive terms of the organisational infra¬ 
structure and vice versa. For this pur¬ 
pose, it would be necessary for the com¬ 
mercial banks to realign their organisa¬ 
tional patterns so that they might re¬ 
gain their poise and proceed with re¬ 
newed confidence and vigour. 

INDIAN ALUMINIUM 

The working of Indian Aluminium 
Co Ltd was fairly good during 1970, ex¬ 
cept at Hirakud where production sufle- 
red due to a three-month strike. Smel¬ 
ter production amounted to 61,665 
tonnes, some 48 per cent over the 1969 
figure of 41,561 tonnes. This increase 
is accounted for by the additional out¬ 
put from the Bclgaum smelter where the 
year’s production of 27,210 tonnes 
compared with 1,128 tonnes in 1969. 
Production at the Hirakud Smelter at 
16,198 tonnes was, however substan¬ 
tially below the 1969 figure of 22,576 
tonnes. Operations at this smelter have 
been satisfactory since the strike ended 
on April 27,1970. The Alupuram smel¬ 
ter produced 18,257 tonnes, which was 
a record for this smelter. The Muri 
alumina plant operated at the rated 
capacity during the year and bauxite 
mining at Lohardaga kept pace with 
Muri’s requirements. At Bclgaum, 
hydrate production started in March, 
1970 and alumina calcination in August. 
Output from the alumina plant at Bcl¬ 
gaum is still relatively low but signifi¬ 
cant improvement is expected during 
the course of the next few months. At 
the sheet rolling mill at Bclur, the ex¬ 
trusion press at Alupuram and the foil 
Plant at Kalwa, record production levels 
were achieved during the year. Powder 
and paste production at Kalwa was 
slightly lower than in 1969 due 


to some weakness in the demand. With 
continued high demand, the Propcrzi 
mill at Alupuram achieved high levels 
of productivity and substantially in¬ 
creased production over 1969. 

I.NDIA TOBACCO 

India Tobacco Company Ltd conclud¬ 
ed an agreement recently with the 
Sudanese Tobacco Corporation for the 
export to the Sudan of manufactured cut 
tobacco, printed material to manufac¬ 
ture cigarette packets and tipping ma¬ 
terial for cigarettes. These Indian pro¬ 
ducts, which have never been exported 
out of India before, arc worth over 
rupees 50 lakhs in value. Deliveries 
are to be completed within one year. 
This is the second substantial export 
order obtained by ITC in recent months 
the first being one for the export of ci¬ 
garettes to Russia valued at approxi¬ 
mately one crore rupees. Supplies of 
these cigarettes have already commen¬ 
ced. A sister concern of India Tobacco, 
Indian Leaf Tobacco Development 
Company Ltd, was awarded the union 
government’s certificate of merit for 
outstanding export performance during 
the period 1966 to 1968 for having 
earned foreign exchange on exports of 
unmanufactured tobacco of a value of 
Rs 15 crores. 

HERDILLIA CHEMICALS 

Sales of Hcrdillia Chemicals Lid dur¬ 
ing the year 1970 increased from Rs 
550.29 lakhs to Rs 736.60 lakhs and 
othei income from Rs 3.09 lakhs to 
Rs 5.05 lakhs. The total income has 
thus gone up from Rs 553.38 lakhs to 
Rs 741.65 lakhs. The company has 
taken up its gross profit from Rs 73.16 
lakhs in 1969 to Rs 167.25 lakhs in 
1970. The profit after depreciation 
comes to Rs 62.94 lakhs against a loss 
of Rs 30.73 lakhs in the previous year. 
The profit has been adjusted against 
the previous losses with the result that 
loss carried forward for 1971 stands at 
Rs 106.02 lakhs. 

POLYSTEEL 

Polysteel(India)Ltd. proposes to issue 
capital of about Rs 30 lakhs for public 
subscription sometime next month. 
Initially registered as a private limited 
company under the name Concast Pri¬ 
vate Ltd the company has been recently 
converted into a public limited com¬ 
pany under its new name. The com¬ 
pany has an authorised capital of Rs 
one crore and an issued capital of Rs 
60 lakhs (Rs 55 lakhs in equity and Rs 
5 lakhs in preference shares). The di¬ 
rectors and their friends will subscribe 
to the equity capital of Rs 27.5 lakhs. 
The company proposes to set up a pro¬ 
ject of converting scrap into billets. 
The plant is being erected at Bhav- 
nagar (Gujarat). Land has been ac- 
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quircd. Orders for machineries haye been 

f placed. Trial production of the first arc 
urnacc is expected to commence by 
June 1971 and commercial production 
by July. The capacity of producing 
billets/ingots from scrap will be 50,000 
tonnes. Production is expected at 80 
per cent of this capacity, that is, 40,000 
tonnes. The estimated requirement of 
the proposed plant will be about 4,000 
tonnes per month of scrap, which will 
be readily available in Bhavnagar, At 
present, this port exports about 8,000 
tonnes of scrap per month. The capital 
cost of. the project is estimated at Rs 
1.04 crorcs. 

SOUTHERN TRAWUNG 
Southern Trawling Company Limited 
entered the capital market on April 7, 
1971 with an issue of 11,000 equity sha¬ 
res of Rs 100 each. The issue will close 
on April 16 or earlier at the discretion 
of the directors but not before April 
13, 1971. The company has authorised 
capital of Rs 40 lakhs and subscribed 
capital of Rs 9 lakhs. The entire present 
issue has been underwritten. The com¬ 
pany’s main object is to do fishing with 
the aid of medium sized mechanised 
boats of approved design. The com¬ 
pany’s factory will be established in 
Mangalore with the object of freezing 
shrimps and other marine products for 
export market. The first batch of boats 
is expected to be in waters by July, 
1971. The company has already com¬ 
menced its activities by arrangement 
with other factories and has already ex¬ 
ported frozen shrimps of considerable 
value to the United States. The factory 
is to be located at Hosabettu village in 
Mangalore, near the Panambur har¬ 
bour project. 

SURAT ELECTRICITY 
The Surat Electricity Company 
Limited has announced a ‘rights' issue 
of 30,000 equity shares of Rs 100 each 
at par. The shares will be ofi'ered to the 
existing shareholders in the proportion 
of three shares for every seven shares 
held. The proceeds of the issue will be 
utilised for financing part of the de¬ 
velopment for laying out power distri¬ 
bution facilities within the licensed area 
of supply of the company. The last date 
for submitting the application is April 
23. Looking to the growing demand 
for power the directors have estimated 
a atpital expenditure of Rs 188 lakhs 
for the current as well as the next two 
year. The company's internal finance 
accruals for these years are estimated at 
Rs 65.87 lakhs Icavinjg a shortfall of Rs 
122.13 lakhs. This is proposed to be 
met partly through the present issue of 
Rs 30 lakhs, a debenture issue of Rs 50 
lakhs and the balance of Rs 45.30 lakhs, 
after adjusting tne surplus balance of 
Rs 12.50 lakhs at the beginning of 
1970-71, to be met from borrowings. 


A sum of Rs 50 per share is payable with 
the application. The new shares will 
rank for dividend on the amount paid 
up from the date of allotment. 

SARANGPUR COTFON 

Saningpur Cotton Mfg. Co Ltd has 
recorded a gross profit of Rs 1.03 crore.s 
during 197Q as against Rs 88.83 lakhs 
in the previous year following an in¬ 
crease in the sales to Rs 8.85 crores 
from Rs 7.99 crores. The board of di¬ 
rectors of the company has, however, 
decided to maintain the dividend on 
equity shares at Rs 32 a share, subject 
to tax, for 1970. The allocations are: 
Rs 42.98 lakhs for depreciation. Rs 
seven lakhs for development rebate re¬ 
serve, Rs 99,381 for previous year’s taxa¬ 
tion and Rs 30 lakhs for taxtion. The 
net profit amounts to Rs 22.80 lakhs, out 
of which the company has transferred 
a sum of Rs 20.35 lakhs to the general 
reserves. The dividend on ordinary 
shares, absorbing Rs 17.Of lakhs, will 
be paid out of the general reserve. 

NEW INDIA INDUSTRIES 

New India Industries Ltd has re¬ 
corded a gross profit of Rs 86.33 lakhs 
for 1970. Sales during the year increased 
to Rs 4.29 crores from Rs 4 crores last 
year. The directors have proposed to 
maintain an equity dividend of 15 per 
cent for the year. After providing 
Rs 12.11 lakhs for depreciation,Rs 43.25 
lakhs for taxation and Rs 1.24 lakhs 
for development rebate reserve, the 
company’s net profit amounts to Rs 
30.87 lakhs. The entire net profit has 
been transferred to the general reserve 
out of which the proposed dividends 
amounting to Rs 15.95 lakhs is to be 
paid. The company has plans to ex¬ 
pand the capacity of its photographic 
paper unit from 1.8 million square 
metres to 2.2 million square metres a 
year. It also proposes to step up the 
production capacity of its camera unit, 
it has already entered into an agreement 
with Afga-Gevaert, AG, West Ger¬ 
many. its collaborators, for a foreign 
exchange loan of Rs 30.30 lakhs to raise 
a portion of the finance needed for ex¬ 
pansion. 

NATIONAL ORGANIC 

National Organic Chemical Indust¬ 
ries Limited has recorded an increase in 
its sales during 1970 at Rs 23.52 crores 
as against Rs 15.95 crores last year. 
After providing Rs 3.33 crores for dc- 
preciaton, the net profit comes to Rs 
1,91 crorcs. After adjusting the net pro¬ 
fit against the accumulated loss there 
is a net Jos.s of Rs 2^81 crores which is 
being carried forward. No provision 
has been made for taxation. The com¬ 
pany is entitled to development rebate 
reserve but in view of the carry-forward 
Joss no provision has been made for it 
:his year. The company has made sub- 
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slantial progress during the year. How¬ 
ever manufacturing costs have gone up 
due to increases in the prices of naphtha 
and drums and a higher duty on fuel. 

BOMBAY SUBURBAN ELECTRIC 

Bombay Suburban Electric Supply 
Limited entered the capital market 
with an issue of 100,000 (8 per cent sub¬ 
ject to tax) “E” class debentures of 
Rs 100 each at par for cash payable in 
full on application on April 2, 1971. 
The issue was proposed to be closed on 
April 26, 1971 or earlier at the discre¬ 
tion of the directors but not before 
April 7, 1971. The entire issue has been 
underwritten by Life Insurance Corpo¬ 
ration (Rs 25 lakhs), Unit Trust of 
India (Rs 25 lakhs), Champaklal Devi- 
das (Rs 15 lakhs), the Andhra Bank 
Limited (Rs 10 lakhs), the Vijaya Bank 
Limited (Rs 10 lakhs), the bank of 
Karad Ltd (Rs 10 lakhs), D.S. Pur- 
bhoodas and Company (Rs 5 lakhs). 
The company has an authorised capi¬ 
tal of Rs live crores and issued subs¬ 
cribed and paid up capital of over 
Rs 3.71 crores. 

The company is engaged in the distri¬ 
bution of electricity to consumeis with¬ 
in its licensed area of supply which 
comprises portions of the island of 
Salsettc in the South Taluka of 
Bombay suburban district and north 
Salesette taluka of Thana district. 
The Electricity distributed to con¬ 
sumers is purchased in bulk from 
the Tata Hydro Electric System. Bulk 
supply is received at several points 
within the licensed area, and dis¬ 
tributed to consumers through a 
net-work of distribution mains and 
sub-stations. The company does not 
intend to acquire any new business out 
of the proceeds of the .issue but will 
utilise the same for financing capital 
expenditure on development of power 
distribution facilities within the licens¬ 
ed area of supply of the company. 

The directors of the company have 
decided to issue 51,446 equity shares of 
Rs 100 each (Rs 51.45 lakhs) as rights 
shares to the existing shareholders in 
the ratio one new share for every six, 
shares held by them on March 31,1971. 
The new shares will rank for dividend 
with the exi.sting shares on the amounts 
paid up as from the date of allotment. 

ATUL PRODUCTS 

Atul Products Ltd. is awaiting the 
government’s sanction for the manu¬ 
facture of nylon filament yarns and also 
for the extension of intermediates plant. 
The company proposes to issue deben¬ 
tures worth Rs 2 crores in the current 
year. By way of dividends the company 
has received a sum of Rs .50.30 lakhs 
from its investments. The company^S 
exports have gone up from Rs 16.44 
lakhs to Rs 51.86 lakhs. 
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Reviewed by ACADEMICUS 


Africa is a vast and endless continent 
made up of a number of countries large 
and smdi. Economic exploration of 
Africa is going on for some time. The 
reviews of the two previous volumes 
have appcrafed some time back in these 
columns. 

Surveys of African Economies— 
Volume 3: is an excellent and authori¬ 
tative volume which surveys the econo¬ 
mics of Dahomey, Ivory Coast, Mau¬ 
ritania, Niger, Senegal, Togo and Upper 
Volta. These countries are in the 
westernmost bulge of the continent of 
Africa and together constitute about 
3.3 million square kilometres. While 
Upper Volta and Niger arc landlocked, 
others border the Atlantic Ocean. In 
1969. the total population of these seven 
west African countries was estimated at 
23 million, ranging from about one 
million in Mauritania to about 5 3 
million in Upper Volta. 

All these countries (except Togo) were 
part of the French West African Fede¬ 
ration before their independence in 
1959-60. Togo was United Nations Trust 
Territory under French adminisiraton. 
After independence these countries 
have inaintaincd special economic and 
financial relations with France and 
have continued their association with 
the European Economic Communi¬ 
ty. Whai is more significant, eco¬ 
nomic co-operation among the seven 
states has developed considerably, es¬ 
pecially on an institutional basis. Thus 
at the present all the seven countries 
are members of the W'est African 
Monetary Union, share a common cent¬ 
ral bank which issues a common cur¬ 
rency (the CFA franc) and have joint 
participation in regional groups such 
as the West African Customs Union. 

Of the seven countries, ' Ivory Coast 


and Senegal arc economically the most 
advanced in the region and have the 
highest level of urbanisation. In Sene¬ 
gal 27 per cent of the population lives 
in towns of more than 10,()00 and in 
Ivory Coast 19 per cent, compared to 
an average of about 10 per cent for the 
area as a whole. 

Although the economics of the seven 
countries are linked by a number of 
common institutional arrangements, 
road to progress towards further econo¬ 
mic integration is hampered by inade¬ 
quate transportation throughout the 
area. The present network of railways 
and roads extends from the hinterland 
to the coast, the transport system origi¬ 
nally being designed primarily to serve 
overseas trade. This means that the 
present system of land communications 
hardly allows interstate trafiSc and doe.s 
not serve the purpose of increasing 
intra-union trade or even, because of 
the lack of secondary and feeder 
roads, to expand domestic trade with¬ 
in each country. 

The economies of these seven count¬ 
ries which arc mainly agricultural, are 
largely dependent on the production 
of one or two cash crops for export. 
The share of agriculture, forestry and 
fishing in gross domestic product 
ranges from 30 per cent in IvoryCoast 
to about 60 per cent in Niger. Manu¬ 
facturing in the region is estimated to 
account for only six per cent of overall 
production. Major commodities pro¬ 
duced for export arc coffee and cocoa 
nainly in Ivory (Coast and Togo), palm 
products (Dahomey), bananas (Ivory 
Coast) and cotton and groundnut 
products (in almost all). Since 1960, 
there has been an upward trend 
in both production and exports 
of these commodities. Their relative 
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share in total export, however, has 
declined as a result of a rise in the 
export of timber products from Ivory 
Coast and minerals from Senegal, Togo 
and Mauritania. The most important 
minerals produced in this area are iron 
ore, phosphates and manganese. Des¬ 
pite the ri^e in exports of agriculture 
and forestry products, they still account 
for the largest share of exports from 
these countries. 

These countries have been making 
attempts to diversify and broaden the 
base of their economies within the 
framework of development plans. They 
have emphasised two goals in their 
development plans: (1) increased pro¬ 
duction of agricultural production for 
the domestic consumption and export, 
and (2) development of the secondary 
sectors (industry, mining, energy and 
construction). Planned investment in 
these and related areas have been subs¬ 
tantial and largely concentrated in the 
public sector which is generally res- 
posiblc for undertaking infrastructure 
projects and for the development of the 
traditional agricultural sector. Private 
sector investments have come to be de¬ 
voted primarily to mining, manufactur¬ 
ing and processing industries. 

Foreign Aid 

For financing public sector industries 
these countries have so far relied pri-' 
marily on foreign aid and the mobili¬ 
sation of domestic savings through an 
improvement in the fiscal performance 
of central governments and in the opera¬ 
tions of public enterprises and financial 
institutions. The impact of planning 
on economic activities of these seven 
countries has vatied from country to 
country, as they embarked on planning 
at different levels of economic develop¬ 
ment. Ivory Coast has made the greatest 
progress, while Senegal has achieved 
little improvement in its economy. 
Development expenditure and increas¬ 
ing outlays for current operations have 
resulted in persistent budgetary deficits 
in these countries, the degree of financial 
strains varying from country to country. 

Prospects for continued economic 
progress in these countries appear to 
be bright. The indications are that with 
the resolution of certain structural and 
financial problems, the future holds 
promise for them all. The natural re¬ 
sources together with an intensification 
of regional economic co-operation 
which has already begun will go a long 
way towards facilitating economic de¬ 
velopment of this western region of 
Africa. 

This volume contains authorila^ 
tive material of seven countries of 
western Africa collected by the IMF 
with the help of the Central Bank and 
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various national authorities. The infor¬ 
mation covers all aspects of the 
economies of these countries and is well 
classihed and analysed, ft giyes a 
comprehensive picture to the readers of 
the great ferment through which this 
academically much neglected continent 
is passing through at present. 

RURAL CREDIT 

In a sense India was the first country 
in this part of the world to experiment 
with rural co-operatives. This book is 
a historial and documented study of 
efforts to institute a ‘development pro¬ 
gramme’ in the western part of India, 
before such attempts were made in 
other parm. Many of the approaches 
to co-operation now taken for granted 
were painfully worked out in India. 
Rural Credit In Western India (1875— 

1930) is concerned with the development 
of co-operative movement in Gujarat, 
Maharashtra and Bombay Karnatak 
which were diverse regions of the for¬ 
mer Bombay Presidency.* 

The book opens with a fascinating 
and analytical account of the Deccan 
ryots which in a sense was the origin 
of the co-operative movement in western 
India. The author examines ‘some false 
starts’ between 1904 and 1911 in res¬ 
pect of the co-operative movement 
which in a sense was foisted on unwill¬ 
ing people by officials who lacked public 
co-operation. The author tells us inte¬ 
resting things about the registrars, many 
of whom had their whims and caprices, 
of the peak period that was reached 
between 1920 and 1923 and of the set¬ 
back during the years of great deprc.s- 
sion and after. The co-operative niovo- 
mcnl went through all these troubles 
and turmoil so that when in 1946 Vaikun- 
thlal Mehta became the finance minister 
in the Congress government of Bombay, 
it was found that many of the lessons 
of the first 30 years of the Bombay co¬ 
operative movement's history had been 
learnt reasonably well. I'he co-opera- 
tive movement moved ahead, at any 
rate statistically, in the successor states 
of Gujarat and especially Maharas¬ 
htra. 

Reviewing the past the autlK>r luts 
drawn a few teniative conclusions, lie 
is of the opinion that the analysis of 
the Deccan ec^.'iiomy presented by the 
Deccan Ryots Comir'ission in the mid- 
1970s needs to be subjected lo further 
close examination. The author is of 
the opinion that it is difficult to ex- 
'plain them (Deccan ryots) primarily in 
economic terms. No reliable statistics 
were gathered on the subject of land 
transfer from agriculturists to non- 
agriculturist money-lending group. 
Yet it was on such assumption of large- 
scale tiansfer of this nature taking place 
in Bombay Presidency and elsewhere 


that the co-op^ative movement was 
founded in India, As a fact accord¬ 
ing to the author “The Co-operative 
Act of 1904 was imposed upon the un¬ 
willing Government of Bombay by a 
‘Punjabi' dominated Government of 
India.” 

A fiill and critical survey of the eco¬ 
nomic effects of the co-operative move¬ 
ment in Bombay Presidency was never 
undertaken whole-heartedly. Even in 
the 20th century available statistical 
data must be treated cautiously. Thus, 
the Banking Enquiry Committee esti¬ 
mated that in 1930 about 10.7 per cent 
of the rural population of the Presi¬ 
dency came “within the fold of co¬ 
operative movement.” But the report 
makes no attempt to estimate the ex¬ 
tent to which the credit needs even of 
these 10 per cent were met by the co¬ 
operative movement. By 1930 the Go¬ 
vernment of Bombay was both more 
aware of the nature of rural ills than 
they had been before World War I 
and less able to cope with them. This 
only means that the co-operative move¬ 
ment then did not appear to provide 
any very decisive challenge in Bombay 
to the money-lender of either the ‘pro- 
tessional’ or the ‘agriculturisr variety. 
And the same would appear to hold 
good for the rest of India. Even the 
Rural Credit Survey of 1951-52 found 
that only 3.2 per cent of India’s culti¬ 
vating families used co-operatives for 
any of their borrowings: only 3.1 per 
cent of ^the total borrowings of India’s 
cultivating families came from co¬ 
operatives,while 58.6 per cent of the 
cultivating families had to borrow from 
some other sources, mostly from nionev- 
Icnders. 

Unequal Competition 

One obvious reason for this state 
of djfTairs is that co-operative so¬ 
cieties often simply could not com¬ 
pete with money-lenders. This means 
the co-operative societies did not pro¬ 
vide an alternative to dealings with 
money-lenders, but provided only an 
addition to them. Before 1930, as at 
present, the beneficiaries of the movc- 
ment ill rural Maharashtra were the 
‘rich peasants'. Another feature of the 
co-operative movement during period 
under review was the perpetual contro¬ 
versy between officials and non-officials 
and within these two groups over the 
principles especially that concerning 
‘democratic' control. Co-operation was 
given to people not because they asked 
for it, but some of the guardians thought 
it would do them good! It must however 
be admitted that the non-official side 
was emphasised in Bombay Presidency 
to a greater extent than in any other 
province. 

And yet with all this, by 1930 many 
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of the foundations of the' cooperative 
movement in western India were laid 
which led apparently to consider¬ 
able development of the co-operative 
movement in subsequent deoacl^. It 
must be noted that long before the Rural 
Credit Survey of early 1950s, it had been 
discovered in Bombay that credit will 
have to be integrated with marketing, 
loans will have to be linked to crops, 
that money-lenders must not be viewed 
in isolation, co-operative farming might 
be profitable and co-operation in India 
will have to be backed by state parti¬ 
cipation and will have to seek support 
from the ‘middle peasantry’, All these 
lessons appear of great relevance even 
today. 

India with its rich past provides a 
very fertile field for economic historians 
and it is a sad fact that very little has 
been done in this field so far by Indian 
academicians. Historical studies will 
show us our roots and hold forth lessons 
for the future. The state of affairs in 
respect of economic history, both at all- 
India level and at the regional level is 
pathetic. I.J. Catanach has undertaken 
this pioneering work and has shown 
the way to others in the field of histori¬ 
cal writing which can be as absorbing 
as writings on current problems. 

WEALTH TAX 

Wealth tax was introduced in India 
in 1957 and has recently been made al¬ 
most penal in its scope. 

Wealth Tax In India—Its Burden and 
Impact by Dr M.H. Gopal deals only 
with two facets of wealth tax in 
India, namely, its burden and its im¬ 
pact on capital formation. While going 
through the book the reader must take 
note of the fact that this study was com¬ 
pleted before the new provisions of 
wealth tax were passed on to the statute 
book through the Finance Act of 1970 
which has enhanced the rates of ordi¬ 
nary wealth tax on an individual’s 
wealth from 0.5 to one per cent at the 
lowest slab of one lakh rupees to Rs 5 
lakhs and from three to five per cent 
in the highest slab of over Rs 20 lakhs. 
This means that these new features 
only intensify the incidence of the tax 
as appraised by the author. 

As regards the burden of wealth 
tax, some of the important findings of 
the author are as follows: (1) While 
there is a close relationship between the 
general economic conditions and the 
volume of wealth held, wealth tax 
changes, by and large, do not appear to 
have influenced this relationship. (2) 
While the first three groups (i.e. Rs 2 
to 3 lakhs, Rs 3 to 5 lakhs and Rs 5 to 
lO lakhs) are affected in varying degrees 
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1^ the tax changes, those holding Rs 
20 to Rs ^ lakhs appear to lack the 
oisUonability to face enc<Miomic 
r:hanges. The growth in the number of 
top categories (i.e. Rs SO lakhs and 
. alMve) was relatively slow. (3) The fluc¬ 
tuations in the assessed numbers and 
assessed wealth arenoticeable in all the 
years, though in some they are very 
marked. Compared to the ‘upper 
middle’ group (i.e. Rs 5 lakhs to Rs 
20 lakhs), fluctuations in wealth hold¬ 
ings of the rich category (Rs 20 lakhs 
to Rs SO lakhs) are less frequent and 
of lesser magnitude. The top wealth 
group (i.e. Rs 50 lakhs and above) 
has the smallest aggregate volume of 
assessed wealth and the fluctuations in 
it are more marked. (4) The aggregate 
wealth tax charge has doubled during 
the course of the decade, although there 
was a fall in the number of assessees 
which means there is no correlation bet¬ 
ween the number of assessees and the 
total tax. (5) Partly because of varia¬ 
tions in the volume of assessed wealth, 
but largely because of changing tax 
rates, more violent fluctuations are noti¬ 
ceable in the tax per asscssec. (6) Three 
types of changes in the tax rate are 
noticed: in the exemption limit, in 
rate of the tax and the slab structure. 
(,7) The tax changes have resulted in ha¬ 
phazard discrimination in the increase 
in the tax burden. There has been a 
muddling through with the wealth tax 
because of the absence of a planned 
tax policy. 

Impact of Tax 

As regards the impact of wealth 
tax on capital formation in India, the 
author’s finding is that gross capital 
formation increased from an index of 
100 (1950-51) to 182 in 1955-56 and 238 
in 1956-57 and from 242 in 1958-59 to 
458 in 1964-65. In other words, in both 
the periods, before and after the im¬ 
position of wealth tax, there was al¬ 
most a similar rate of increase and 
volume was more in the latter. The 
years after 'the imposition of wealth 
tax were thus no different from the ear¬ 
lier years. When the net capital for¬ 
mation is considered, the trend is 
identical. 

On author’s own admission, there 
are many other influences on capital 
formation such as extension of banking 
facilities and such investment agencies 
as the Unit Trust facilitating freer 
flow of funds from consumption to sa¬ 
ving and investment, apart from psy¬ 
chological factors working on the minds 
of the savers, and therefore it is difficult 
to assess the effect of only one tax such 
as wealth tax on capital formation. 
This part of the book therefore contains 
the most unsatisfactory analysis. The 
topic is much too complex to be dealt 


in the haphazard manner in which it 
has been dealt. 

Dr Gopal has made some specific 
recommendations regarding wealth 
tax. He feels that the combined burden 
of the personal income tax and wealth 
tax should in near future not exceed in 
any case 80 per cent of the total asses¬ 
sable income, though immediately in 
the prevailing Indian condition the limit 
may be 90 per cent. He feels that the 
ti)tal abolition of wealth tax is econo¬ 
mically the best way out. If however 
wealth tax must be retained because of 
non* economic reasons, the author is of 
the opinion that the exemption limit be 
raised to Rs 2 lakhs (as in early years 
of the tax), the maximum rate be redu¬ 
ced to two per cent on the top slab, and 
there be restructuring of the wealth 
slab (Rs 2 td 4 lakhs, Rs 4 to Rs 8 lakhs, 
Rs 8 to 15 lakhs and over Rs 15 lakhs 
with tax rates of i, 1, 1 i and 2 per 
cent). The author has suggested the 
consequent changes in income tax as 
operative.on top assessees. He has pro¬ 
posed that the top effective rate be re¬ 
duced to 62 per cent, that the rate be 
applied to total income assessed and re« 
place the slab system to old block sys¬ 
tem. Dr Gopal has rightly insisted that 
there should be thorough inquiry, on 
the 1966 Canadian model, into the In¬ 
dian tax system, particularly into in¬ 
come tax and wealth tax. 

When taxation of all kinds is being 
resorted to for varied reasons many of 
them not warranted either by the needs 
ofplannii^ or by canons of social jus¬ 
tice, detailed studies of individual taxes 
have become absolutely necessary to 
know their incidence and effects on 
various aspects of the national economy. 
From that point of view, with all the 
inadequacies of the book. Dr Gopal’s 
publication is extremely welcome. 

REGIONAL PLANNING 

One of the basic objectives of planned 
social and economic development in 
India has been balanced regional de¬ 
velopment. Uttar Pradesh has not only 
progressed as far as the other states 
in India, but even in UP pockets of pros¬ 
perity co-exist with poverty and areas 
of high population density co-exist 
with areas of extremely sparse po¬ 
pulation, which shows that develop¬ 
ment and functional specialisation have 
not gone together. 

The purpose of Agricultural Develop¬ 
ment and Population Growth is to make 
a thorough and detailed study of all the 
relevant factors, such as physical and 
climatic conditions, the nature of land, 
irrigation facilities and potential, the 
cropping pattern and agricultural prac¬ 
tices as well as the reasons why they 
have come to be what they arc, composi¬ 


tion of population, the occupational 
pattern etc on the basis of which re¬ 
gional plans and programmes should be 
devised which if executed will bring 
about not only balanced regional de¬ 
velopment but also acceleration of the 
growth of the economy of the state of 
UP as a whole. The author’s approach 
is that the unit of planning should not 
be the state but different regions in a 
state, if the objective of regional deve¬ 
lopment is to be realised. There should 
be no quarrel with this approach. 

With this end in view the author has 
presented a detailed picture regarding 
geographical conditions, agricultural 
land use and cropping pattern and de¬ 
mographic economic condition of the 
live regions, namely Himalayan region, 
western region, Ihe central region, 
Bundelkhand region and the eastern 
region into which UP has been divided 
for regional planning. 

A General Analysis 

For regional planning detailed data 
regarding demographic features, in¬ 
dustrial potential, land utilisation and 
cropping pattern, irrigation potential, 
output per acre, data on infrastructure 
and regional food budget etc. etc. will 
have to be collected and kept up-to-date 
on a continual basis. The author has 
not gone any further beyond stating 
this nor having presented regionwise 
data, has he presented any concerctc 
proposals for regional planning. The 
whole analysis is in very general terms 
and it goes no further beyond emphasis¬ 
ing the regional approach. 

Agreed that macro and micro-plan¬ 
ning should be combined in a national 
plan, the latter planning presents a 
number of problems which need care¬ 
ful tackling. What should be the unit 
of micro-planning? For example, no 
two villages are identical nor possess 
identical factor combination. But if 
micro-planning is based on such a 
small unit, all internal and external ad¬ 
vantages as also advantages of speciali¬ 
sation will vanish. Also taking ad¬ 
ministrative unit such as a district as 
unit for micro-planning is in fact arbi- 
tary and the same economic logic 
applies to states some of which are 
drawn along purely linguistic lines while 
some others are mere historical acci¬ 
dents. This means that regional plann¬ 
ing to be meaningful will have to be 
based on geographically homogenous 
units specially drawn for the purpose. 
This will require inter-state co-opera¬ 
tion. The author has looked at regional 
planning in the given set-up and while 
it has its uses, it has also severe 
limitations. 

What we get in Prof. Tiwari’s book is 
a faint echo of what has been brilliant- 
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ly put forward by Guy Hunter in his 
Modernizinf^ Peasant Societies^ which 
was reviewed in these coliHnns some 
time back. 

ECONOMICS OF DEVELOPMENT 

People in most of the backward count¬ 
ries have become development-consci¬ 
ous as never before. No other problem 
appears to absorb their energies to the 
same extent as economic development 
which in the minds of these people has 
come to he associated with man's 
strenuous struggle for survival in the 
20th century. Most of these countries 
have also adopted economic planning 
as the method of reaching their goals 
of economic development. In Econo- 
mics of Development & Planninpt the 
authors have made an attempt to 
present together some of the problems 
of economic development and prob¬ 
lems of economic planning. 

In the introductory chapter the au¬ 
thors have explained how economic 
development has attracted world-wide 
attention after World War JI and 
the attention of innumerable social 
scientists. Many models and directions 
advocated to solve the problem of 
poverty have cut at the very roots of 
conservative thinking on the subject 
After all economic doctrines reflect 
the conditions of the times in which 
they arc formulated and change in 
thinking and doctrines becomes the 
essential ingredient of development and 
survival in economics as in other fields. 
And yet economists must know their 
limitations as the problem of poverty of 
these backward countries is not just 
an economic problem but is also basi¬ 
cally a psychological, political and tech¬ 
nical problem. 

Having defined what is economic 
development, the authors have done 
well to warn us that if there are gains of 
economic development, there are also 
costs to be paid for. This is often 
forgotten by rao^t with the result that 
when it comes to paying the costs 
of development, disillusionment is often 
the result. Tiiere is the usual analysis 
of the characteristics of backward count¬ 
ries, the causes of their economic back¬ 
wardness and the general requirements 
of economic development such as psy¬ 
chological desire for development, poli¬ 
tical and cultural requirements, capital 
formation and above all enlightened 
leadership. The chapter on ‘Demonst¬ 
ration Effect' is excellent and contains 
some new points. The authors have 
shown how Demonstration Effect (which 
has adverse effect on saving and there¬ 
fore on inveftmenl) is likely to have 
limited effect in countries like India, 
due to factors such as extremely low 
per capita income, illiteracy, lack of 
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communication and influence of tradi¬ 
tions and customs. And yet some effec¬ 
tive steps will have to be taken by taxa¬ 
tion and other measures to see that not 
all additional income is spent on con¬ 
sumption. 

Then there is analysis of the usual 
topics of alternative techniques of 
growth (balanced versus unbalanced 
growth), investment criteria, role of the 
government and population barrier. 

The authors have dealt with the prob¬ 
lems of planning in an equally clear and 
lucid way. Starling with the meaning, 
definition, objective and prerequisites 
of economic planning, they have given 
a brief history of planning in India, 
it i.s instructive to look at these acade¬ 
mic attempts at planning in retrospect. 
Thus the Bombay Plan aimed at doubl¬ 
ing the per capita income within a period 
of 15 years by investing Rs 10,000 crorcs 
at current prices. The general price 
level having gone up by five to six times 
since then, that would mean an invest¬ 
ment of Rs 50,000 to 60,000 crores 
which was more ambitious than what 
actually has been done so far, including 
investment in the fourth Plan. The au¬ 
thors have analysed the objective, the 
techniques, the investment pattern and 
achievements of the three five-year Plans 
in India and have given the outline of the 
fourth Plan. 

All told, the authors have succeeded 
beyond measure in putting together 
the essence of the economics of develop¬ 
ment and planning with great amount 
of clarity and in expressive language. 
There may be little that is new; but what 
is told is done effectively and for be¬ 
ginners it would be extremely useful. 

The book should prove of immense 
help to undergraduate students of In¬ 
dian universities and to the general 
readers. It will certainly stimulate the in¬ 
terest of Students in the more advanced 
study of the problems of development 
and planning. 

MACROECONOMICS 

As Dr Gupta has mentioned in the 
preface. Macroeconomics is designed 
primarily to provide a comprehensive 
tcxtbqok for post-graduate students of 
Indian universities. In fact there is no 
dearth of material on macroeconomics 
at present; but the material is scattered 
in the number of costly foreign books 
which are generally beyond the reach of 
average student or in journals of highly 
technical nature which arc beyond the 
comprehension of average students. The 
author’s objective therefore is limited 
and that is to slate the generally accep¬ 
ted principles of macroeconomics in a 
comprehensive, lucid and intelligible 


manner. It may be at once admitted that 
the author has eminently succeeded in 
achieving that limited objective. 

The author starts by distinguishing 
between macroeconomics and micro¬ 
economics, terms which were coined 
for the first time in 1933 by Prof. Rag- 
nar Frisch of Oslo* University. While 
emphasising the importance of macro¬ 
economics for understanding the func¬ 
tioning of an economy and proper for¬ 
mulation of economic policies, the 
author has also drawn attention to the 
limitations of purely macro-apprc^ch 
which tries to understand the function¬ 
ing of an economy only in terms of 
some vital variables among the various 
tangible and intangible factors that in¬ 
fluence it. 

This is followed by analysis of the 
concepts such as national income and 
its various categories. The under¬ 
standing of these concepts is basic to 
the understanding of macroeconomic 
analysis. The author then discusses the 
classical theory of employment based 
on competition and flexible wage rates, 
according to which there will always 
be stabilisation of the economy at the 
level of full employment. 

From chapters 4 to 10 the author has 
analysed fairly exhaustively the Keyne- 
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Sian theory with all its constituents such 
as the principle of effective dem^nd^ 
consumption function, investment, 
multiplier and accelerator and the rate 
of interest. In the light of experience in 
the application of the Keynesian theory, 
the author has done well to point out 
some of the limitations of the various 
concepts and their operation in India. 

From chapter 11 onwards the author 
takes up the problem of unemployment 
in underdeveloped countries. Basic 
to the understanding of the subsequent 
analysis is the understanding of the na¬ 
ture of unemployment in these countries 
and the various underlying reasons for 
the continual state of underemployment 
equilibrium. This is followed by the 
analysis of various measures to be adop¬ 
ted for solving the problem, such as 
monetary and fiscal measures. The book 
ends with the presentation of certain 
growth models such as those of Harrod- 
Domar, Joan Robinson, Meade and 
Mahalanobis which are familiar to the 
advanced students of the subject. 

Economic development of the back¬ 
ward countries which have been stag¬ 
nating for thousands of years is such a 
complex process that one begins to 
realise the limitations of the Keynesian 
and post-Kcynesian theories (not dealt 
with in the book) to successfully deal 
with this multi-dimensional problem. 
Psychology, culture, history, geography 
and religion have all such preponderat¬ 
ing influence on the Jives and socio¬ 
economic institutions of these countries 
that any attempt to tackle the econo¬ 
mic problems of these countries in terms 
of some important economic variables 
such as saving, investment and rate 
of interest etc. appear doomed to fai¬ 
lure. There is possibly better under¬ 
standing of this at present than before 
and therefore less of abstract model¬ 
building in respect of these countries 
in recent years. 

Dr Gupta has avoided all such higher 
criticism and has only confined himself 
to the analysis of existing concepts and 
theories and their usual criticism. This 
it must be admitted the author has done 
with clarity and understanding. The 
student will get good grounding in the 
existing theory which is necessary be¬ 
fore he takes to higher studies in econo¬ 
mics. 
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Employment-Oriented Credit 


The Reservi- Bank of India has for¬ 
mulated a set of guidelines governing the 
special credit schemes of commercial 
hanks with particular reference to em¬ 
ployment potential. The guidelines have 
been prepared on the basis of the 
Thakkar Committee Report. 

In a letter to commercial banks for¬ 
warding the guidelines (the letter is 
appended), the Reserve Bank has 
emphasised that, as the credit schemes 
to help particular classes of borrowers 
are basically meant to function only as 
guidelines for the banks' staff, it is im¬ 
portant that they should be implemen¬ 
ted at the branch level with an adequate 
degree of flexibility. This calls both for 
appropriate delegation of authority to 
branch agents and at the same time 
adequate control over the exercise of 
such discretion by branch agents. The 
bank has also emphasised that the 
availability of guarantee cover under 
the Credit Guarantee Corporation’s 
scheme of comprehensive credit 
insurance, which has come into force 
on April I, I97J, should not mean any 
dilution of standards on the part of 
banks in appraising Joan proposals; 
nor should this mean that the assistance 
should be restricted to the classes of 
borrowers or to the extent of the amount 
for which guarantee facilities are avail¬ 
able under (he scheme. The assistance 
provided should be essentially need- 
based consistent with the economic 
viability of the proposition being iinan- 
ced. 

The letter stresses the need for banks 
to consider provision of integrated 
financial and management assistance 
taking into account the totality of the 
requirements of borrowers. Banks may 
have to evolve an appropriate strategy 
for providing comprehensive credit 


service. It has been suggested that the 
simplified model application forms for 
use by prospective small borrowers 
should be made available in all local 
languages and that the branch officials 
should render assistance wherever 
necessary in having the application 
forms filled up. 

The attention of banks has been drawn 
to the fact (hat, in the ultimate analysis, 
the source of funds for their credit opera¬ 
tions, of which financing the additional - 
requirements of the different categories 
of self-employed should be a part, is the 
deposits mobilised by them. It is only 
to the extent that their efforts towards 
deposit mobilisation succeed that 
banks would be able not only to meet the 
genuine requirements of the other sec¬ 
tors of the economy but also deploy 
a reasonable proportion of deposits to 
fianancc schemes intended for small 
enterprises and other self-employed. 

Broad Guidelines 

Commending the guidelines to the 
banks, the Reserve Bank has pointed 
out that these are but very broad guide¬ 
lines and has expressed the hope that, 
with the more detailed guidelines given 
in the report of the Thakkar Committee, 
it should be possible for banks to in¬ 
crease their involvement in financing 
the professional and self-employed 
categories and help employment genera¬ 
tion. 

In this connection, a review of the 
progress made by the public sector 
banks (State Bank of India, its subsi¬ 
diaries and the 14 nationalised banks) 
in extending credit to the small-scale 
industry and other neglected sectors of 
the economy will be useful. 

The total credit extended by the public 
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sector banks to smali-scaie indiustry, 
road transport operators, retail trade, 
small business, and profesional and 
self-employed persons, which stood at 
Rs 278 crores towards the close of 
June 1969— that is, prior to nationalisa¬ 
tion—increased to Rs 466 crores in June 
1970 and Rs 505 crores at the end of 
October 1970. The .total borrowaJ 
accounts rose from 104,973 in June 
1969 to 288,374 in June 1970 and 
324,102 in October 1970. 

Advances to the small-scale sector 
(small-scale industries and road trans¬ 
port operators) rose from Rs 258 crores 
in June 1969 to Rs 425 crores in October 
1970. The total borrowal accounts in 
this regard as on October 30, 1970 
stood at 146,999, as against 76,514 at 
the end of June 1969. The bulk of the 
advances was in respect of small indus¬ 
tries which accounted for a total credit 
ofRs 391 crores with 129,464 borrowal 
accounts in October 1970, as against 
Rs 251 crores with 73,987 borrowal 
accounts in June 1969. Advances to 
road transport operators went up from 
Rs 7 crores (2,527 accounts) in June 
1969 to Rs 34 crores (17,535 accounts) 
in October 1970. 

There has also been a notable rise in 
advances to retail trade, small business 
and professional and self-employed 
persons as can be seen from the tabic 
below. 

Text of the Letter 

In pursuance to a suggestion made 
by the union Finance Minister, Mr 
Y.B. Chavan, at a meeting of the chair¬ 
men/custodians of the public sector 
banks in July 1970, a committee was 
constituted by the Reserve Bank of 
India under the chairmanship of Mr 
V.D. Thakkar, to review the working of 
special credit schemes of commercial 
banks with particular reference to their 
employment potential. In the com¬ 
mittee’s view, there is considerable 
scope for rationalisation of the special 
credit schemes of banks in order to 


Borrowal accounts. Amount outstanding 

No. (Rs crores) 



October 

June 

June 

October 

June 

June 


1970 

1970 

1969 

1970 

1970 

1969 

Small-scale industries 

129,464 

121,057 

73,987 

391 

370 

251 

Road transport operators 

17,535 

12,690 

2,527 

34 

25 

7 

Retail trade & small business 

139,817 

125,748 

28,037 

72 

65 . 

19 

Professional and self-employed 

37,286 

28,879 

422 

8 

7 

0 33 

Total: 

324,102 

288*374 

104,973 

505 

466 

278 


Note: FigurCsS have been rounded off to the nearest final digits. 
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BUILDTT 

DRE^TMON 





Century sarees are the anawer 
to your little day dreama. 

So go ahead on a dream apin I 
Century aareea are a rage of 
prints and design together I 
Cool as the evening breeze. 
Ught as air. 

Century gives you aareea 
from 100% pure sottoni 

CENTURY 




CENTURY 

SPG. & MFC. CO., LTD. 

CENTURY BHAVAN, 

WORLI, B0MBAV.46 Oa 
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make them more eRective and pur- 
posehil^ We indkate below a 
set of board gutdeiine for your 
consideration. 

We have earlier circulated to you the 
details of the new credit guarantee 
scheme. At the outset^ we would like to 
emphasise that the availability of gua¬ 
rantee cover under the new scheme of 
comprehensive credit guar^tce which 
comes into force on April 1, 1971, 
should not mean any dilution of stan¬ 
dards on the part of banks in appraising 
loan proposals. Nor should this mean 
that assistance should be restricted to 
the classes of borrowers or to the extent 
of the amounts for which guarantee 
facilities are available under the scheme. 
The assistance that is provided should be 
essentially need-based, consistent with 
the economic viability of the proposi¬ 
tion being iinanced. 

Deposit Mobilisation 

Banks have been dispensing credit to 
diflerent categories of self-employed on 
an increasing scale in recent months and 
a stage has been reached when the 
portfolio of financial assistance to this 
sector requires to be handled on a 
continuing and organised basis. Banks 
should keep in mind the fact that, in the 
ultimate analysis, the source of funds for 
their credit operations of which finan¬ 
cing the additional requirements of 
the different categories of self-employed 
should be a part, is the depOsSits mobili¬ 
sed by them. Jt is only to the extent that 
their efforts towards deposit mobilisa¬ 
tion succeed that banks would be able, 
not only to meet the genuine require¬ 
ments of the other sectors of the eco¬ 
nomy, but also divert a reasonable 
proportion of deposits to finance 
schemes intended for small enterprises 
and other self-employed. 

Credit schemes to help particular 
classes of borrowers are basically meant 
to function only as guidelines for the 
banks* staff' and it is, therefore, impor¬ 
tant that they should be implemented 
at the branch level with adequate degree 
of flexibility as the key-note. This calls 
for appropriate delegation of authority 
to branch agents simultaneously with 
adequate control over tthe exercise of 
such discretion by the branch 
agentsS. 

We would like to draw your attention 
in particular to the simplified model ap¬ 
plication forms .suggested by the com¬ 
mittee for use by firospcctive small 
borrowers. In addition, a model 
application form for financial assitance 
to road transport operators, taxi-drivers 
etc. has been circulated. Information 
collected in these forms would also meet 
the requirements of data for pprposes 


of guarantee cover. These forms should 
be made available in all local languages 
and branch officials should render assis¬ 
tance, wherever necessary* in filling up 
the forms. 

Since the branch agents have a key 
role to play, a rapid training program¬ 
me will have to be organised urgently 
to provide the necessary orientation to 
the branch officials. The branch official, 
who has so far been accustomed to 
granting advances mainly on the basis 
of the tangible security the borrower 
can provide, has now to be speedily 
trained to assess credit proposals taking 
into account considerations, such as, 
viability of the project, the applicants’ 
skill, experience, integrity and the 
ability to organise an activity or a 
business. Periodical discussions should 
be arranged at the rcgional/district 
level to enable the officials to exchange 
relevant information about the im¬ 
plementation of the various credit 
schemes formulated for assisting the 
employed. The training institutions 
attached to banks will have to place 
special emphasis on the various aspects 
of financing this category of borrowers, 
particularly in regard to the need for 
extending personalised service to such 
constituents. 

Vast Requirements 

Since the requirements of the self- 
employed are so vast and complex, it 
should be the endeavour of banks cons¬ 
tantly to watch for new areas of sanction 
and formulate schemes tailored to meet 
the needs of the situation. For the 
purpose of framing effective schemes, 
it may be helpful for banks to draw upon 
the information available in the Lead 
Bank Survey reports. In fact, each bank 
should, while organising such surveys, 
particularly in the comparatively back¬ 
ward districts, lay special emi^iasis 
upon identifying areas for action. In 
this connccction, it may be noted that 
the Industrial Development Bank 
of India, which has recently con¬ 
ducted techno-economic surveys of 
some of the backward regions in the 
eastern areas, can make available to 
banks copies of these survey reports for 
their guidance. 

Mere introduction of credit schemes 
by banks is a necessary but not a suffici¬ 
ent condition for creating the total envi¬ 
ronment favourable for generating emp¬ 
loyment. The facilities offered by banks 
under the schemes may not add up to 
much if they are not accompanied by 
arrangements to enable the borrowers 
to obtain technical guidance, assistance 
in regard to securing land and shed, 
machinery, raw materials and advice 
on financial, accounting and taxa¬ 
tion, labour management, marketing 


and other aspects of business. Banks 
will, tberefore» have to consider as to 
how best integrated financial and mana¬ 
gement assistance could be arranged or 
organised, taking into account the totali¬ 
ty of the requirements of the borrowers. 
Such provision of comprehensive credit 
services would depend on local condi¬ 
tions and would, therefore, differ from 
area to area. Banks may have to evolve 
an appropriate strategy for this purpose 
and can function effectively in this re¬ 
gard if they act jointly rather than indi¬ 
vidually. The report of the com¬ 
mittee has suggested the setting up of 
multi-service agency for this purpose. 
Setting up of an institution of this type 
is one way of achieving the purpose 
and such agencies will be particularly 
helpful for relatively under-developed 
areas. 

Need-Based As.sjstaiice 

The credit schemes sJiould be ad¬ 
ministered in such a manner that the 
assistance provided is need-based. 
The financial assistance provided should 
be able to take care of the total re¬ 
quirements of the borrower and should 
include provision of assistance for meet¬ 
ing the legitimate expenses of renova¬ 
tion of plant and machinery, acquisition 
of essential spares and periodical re¬ 
pairs of a major nature, as in the case of 
transport operators. Assistance should, 
where justified, provide for acquiring 
testing equipment and for expenses in 
regard to other measures of product 
development such as advertising, 
contribution towards research activity, 
marketing surveys, etc. While enter¬ 
taining proposals of small entrepre¬ 
neurs, due weightage should be given 
to promoter’s technical qualifications 
and such other contribution to the 
business of a non-financial nature. In 
deserving cases, it should be possible 
for the banks to charge on a term loan 
a lower rale of interest in the initial 
stages, the rate being raised subsequen¬ 
tly, thereby maintaining a commercially 
viable average rate of interest on the 
loan for the entire period. However, 
care should be taken to ensure that the 
preferential terms of assistance given 
in the initial stages are not indefinitely 
continued and normal commercial 
basis of lending should be established 
at the earjicst. 

Preferential consideration may have to 
be shown in the case of persons com¬ 
mencing business/practice as well as 
in respect of those who leave well-es¬ 
tablished jobs to take up self-employ¬ 
ment. In such cases, there should be pro¬ 
vision for reasonable personal drawings 
during the initial stage.s, commensurate 
wifh the minimum requirements of the 
borrower for family maintenance. In 
deserving cases, such drawings may be 
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considered on a clean basis and at 
comi^atively lower rates of interest. 
Hie (fhiwings can be added to the origi- 
term loan after the stipulated initial 
juried and subjected to the saftne terms 
and conditions as applicable to the term 
loan. 

As far as possible, no self-employed/ 
small cnteiprise applicant should be 
denied credit merely for want of a third 
party guarantee, when the quality of the 
application is otherwise satisfactory. 

With a view to minimising the time 
taken for ascertaining the technical and 
other feasibilities of the proposals re¬ 
ceived for financial assistance, banks, 
particularly the bigger ones, should 
seek to appoint on their staff, at appro¬ 
priate centres, such technical and other 
experts as may be needed for appraisal. 
It ]$ also open to banks to avail of assis¬ 
tance of agencies providing technical 
and other consultancy services, as 
also' of the expert staff attached to the 
financial institutions, such as the 
Industrial Development Bank of India, 
state financial corporations, Small 
Industries Service Institute, etc. 

As indicated earlier, there is urgent 
need for banks to pay greater attention 
than hitherto to the needs of compara¬ 
tively backward areas and of smaller 
borrowers belonging to the weaker 
sections of society. While lending, spe- 
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cial consideratiou Should be shown to 
sudi borrowers ill respect of security 
requirements, margins, rates of interest, 
repayment schi^dule, etc. Banks should 
devote particular attention to setting 
up technical services and providing 
counselling arrangements either on their 
own or through other agencies provi¬ 
ding such assistance with a view to 
encouraging new entrepreneurs in back 
ward areas. 

Follow-Up Arrangement 

Adequate follow-up and supervisory 
arrangements should be organised to 
keep track of the end-use of funds lent 
to the small entrepreneurs and other 
self-employed categories of borrowers, 
and for effecting recovery of the advan¬ 
ces according to schedule. This will 
help achieve a measure of rotation of 
funds so that the scarce resources can 
be made to reach as large a number of 
people as possible. The borrower should 
be encouraged to maintain some basic 
minimum of accounts and should be 
persuaded to accept financial supervi¬ 
sion and discipline. In particular, the 
borrower units should be encouraged 
to build up equity by ploughing back 
a portion of the surplus generated in 
the business. • 

Instances have been noticed of finan¬ 
ciers making entry into the group of self- 
employed small entrepreneurs by offer- 
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ing financial help to such eutr^reneurs 
and becoming partners in tjbw enter¬ 
prise. So long as this participalion re¬ 
presents genuine promotional effort 
on the part of financiers, they are 
welcome. Where such participatton 
merely represents efforts to buy up such 
enterprise purely for the bendSt of the 
financiers, then they run counter to the 
social objective of* bringing about a 
wider diffusion of economic power. 
From this point of view, it may be desi¬ 
rable for the commercial banl^ to keep 
in touch with changes or modifications 
in the proprietorship/constitution of 
the small enterprise assisted by them. 

The committee has given a list of 
categories of telf-cmployed and has 
drawn attention to the fact that this 
list is by no means exhaustive but only 
illustrative. Banks should on their own 
initiative formulate special credit sche¬ 
mes for promoting the generation of 
employment, according to their innova¬ 
tive capacity and exercise a measure of 
healthy competition with other banks 
in this regard. 

These arc but very broad indications 
and we hope that with the more detailed 
guidelines given in the report of the 
committee, it should be possible for 
banks to increase their involvement in 
financing the professional and self-em¬ 
ployed categories and help employ¬ 
ment generation. 


KORES 

(INOUO UMTEO 
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It is thought 
processes, new ideas and 
experiments that help 
transform iron ore into 
different steels for 
different uses. 

High tensile steel for 
bridges, non-corrosive 
steel that welds, easily 
for ships, freight cars 
and trolley buses. 


Bullet-proof armour- 
plate and high speed 
steels for defence. 

Chrome-molybdenum 
steels for aircraft. 

Quality tool steel for 
saws and razor blades. 

And bars, specially 
tolled to American 
specifications that have 
been sent to the 
United States. 


For over thirty years 
now, Tata Steel’s 
Research and Develop¬ 
ment Laboratories have 
been poineering the 
development of special 
steels in India. 
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a drastie reduetioii in fines! 


Aif'lndia offers heavy reductions under our 
Affinity Group Travel Scheme. For many sectors, 
the reduction amounts to over Rs. 2000/-. 

What is an affinity group? 

It is an association that has been in existence 
for 6 months prior to travel with a common 
objective or activity other than trovel. In case of 
travel to the Americas the association must be 
of at least two years standing. 

Examples: Educational institutions like schools 
or colleges of Arts, Music. Science, Engineering, 
Medicine, Catering; professional groups like 
associations of lawyers, physicians, surgeons, 
pathologists, teachers, artists; clubs like Lions 


and the Rotary Club, sports associations, gym¬ 
khanas, choirs, dramatic and musical groups etc. 

Minimum requirements: 

If you are a member of any of the above affinity 
groups for a minimum period of 6 months prior 
to travel you may be entitled to the reduction. 
You have to travel together throughout your 
journey and your group should not be smaller 
than 15 persons. 

Besides the large reduction under our Affinity 
Group Scheme, Air-India gives you that extra 
something, if you haven't been abroad in the 
past 3 years. 

^Subject lo appiofal of all Govts. 


TO 

AFFINITY GROUP FARES (All fares in Indian Rupees) 

BOMBAY 

CALCUTTA 

DELHI 

MADRAS 

Mormal 
Return Fare 

Affinity 
Return Fare 

Normal 
Return Fare 

Affinity 
Return Fare 

Normal 
Return Fare 

Affinity 
Return Fare 

Normal 
Return Fare 

Affinity 
Return Fare 

AMSTERDAM . 

5984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 

FRANKFURT. 

5984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 

PARIS . 

5984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 

PRAGUE . 

5984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 

GENEVA/ZURICH. 

5895 

4127 

6646 

4653 

5895 

4127 

6561 

4593 

ROME . 

5233 

3664 

6027 

4219 

5233 

3664 

5899 

4130 

MOSCOW Direct via DELHI ... 

4986 

3491 

5633 

3944 

4938 

3457 

5652 

3957 

" via MIDDLE EAST/EUROPE ... 

7704 

5393 

8498 

5949 

7704 

5393 

8370 

5859 

LONDON . 

6070 

4249 

6821 

4775 

6070 

4249 

6736 

4716 

NEW YORK . 

9210 

5603 

9615 

5963 

9210 

5603 

9615 

5963 

KUALA LUMPUR . 

2915 

2041 

2207 

1545 

2736 

1916 

2339 

1638 

NANDI . 

8649 

6055 

8073 

5652 

0049 

6055 

7987 

5591 

PERTH . 

6133 

4294 

5561 

3893 

6133 

4294 

5471 

3830 

SINGAPORE. 

2615 

2041 

2385 

1670 

2915 

2041 

2339 

1638 

SYDNEY . 

7015 

4910 

6441 

4509 

7015 

4910 

6354 

4448 

TOKYO . . . 

5612 

4136 

5206 

3645 

5G04 

3923 

5427 

3799 


for full details and a list ofotAer 
slation.s IP which these fares apply, 
post this coupon to any of our 
56 offices located closest to you 
or your Travel Agent. 



Kindly send me your free literature on the Affinity Group Tiavei Scheme. 


n 


I 

L 


Name:. 

Member of:. 
Address:.... 


EED 


I 

J 


Al. 2421 
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It is perhaps natural that the eclipse of the political parties which had opposed Mrs 
Gandhi and her party at the last general election to the Lok Sabha should, because 
of its near-totality, have demoralised routed politicians even to the extent of some 
of them contemplating retirement from active politics—although it is not easy tc 
sympathise with the defeatists among them who have gone to the extent of attem¬ 
pting still more decisive forms of self-effacement. There docs not seem to be 
sufficient justification, however, for the business community reacting in a similarly 
self-deprecatory manner to the verdict at the polls. It is true that some industria¬ 
lists had contested the election either as Independents or as candidates uf opposi¬ 
tion parties and it is true again that many of them were unsuccessful. But, as a 
class, these businessmen, who had fought and lost the election, have been game 
losers and have returned to their regular avocation with a shrug of the shoulders. 
We wish that one of the leading collective representatives of businessmen in this 
country, viz , the Federation of Indian Chambers of Commerce and Industry 
(FICCI), had kept its judgment, poise and balance in a similar manner. 

As it is, the proceedings of the latest annual session of the FICCI, held in 
New Delhi^ few days ago. showed every sign of being overwhelmed by the .shadow 
of the ruling party's massive victory at the polls. It is apparent that its spokes¬ 
men have decided to adopt an attitude of “kiss and make up" with the government 
of the day. While this journal is not particularly fond of confrontations be- 
wcen government and industry and would readily concede that, in a democra¬ 
tic country, a government returned to power through the free and clear expression 
of the will or wishes of the majority of the people is entitled to expect and receive 
co-operation from the citizens and their voluntaiy associations in the task of ser¬ 
ving the national interest, it would also like to point out that the quality of our 
democracy is bound to suffer seriously and permanently if individuals or associa¬ 
tions do not choose to maintain their independence of thought or action when 
basic issues are concerned. 

While the dominant position secured in the Lok Sabha by Mrs Gandhi and her 
party has certainly reshuffied dramatically the points of power or pressure in the 
inter-relationships of political parties, it surely has not altered the fundamental 
fact that the economic policies of the ruling party have not been as sensible or 
efficient as they could have been in promoting the growth of our economy. The 
mere fact that Mrs Gandhi and her men have been dramatically successful at the 
polls has not invalidated by any means the critical attitudes adopted by many of 
us towards important aspects of the government’s management of the economy. 

For instance, the government's administration of the banking system or 
management of bank credit since the nationalisation of the leading commercial 
banks has certainly been poor and unhelpful to the growth of production or the 
stability of the price level.,There is a harmful trend towards finance becoming in¬ 
creasingly dear and scarce for politically unfashionable segments of industry, 
however desirable the proper functioning of these institutions may be from the 
point of view of economic expansion. At the same time, there has been a tendency 
for bank money to be wasted or less productively used, thereby stimulating infla¬ 
tionary pressures. The government's iiscal attitudes again continue to be out of 
tune with the clear requirements of a national policy for saving and investment. 
Its approach to foreign capital tends to be hypercritical and restrictive to an extent 
not justified by the economy’s plain need for supplementing domestic savings. 

The doctrine of an expanding public sector holds sway, dismissing all hopes of 
a rational utilisation of the country’s human and material resources. At the 
same time, extraneous considerations of no particular value are being permitted 
by the government to come in the way of individual or corporate entrepreneurs 
contributing effectively to the advance of large-scale industries. To make matters 
worse there are no signs of administrative bottlenecks opening up, the govern¬ 
ment’s promises or protestations notwithstanding. Finally, there is extensive pre¬ 
valence of corruption in government offices and there is also the often decisive role 
which political graft seems to play in ministers’ relations with individual 
businessmen or even associations of trade or industry. 

This being the case, organisations such as the FICCI will surely cease to be 
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true lo themselves or their pur¬ 
pose if they were to Jet rtiemseivcs 
be guided by the visceral needs of 
conformity with the powers that 
be. The fact that the ruling party 
has only negligible opposition to- face 
in the legislature has made it all the 
more necessary that, for the sake of 
our democratic health, such of us as 
are in a position to remain in the great 
public debates that must for ever go on 
in free societies do not surrender our 
right lo or responsibility for critical 
responses to the policies and actions of 
the government of the day. No single 
election, however decisive in its verdict, 
can or does settle for all times issues on 
which different people are bound to 
have different views. It follows that, so 
far as wc ourselves continue to have 
faith in the ‘higher worth of liberal 
economic and political communities 
as against those in which the state or 
the government claims and receives 

Bankers’ 

AtTER TJIE first flush of enthusiasm 
in the wake of the nationalisation of 14 
commercial banks, during which period 
managers of.thesc banks feverishly vied 
with one another to show as large a 
credit expansion as possible, in 
particular to the priority sectors, with 
u view no doubt to creating a favourable 
image of their respective charge in the 
concerned quarters, it is just as well that 
realities are slowly coming home to 
roost. This is evident from the pleas for 
a more comprehensive credit planning 
than hitherto both by the Chairman of 
the State Bank of India, Mr R. K. 
Taiwan, and others {vide Mr S.L.N. 
Simha’s articles which appeared a few 
days ago in the Hindti on “Some As¬ 
pects of the Credit Squeeze*’). It has not 
taken long for persons such as 
these who arc prepared to perceive 
that, with the severe limits imposed by 
the prevailing economic conditions in 
the country on the rate of growth of 
savings and mobilisation of deposits, 
there is urgent need not only to assess 
the optimum expansion in bank credit 
but also to ensure that such credit is 
properly apportioned among the 
various sectors of the economy so as 
to accord with Plan priorities. 

This, of course, means a further inten¬ 
sification, albeit purposefully, of credit 
control, but past experience has clearly 
established the need for greater financial 
discipline, especially on the part of the 
government, than heretofore, and, at 
Jeast'in a planned economy, such cannot 
be ensured without comprehensive 
credit planning. It also presupposes a 
substantial strengthening of their re¬ 
search planning and statistical sections 


EASTERN ECONOMIST 

increasing authority over the lives and 
affairs of the citizens, we should not 
hesitate or equivocate but affirm readily 
and if necessary loudly the philosdpby 
of that faith and spell out its details 
in their application to the policies and 
actions of the government of the day. 
Even in the narrower terms of the elec¬ 
tion and its verdict, it would be right on 
our part to insist ceaselessly on 
the truth that the mandate for the fight 
against poverty and unemployment, 
which the electorate has given to the 
ruling party, can be truly fulfilled only 
if the government of the day is prepared 
to reconsider many of the policies it 
has been following so far or give up 
many of its political attitudes in 
favour of those which would en¬ 
able this countiy to make good 
the lost economic opportunities of 
the past decades and progress more 
steadily and rapidly in the seven¬ 
ties. 


Woes 

by banks and not Just the adding of more 
and more personnel, all and sundry, as 
seems to have taken place so far. But 
this is more easily said than done for the 
simple reason that, in spite of so many 
bankers’ training institutions being there, 
the requisite numbers of the right type 
of recruits are not forthcoming. So> 
along with credit planning, it would 
appear, prompt and adequate attention 
must also be given to training the pro¬ 
per personnel to meet the demand for 
such personnel in full. 

At the same time, a proper assess¬ 
ment would also seem to be needed of 
such financing of the priority sectors 
as has taken place already. At least one 
of these sectors, viz. agriculture, is 
stated to have begun to pose problems. 
According lo Mr Talwar, these are 
very hard problems indeed. He has 
estimated the credit needs of this sector 
in tile next three or four years to be as 
high as Rs 4,000 crores and, having re¬ 
gard to the resources available, he feels, 
“the role of the commercial banks in 
this field can only be supplementary, at 
any rate in the immediate future; the 
responsibility must continue to rest main¬ 
ly with the co-operatives”. Mcanw^hilc, 
he has felt and rightly urged the need 
“to ensure that the credit that has al¬ 
ready been extended, or is being ex¬ 
tended, is put to the most effective use”. 

This is no new problem, but the pity 
is that as yet it has not received the same 
degree of emphasis as the provision of 
increased credit, even as in the case of 
utilisation of foreign aid. Politicians, 
with their sights apparently fixed on 
how' to please their followers, have 
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not cared to pause and give some seri¬ 
ous thought to the imperative of proper 
and ^ective utilisation of creditor aid. 
This is not to say that no one has 
thought of a suitable machinery not only 
for properly evaluating the proposals 
for credit at the initial stage but also to 
effectively supervise the utilisation of 
such credit at different stages. Commi¬ 
ttee after commit tee» and commission 
after commission have stressed the 
necessity for it, but what has actually 
been evolved to date has proved hardly . 
equal to the task. A machinery such as. 
this has to be greatly strengthened quan¬ 
titatively as well as (qualitatively. Mr 
Talwar's suggestion in this context is, 
therefore, both useful and practicable. 
If, as he said, it will be difficult to create 
such a machinery at every office of the 
State Bank of India, it will be even rnore 
diffcuJt to do so at every office of the 
14-nationalised banks. Hence the rele¬ 
vance of his bank’s (SBTs) strategy “to 
move away from scattered lending and 
shift the emphasis towards intensifica¬ 
tion of the area approach.” While it is 
indisputable that “only through a con¬ 
centrated effort in selected areas could 
the scarce resources of the banking sys¬ 
tem be put to the optimum use”, one 
wonders whether this was not the aim 
of the lead bank scheme also and, if so, 
one would further like to know why the 
latter has not yielded the anticipated re¬ 
sults. Another question that arises is 
whether, in theevent of banks selecting 
their own areas and concentrating on 
their development (in which case, they 
will naturally select the most promising 
areas) the goal of balanced regional de¬ 
velopment will not be affected adversely. 
The raising of these questions, let us 
hasten to add, is not to question the 
wisdom of the SBI’s proposed strategy. 

Mr Talwar must be complimented 
for raising certain very pertinent points 
in the course of his speech at the last 
annual general meeting of the State 
Bank of India. The most important of 
these is the repercus.sions of the recent 
curtailment of refinance facilities by the 
Reserve Bank (in its fight against in¬ 
flation) on the extent of credit available 
to the private sector. As the SBI chief 
observed, liberal finance was being made 
available by the Reserve Bank to the 
nationalised banks with the specific 
purpose of ensuring that the new shift 
in the lending policy would not come in 
the way of financing the legitimate pro¬ 
duction needs of the medium and large- 
scale industries. When such liberal fi¬ 
nance ceases, as it must in the context 
of the curtailment of refinance facilities- 
as stated above, the banks will naturally 
find it difficult to meet the demand for 
credit from both the priority sectors 
and the others out of their own re¬ 
sources. at any rate immediately, which 
means, to quote Mr Talwar, “the squeeze 
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must be felt somewhere and this is where 
the banks find themselves in a fix.'* 

Although Mr Talwar did not say it 
in so many words, he would appear to 
be worried about the continuing gap 
between the cost of providing funds to 
the priority sectors, in particular agri¬ 
culture. and the income from such ad¬ 
vances. Fortunately, up till now, 
neither the recovery position nor the 
bad debt experience has been unsatis¬ 
factory. In regard to agricultural credit, 
acoor^ng to the SBl chairman, re¬ 
coveries have been well over 80 per cent 
and bad debts needing to be written 
off just around one per cent. But with 
money becoming dearer, there seems to 
be a lurking fear that concessional cre¬ 
dit to priority sectors might sooner or 
later lead to a shrinkage in profits. This 
apprehension is undertandable, because 
Mr Talwar ’$ twin concern is to see that 
justice is meted out to the depositor and 
also to make sure that the central ex¬ 
chequer receives its budgeted .share of 
contributions from public sector under¬ 
takings. (These seldom touch the tar¬ 
gets fixed and, in more cases than one, 
are not even realised!) 

Talking of justice to depositors, Mr 
Talwar, it must be noted, has staunchly 
championed their cause. It is his con¬ 
sidered thesis that, for an accelerated 
growth in deposits, there should ^ a 
substantial increase in the rates of inte- 
terest on deposits, although he is doubt¬ 
ful of deposits in our country being 
interest-elastic. Alluding to the recent 
increase in the bank rate from five to 
six per cent, he said: “The effect of an 
increase in the bank rate is a rise in the 
interest rate structure both for deposits 
and advances. In our country, however, 
the effect has become lop-si^d, in tlmt 
while there has been an all-round in¬ 
crease in the lending rates, the deposit 
rates have not correspondingly moved 
up. Whatever may be the objective of 
increasing the lencUng rates, the propor¬ 
tionate benefit ought to be passed on to 
the tonk depositor, who should get what 
is legitimately his due.’’ 

Mr Talwar’s concern for the depositor 
is quite genuine. For he also took 
cudgels on behalf of the individual de¬ 
positor as against financial institutions. 
Oharacterising this as “an invidious 
distinction’’, he said: “It is, indeed,ironi- 
cal that the individual depositors should 
be clearly at a disadvantage vis-a-vis 
such institutions. In the case of a bank 
depositor, the shorter the period of de¬ 
posit, the lower his return by way of 
interest. A financial institntion like the 
Life Insurance Corporation of India 
or the Unit Trust of Indi^ on 
^ other hand, may operate in the 
inter-bank call money market and com¬ 
mand a high return—as disproportion¬ 
ately high as 11 to 12 per cent — on its 


d^-to-day lendings.’’ There is validity only on considerations of fairness but 
in this charge, because the raison d' also of wider issues of investment, indi¬ 
e/re for the entry of these institutional viduals and institutions should be put 
investors into the inter-bank call money on equal footing in the matter of return 
market was that such would improve on surplus funds’’. This is bound to 
the liquidity of the banking system, raise a hornets’nest around Mr TaJwar’s 
which has not happened. Moreover, cars even as another suggestion bearing 
the funds offered by them in the cal! on interest rate put foward by a former 
money market are mostly those that SBI chairman, the late Mr V.T. Dchejia, 
would in any case lie with the banking occasioned considerable controversy 
system to earn interest at the same rates some years ago. One plausible justifica- 
as are applicable to the individual de- tion for this special indulgence to insti- 
positor. This apart, presumably, as a tutional investors could be that it is 
banker, Mr Talwar looks askance at perhaps better to let institutional in- 
this unwarranted intrusion by these two vestors earn more than individuals, in 
institutional investors, as it has resulted that what the former earn could be more 
in a diversion of funds from low-yield- conveniently channelled along desired 
ing fixed and short-term deposits to lines than what the individu^ earns, 
high-yielding call deposits with a cons- Anyway, the reactions to the SBI chair- 
quent rise in the cost to the banking sys- man’s bold stand on this issue ate bound 
tern. Hence his pointed plea that “not to be interesting and worth watching. 

West Bengal—Coalition or Collision? 

In Ills address to Parliament on March Bengal has also elected 20 Marxists to 
23, Mr Giri said that the mid-term poll the Lok Sabha while they have suffered 
in West Bengal clearly indicated a re- a rout in most other states, 
affirmation by the people of their faith 

in democracy. But cannot Mr Jyoti Do these figures justify the President’s 
Basu, the Marxist leader, also claim assertion that the j^ple of West Bengal 
that by electing the CPM as the largest have clearly affirmed their faith in 
single party in the assembly, the people democracy as it is usually understood? 
of West Bengal have expressed their The CPM had said in its election mani- 
confidence in the type of democracy festo that “the vile misdeeds of the 
championed by him? The number of Indira Gandhi government Itas conver- 
votes cast in favour of the CPM was ted the whole of West Bengal into a 
44.85,805 compared to 2,293,026 in prison of democracy, a graveyard of 
1967 and 2,676,981 in 1969. The Cong- democratic liberties of the people.” 
gress (R) got 35,98,695 votes and the The verdict of the poll seems to show 
Congress (O) 9,15,147 votes. In 1967 that a substantial number of people in 
and 1969 the undivided Congress had West Bengal do subscribe to Mr Basu's 
obtained 5,207,930 votes and 5,538,622 brand of democracy, 
votes, respectively. The CPM won 111 

seats this year compared to 80 in 1969 Mr Giri assured Parliament of the 
and 43 in 1967, the strength of the Government of India’s “unqualified 
assembly being 280. (The elections to determination to root out lawlessness 
three seats could not be held because of and to eliminate the politics of murder 
the murder of some candidates). West and assault”. This assurance is, indeed. 


^a6tetn ^conomi6t 2.5 yea.t5 

APRIL 19, 1946 


What would be Ihc rate of exchange suitable as altogether unwarranted. For our part, we 
for the post-war rupee and how would our accLi- emphasized that if there was one conclusion 
mulation of sterling credits enter into a deter- about which one could be quite sure, it was thtif 
mination of that rate? U is not as if this ques- an apprcciaton of the rupee ratio was wholly 
tion is being discussed just now for the first uncalled for. With the estabishment of the 
time. It will be recalled that as long ago as I.M.F., which will start funtioning shortly* 
October 1944* the Governor of the Reserve the selection of the initial par valve is becoming 
Bank said that the objective of appropriate an immediate issue. This together with the 
rate of exchange should be the establishment persistence of fallacious reasoning of the 
of an import surplus from the United King- kind referred to abo\'e, affords abundant 
dona, representing the repayment of the justification for re-staling what exactly 
sterling balance. This pointed to an appreciat- are the considerations which enter into 
ion of the rupee rate, a course of action which the determination of the exchange rate 
a balance of all the other relevant and vital and what the right course would be to 
considerations involved in the matter indicated follow 
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welcome, but can Mr Ajoy Mukherjec’s 
ministry effectively do this job? It is 
worth recalling that Mr Mukherjee had 
until recently identified himself y^lth 
the CPM. In the mid-term election of 
1969, he appealed to the voters of 
Baranagar to vote for Mr Jyoli Basu. 
Later, however, the Bangla Congress 
leader became a staunch opponent of 
Mr Basu not so much because of the 
]atter*s extremism, but mainly because 
the Marxist leader had defied and humi¬ 
liated him when he was the Chief Minis¬ 
ter. It is, therefore, hardly surprising 
Umt the voters of Baranagar, and of the 
other constituencies in general, were 
not much impressed by Mr Mukhcrjcc\ 
arguments against the Marxists. 

However, as the head of the coalition 
government, Mr Mukherjee is now in a 
better position to prove his political 
wisdom and administrative efficiency. 
Though there is none in the cabinet who 
is likely to embarrass him as Mr Basu 
did in the last UF government, Mr 
Mukherjee has to proceed with conside¬ 
rable caution in dealing with his collea¬ 
gues some of whom belong to parties 
A^hich have no record of ^>nslrnrtivc 
work, no sizable following in the state, 
and no firm faith in democracy. The 
coalition has only a slender majority 
and the Marxists arc likely to make all 
possible attempts to divide and ult« 
mately wreck it. Even in eliminating 
what Mr Glri has described as the poli¬ 
tics of murder and assault, Mr Mukher¬ 
jee has to act tactfully though hrmly 
lest he should give opportunity to the 
Marxists to exploit the situation tc then 
advantage. 

The fact that the Chief Minister can 
look up to the prompt support from 
the centre is, of course, a great advan¬ 
tage. But, so far as law and order is 
concerned, the basic question is who ex¬ 
actly is behind the murders and assaults 
that have been taking place in West 
Bengal in recent years. Are these crimes 
being committed because of socio¬ 
economic causes or arc they inspired 
and instigated by certain political 
parties with or without foreign assis¬ 
tance? The Jana Sangh, in its election 
manifesto, had observed: *‘Thc Prime 
Minister has lent respectability to the 
anti-national activities of Naxalites 
by attributing them to socio-economic 
reasons. It must be well realised that 
those who are creating these Naxalite 
disturbances arc the agents of Red 
China exerting themselves to bring 
Indict under Peking's sway”. So, 
to what extent the government will 
succeed in restoring peace in West 
Bengal will depend mainly on how Mrs 
Gandhi, Mr Mukherjee and his cabinet 
colleagues view the Naxalite menace. 

While, on the one hand, violence 
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has to be put down firmly, on the other 
hand, the government has to deal with 
the economic problems of West ^ngal 
with the utmost speed and energy. 
The price situation in West Bengal has 
been causing concern because of the 
shortfall in nee production and the fall 
in proturement. The total procurement 
has been only about 220,000 tonnes 
against the target of 450,000 tonnes. 
It is feared that the procurement this 
year is unlikely to exceed 250,000 
tonnes. The central government, there¬ 
fore, should promptly supply West 
Bengal with the required quantities of 
rice and also provide adequate fertilisers 
and other inputs to step up rice pro¬ 
duction. 

Mr Giri referred, in his address to 
Parliament, to the other measures being 
taken to develop West Bengal, such as 
the improvement of Calcutta and the 
launching of the Industrial Reconstruc¬ 
tion Corporation. He added thit other 
development works were being under¬ 
taken in West Bengal, but did not give 
details. In view of the chronic unem¬ 
ployment, these measures have to be 
implemented with speed. Energetic 
elforts have to be made to reopen the 
dosed units, to make sick units viable, 
to tone up the efficiency of government 
undertakings, and to set up numerous 
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new industries, large and small, both in 
the public and,the private sectors. The 
chambers of comincree in Calcutta have 
urged the centre to set up a free trade 
zone, a petrochemical complex and a 
shipyard—all in Haldia which is ideally 
suited for these projects. The state go¬ 
vernment should fully utilise the 
services, talents and resources of the 
private sector which under the UF go¬ 
vernment had received a raw deal. Such 
a policy can succeed only if New Delhi 
effectively maintains the rule of law and 
agrees to relax the curbs on the grogfth 
of large business organisations who 
invest in West Bengal. 

The main problems ofMrMukherjec’s 
government relate not merely to the 
restoration of law and order and the 
revival of industrial development but 
also the improvement of education. 
The extent of damage done to the educa¬ 
tional progress in West Bengal has been 
considerable and it will take several 
years and great efforts to bring order 
and discipline in this vital field. But a 
beginning should be made immediately 
so that the young meu are weaned 
from the cxticme path and helped to 
grow as useful citizens. 

The trade unions should also aban¬ 
don their tactics of terror and black- 
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( Tpaii and adopt a constructive attitude. 
Tliey should urge ^ their workers to 
'maximise production and get their 
grievances redressed only through the 
Ifi gai methods. But since the trade 
unions are dominated mostly by the 
CPM, will they fully co-operate with 
the government? The employees of the 
^vemment of West Bengal also are, 
to a large extent, pro-Marxist and it is 
alleged that the latter have infiltrated 
into the police department as well. 
These developments are hardly surpris¬ 
ing because is it not part of the Marxist 
strategy to subvert the Constitution 
from within? While Mr Mukherjee’s 
ministry may get the wholehearted 

Kerala 

The state budgets presented so far for 
1971-72 disclose large overall deficits; 
only in a few cases there has been a sur¬ 
plus on revenue account. As the cent¬ 
ral Budget for 1971-72 will be presented 
with its tax proposals to Parliament only 
in May, there has been no disposition 
on the part of state finance ministem 
to raise large amounts by way of addi¬ 
tional taxation, except in the case of 
Kerala. It is probably expected that 
apart from a buoyancy in revenues on 
the basis of existing taxation, there will 
be fresh imposts in the central budget 
which would result in a transfer of 
much larger amounts as the states’ share 
of central tax revenues. There will, 
undoubtedly, be some additional 
strength to the state budgets from the 
centre’s proposals. But it has to be 
decided how the special problems con¬ 
fronting the states like Kerala have to 
be tackled. The Chief Minister of this 
state, Mr C. Achutha Menon, has rightly 
complained that the effort made by him 
and his predecessors to raise tax revenues 
ha^ not been duly recognised 
and in spite of.the fact that the citizen 
of Kerala is amongst the highest taxed 
in the country, there is compulsion to 
raise more revenues for implementing 
Plan schemes. 

The peculiar position of this problem 
state will be understood if it is pointed 
out that salaries alone account for 95 
per cent of the state’s own revenues and 
non-tax receipts and 59 per cent of all 
revenues, including the transfers from 
the centre. This would mean that 
developmental expenditure can be in¬ 
curred only with the receipts from the 
centre as shaire of tax revenues, assis¬ 
tance and grants and that a good part 
of the Plan outlay has to bear heavy 
interest charges. Even in regard to non- 
nan expenditure, the gap has not been 
fully covered, following the implemen¬ 
tation of the recommendations of the 
Tyagi Commission, though the refue- 
sentations of the state government have 


co-operation of the senior ofScers, it 
remains to be seen to what extent the 
government employees at the lower levels 
will conduct themselves .with dedication 
and discipline as they are always ex¬ 
pected to do, irrespective of the political 
complexion of the party or parties in 
power. 

The experience of coalition govern¬ 
ment in West Bengal has been unhappy. 
The previous two coalitions collided 
ind collapsed. Only if the {present coali¬ 
tion survives and succeeds in remaining 
in power for a five-year term, can wc 
say with some confidence that West 
Bengal is safe for democracy. 

Finances 

been heeded and the overdrafts taken 
from the Reserve Bank have been repaid 
with special assistance from the centre. 
The fact, however, remains that only 
the liability has been transferred from 
the Reserve Bank to the centre and 
there is an increase in the interest bur¬ 
den apart from the complicating effect 
of large debt repayments. 

In the discussions with the Planning 
Commission it was agreed that addi¬ 
tional resources for Rs 50 crores should 
be raised in 1969-74. The tax effort 
has been quite commendable. But it 
is pointed out that even if fresh’pro¬ 
posals were made for meeting the com¬ 
mitments, the increase in the salary 
bill as a result of the recent revisions in 
emoluments of government employees 
will account for Rs 17 crores in a three- 
year period against Rs 18 crores that 
will have to be mobilised additionally 
for fulfilling the target in respect of 
firesh taxation. As in the latest budget 
there will be a revenue deficit of Rs 
16.26 crores even with an increase in 
receipts by Rs 15 crores, it has been 
proposed to levy additional taxation 
for Rs 3 crores. It has been necessary 
to resort to . some measures wliich 
may not be considered quite popular as 
the tax burden is already high. While 
many states abolished the land tax 
for enlisting the support of small far¬ 
mers, the exemption limit has been 
removed in Kerala for agricultural 
land. In respect of plantation holdings 
it has been lowered to one hectare 
from two hectares. There is also the 
novelty of a graduated sales-tax in re¬ 
gard to the turnover of hotels and res¬ 
taurants. The urge to tax urban land 
holdings also could not be resisted and 
some important urban areas have been 
selected for differential ^lecific levies per 
square metre. There will be anomalies 
in the administration of the.se levies. 
But the justification is on the score 
that the owner of urban land has to 
hand oVer to the gbverniiteht some por¬ 


tion of the appreciation in the value of 
his holdings for which he has made no 
special contribution. It is also proposed 
to raise bus fares in order to improve 
the finances of the State Transport Cor¬ 
poration. 

This is the biggest effort made by any 
state so far, as stated earlier. Mr Achu¬ 
tha Menon had to adopt this course as 
fresh loans from the centre will not solve 
any problem and add only to the state’s 
liabilities. He is more particular about 
a settlement on an acceptable basis of 
the assistance that will be forthcoming 
from the centre for meeting the in¬ 
creases in the salary bill arising out of 
rising prices and the actions of the 
central government in increasing the 
emoluments of its own employees. It 
is unlikely that there will be prepared¬ 
ness on the part of the central govern¬ 
ment to accept the suggestions of 
Kerala's Chief Minister as a decision 
has to be taken in principle and this 
may involve a fresh examination of 
centre-state relations. It remains to 
be seen whether any novel approach will 
be adopted by the union Finance Minis¬ 
ter while framing the budget proposals 
for 1971 -72 and whether he will be agree¬ 
able to increase grants to sick states. 

The overall budgetary position of 
Kerala will not be quite comfortable at 
the end of 1971-72 as there will be a 
minus cash balance of Rs 21.85 crores, 
after taking credit for the revenue from 
new tax proposals. The outlay on Plan 
schemes will be higher at Rs 60.60 
crores, against Rs 50,03 crores for 1970- 
71. There will be larger expenditure on 
programmes for agricultural develop¬ 
ment and power and irrigation projects. 
The state has to expedite the work on 
Idikki and other power schemes, while 
it is apprehended that many irrigation 
projects will have to be spilt over to the 
next Plan due to paucity of resources. 
The competing claims on non-Plan and 
Plan accounts have created an uncom¬ 
fortable situation for many states as 
in the changed circumstances employees 
will not be content with their present 
lot and will be continuously asking for 
more. At the same time there will have 
to be additional investment for generat¬ 
ing fresh employment in a big way. It 
will have to be decided to what extent 
savings from current revenues can fma- 
nance Plan schemes and in what manner 
additional resources can be mobilised 
through borrowing and the creation of 
surpluses from public sector under¬ 
takings. There will obviously have to 
be a climate in which total investment 
can be raised appreciably and this can 
be done only if tWe is activity in all 
sectors — public, private, co-operative 
and joint — and foreign capital also is 
encouraged to flow into the country 
without misgivimis. 
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aggregate to identify industrially back¬ 
ward states and union territories:— 


Developing Backward Areas 

S« VENU 


(a) Total per capita income. 

(b) Per ca'pita income fi'om industry 
and mining. 

(c) Number of workers in registered 
factories. 


In a federal state, the term ‘regional 
imba^ces' has a dual implication. 
First, it lefisrs to difTerences in per capita 
incomes and other economic indicators 
among the constituent units or states 
comprising the federation. Second, it 
refers to specific backward regions or 
districts within a state. 

The reasons for the backwardness of 
a region or area can have genesis in 
any one of the following inter-rela¬ 
tionships: 

It has 

(a) the potentialities to achieve 
growth but growth is held up due 
to the fierce pull of factors work¬ 
ing in other areas; 

(b) the potentialities of growth but 
remains backward due to the 
shortage of a crucial factor of 
production and/or materials 
which cannot be had owing to 
general shortage. 

It is potentially rich 

(c) but the existing depressed situa¬ 
tion is due to teraporary/periodic 
setbacks and relapses which sh^l 
be overcome in the not-too-dis- 
tant future; 

(d) and is growing but relatively 
backward due to faster rate of- 
growth of other regions/areas and 
given the facilities, it can reach 
the top position; 

(e) but there is nil or insignificant 
investment in infrastructure by 
the local government or state 
government which scares away 
prospective investors; 

(f) in raw materials, labour and 
capital but is situated away from 
the market and can lose the ini¬ 
tial advantage of lower average 
cost of production due to ^ 
highest average cost of serving a 
given market; 

(g } but the planning programmes are 
motivated by unbalanced econo¬ 
mic and regional growth, with 
a motive to achieve the highest 
tales of growth; 

(b/ It is not endowed wMi resources 
togrow and shall perpetually de¬ 


pend on tht remittances from the 
regional states/districts. 

Such areas may also be undeveloped 
despite good potentialities as the appar¬ 
atus of taxes, duties and rates is such 
that they create, reinforce, and perpet¬ 
uate the repellent forces against new 
ventures. 

It may as well be that they have been 
sucked to complete denudation of their 
natural resources and hope can only be 
revived by,^ a technological break¬ 
through. 

In November, 1968, the Planning 
Commission set up two groups to study 
this question — one working ^oup 
was asked to reconunend the criteria 
for the identification of the backward 
areas and the other to recommend fiscal 
and financial incentives for starting in¬ 
dustries in these areas. The first group 
was headed by Mr B.D. Pande and the 
second by Mr N.N. Wanchoo. 

The Pande group recommended the 
following criteria to be applied in 


(d) Per capita annualcon sumption 
of electricity. 

(e) Length of surfaced roads in rela¬ 
tion to; 

(i) the population, aud 

(ii) the area of the state. 

(0 Railway mileage in relation to: 

(i) the population, and 

(ii) the area of the state. 

Besides Assam, Jammu and Kashmir 
and Nagaland, which have special 
problems, the following six states were 
regarded as ind^trially backward: 
Andhra Pradesh, Bihar, Madhya Pra¬ 
desh, Orissa and Rajasthan. Amongst 
the union territories, Goa, Himachal 
Pradesh, Manipur and Tripura were 
considered as industrially backward; 
in respect of Himachal Pradesh, only 
one backward district might be selec¬ 
ted. The Andaman and Nicobar 
islands, Laccadive and Minicoy islands 
and the North-East Frontier Agency 
are also industrially backward, but no 
useful purpose would be served in cx- 

Table I 


PER CAPITA INCOME OF STATES AT CURRENT PRICES 

(In rupees) 


State/Union Territories 

1965-66, 

1966-67 

1967-68 

1968-69 

1969-70 

0) 

(2) 

(3) 

(4) 

(5) 

(6) 

Andhra Pradesh 

393 

449 

NA 

NA 

NA 

Assam 

418 

500 

558 

556 


Bihar 

323 

294 

399 

N.A. 


Gujarat 

417 

468 

529 

N.A. 


Haryana 

447 

589 

678 



Jammu & Kashmir 

NA 

NA 

NA 

< 9 


Kerala 

404 

457 

505 



Madhya Pradesh 

352 

392 

505 

473 


Maharashtra 

531 

606 

676 

696 


Mysore 

393 

428 

464 

500 


Orissa 

NA 

NA 

NA 

NA 


Re-organised Punjab 

610 

751 

828 

»> 


Rajasthan 

381 

441 

497 

419 


Tamil Nadu 

437 

512 

551 

543 


Uttar Pradesh 

364 

423 

498 

NA 


West Bengal 

403 

452 

533 

547 


Himchal Pradesh 

389 

NA 

NA 

NA 

.. 

Manipur 

324 


♦ > 

,,, 

,, 

Tripura 

353 

412 

»> 




N.A.—Not ascertained. 
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tending incentives for industrial de¬ 
velopment owing mainly to lack of 
infrastructural facilities. 

The per capita income of th^ states 
over years at current prices is given 
in Tabic I (page 683) 

The all-lndiei average for 1967-68 was 
Rs 551.4, indicating the considerable 
income difTerential between states 
‘above’ and ‘below* the line. 

Backward districts were to be identi¬ 
fied on the following criteria:— 

(1) Districts outside a radius of 
about 50 miles from large cities 
or large industrial projects. 

(2) Poverty of the people ns indica¬ 
ted by low per capita income 
starting from the lowest of 25 
per cent below the state average. 

(3) High density of population in 
relation to utilisation of produc¬ 
tive resources and employment 
opportunities as indicated by: 

(a) low percentage of population 
engaged in secondary and tertiary 
activities (25 per cent bclowthc 
state average may be considered 
as backward); 

(b) low percentage of factory em¬ 
ployment (25 per cent below the 
stale average may be considered 
as backward): 

(c) non and/or under-utilisation of 
economic and natural resources 
like minerals, forest, etc. 

(4) Adequate availability of electric 
power or likelihood of its avail¬ 
ability within 1-2 years. 

(5) Availability of transport and com¬ 
munication facilities or likelihood 
of its availability within 1-2 
years. 

(6) Adequate availability of water 
or likelihood of availability dur¬ 
ing 1-2 years. 

The Wanchoo group recommended 
the fallowing incentives to induce entre¬ 
preneurs to invest in backward regions 
and redress the imbalances:— 

fa) Grant of higher development 
rebate to industries located in 
backward areas. 

(b) Grant of exemption frora income- 
tax, including corporate tax, 
for five years after providing for 
the development rebate. 

(c) Ejiemption from the payment 
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of import duties on plant and 
machinery, components, etc., 
imported by units set up in back¬ 
ward areas. 

(d) Exemption fli'om excise duties for 
a period of five years. 

Exemption from sales-tax, both 
on faw materials and finished 
products, to units set up in speci¬ 
fied backward areas for a period 
of five years from the date of 
their going into production. 

(f) Transport subsidy for reasons 
of special remoteness of certain 
areas, for taking out the finished 
products for a period of five years. 

The financial incentives recommended 
by the group included the earmarking 
of large sums of credit by various finan¬ 
cial institutions exclusively for backward 
areas. As it is, 62 per cent of the total 
credit by various financial institutions 
has gone to the metropolitan cities. The 
group, however, added that schemes in 
backward areas to be financed by finan¬ 
cial institutions should be viable schemes 
or such as would become viable after a 
short initial period. 

Developed plots should be given to 
entrepreneurs on a down payment of 
10 per cent of the value of the land and 
for the first five years no further pay- 
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ment should be demaQ(fed. The balance 
of90 per cent should be lecoveredover 
nine years. 

A subsidy to the extent of SO per cent 
of the cost of construction ^ould be 
given to the entrepreneur who has pro¬ 
vided built-up accommodation and the 
balance of 50 per cent should be collec¬ 
ted from him in easy instalments over, 
say, 20.years. Where the entrepreneur 
chooses to construct the shed himself 
— and such a proposition should be 
generally encouraged — his cost of 
construction should be subsidised to 
the extent of 25 per cent 

The group also recommended that 
liberal credit terms should be given by 
lending institutions for setting up in¬ 
dustries. 

Subsequent to discussions in the Na¬ 
tional Development Council, it was de¬ 
cided that the union ^vernment would 
give an outright subsidy of 10 per cent 
of the total fixed capital cost up to a limit 
of Rs 50 Jakhs for both public and pri¬ 
vate sector units. For subsidies in ex¬ 
cess of this amount, each case would be 
decided on its merits. Two districts in 
each backward and one district in each 
advanced state would qualify for special 
incentives. The Industrial Development 
Bank of India would subscribe heavily 
to projects in backward areas. 

Even prior to the working group’s 


TABLli 11 

RANK SIZE CORREIATION COEFnCIENT OF PER CAPITA INCOME AND 
CENTRAL INVESTMENT 


State Per Rank in 

capita central 

income investment 

rank descending 

ascending order 

order 


Madhya Pradesh 
Orissa 
West Bengal 
Bihar 

Tamil Nadu 

Uttar Pradesh 

Andhra Pradesh 

Kerala 

Maharashtra 

Mysore 

Gujarat 

Assam 

Punjab 

Rajasthan 

Haryana 

Jammu & Kashmir 


6 

4 

14 
1 

11 

3 

9 

7 

15 

8 
13 
10 

16 

5 
12 

2 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 


Source: Rajya Sabha proceedings. March, 1969, and Pandc Working Group on 
Backward Areas. 
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studies, almost all states had very 
attractive incentive schemes for starting 
industries at focal points in their juris¬ 
diction. They continue to have such 
schemes even now. Allowing for inter¬ 
state variations, the broad patterns are: 

(a) Concessional rate of or exemption 
from payment of electricity tariffs. 

(b) Similar concessions in respect of 
sales-tax and octroi. 

(c) Bearing part of the cost of feasibi¬ 
lity reports. 

(d) Land at concessional rates. 

(e) Supply of material at controlled 
rates with guarantees of govern¬ 
ment offtake in some cases. 

Imbalances, however, persist and 
central public investment (which is a 
steadily increasing component of aggre¬ 
gate investment) does not bear any 
correlation to the per capita incomes of 
the states as revealed by Table 11 
(page 684 ). 

Bihar and Orissa remain backward 
in^spite of large investments. Backward 
areas like Rayalaseema in Andhra 
Pradesh and Jaunpur in UP have not 
progressed. They are still in the ‘Middle 
Ages’. 

[ This brings us to the question of the 
relative efficacy of taxation and subsi¬ 
dies as means of providing stimuli to 
growth. 

The pro-subsidies concession school 
argues on the following lines: 

(i) The location of industries is not 
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a critical factor with modern 
technology. Resources or raw 
material orientation has given 
way to market orientation. 

ii) In the individual firm’s “return 
formula” the regional subsidy 
plays a vital part. 

(iii) Only some firms may change 
location with a favourable tax 
climate hut this would suffice. 

(iv) Pockets of alfluencc and un¬ 
employment co-cxist in almost all 
systems. 

(v) Local effort acts as a spur to the 
level of aggregate investment. 

However, equally strong arguments 
can be advanced against concessions 
and subsidics^pn very valid grounds: 

(i) It is incorrect to say that intra- 
regionaJ competition is avoidable 
since all communities do not 
have the same time-horizon 
and interest in subsidies with 
differentials preventing neutrali¬ 
sation. It is inevitable in that 
transfer costs have some relation 
to distance and location cost 
differentials, for different func¬ 
tions of a firm to differ between 
regions. 

(ii) Local subsidisation does not 
equate marginal costs and bene¬ 
fits. Localities shift the cost of 
subsidies to outsiders. Thus local 
marginal costs and benefits di¬ 
verge. 

(iii) Irrespective of fiscal concessions, 
much depends on the sheer avail- 
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ability of resources and cfcono« 
mics of scale. Indian Alumini¬ 
um’s plant near Belgaum has 
been set up more because of the 
availability of power and bauxite 
than the concessional tariffs for 
electricity. 

(iv) Heavy industries have been set 
up in areas like Bihar. The 
‘spread’ effect is negligible as the 
ancillary units ai^e located in 
other states. Capital has a ten¬ 
dency to follow overall demand 
elasticity — the greater the clVcct, 
the greater the locational pull. 
The supplier of components to 
Bihar from West Bengal has a 
“home” market in additionlo the 
Bihar complex (unless the latter 
is a monopoly) and the incen¬ 
tive for closer location is absent. 

(v) Where the supply of skilled la¬ 
bour is inelastic, the “pull” effect 
of subsidies is largely neutralised. 

(vi) In the absence of a prosperous 
rural hinterland, subsidies can¬ 
not make up the leeway arising 
from Jack of. effective mass de¬ 
mand. 

(vii) The cost of overcoming distance 
is a major factor. In the rural 
areas feeder roads arc far apart 
increasing such costs. Total 
transfer costs in agglomeration 
involve a trade-off between trans¬ 
port cost saving and site rents. 

Thus, with each state competing 
for a larger share of the limited ‘invest¬ 
ment cake’ there is a strong case for 



Our fleet of eighteen modern freighters offers fast, 
regular and dependable service between 
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national regulation of tax conces¬ 
sions and subsidies. 

Unequal regional growth often 
inevitable to avoid disequilibrium in 
budgets and waste of capacity in enter¬ 
prises where investment structure is 
indivisible and 'lumpy'’ ' - railways, 
telephones, etc. - and which can be 
used advantageously on the spot. Thus, 
the spatial diffusitm of industries is easier 
preached than practised. The optimum 
is a mivlure of unequal growth and pub¬ 
lic action should cut olT the peaks of 
inequality. 

Spillover Ikncfits 

Hearing the constraints in mind, vari¬ 
ous sLiggcsfions can he considered to 
bring about inter-rcgional equalisa¬ 
tion with the inasimum spillover bene- 
fiis. If local public debt or slate debt is 
tied to lax yields of the same entity, 
the benefit canon is satisfied, but the 
svslem lacks flexibilitv. The danger of 
“perverse” action is increasotl. A sys¬ 
tematic bias against regional expansion 
ol’debt in areas of higher demographic 
and cccmomic growth is protluccd, pre¬ 
cisely the regions thai can bear the debt, 
where the basis is past yields. Where 
the basis is future tax-yield forecasts, 
the method is over-clastic being subject 
to expansion at will depending on the 
opinion of the forecaster. 


NrpAi., A very much backward slate as 
conipareci to India, is trying to foster its 
economic development through “ex¬ 
port drive". Till now the exports of 
Nepal have mainly consisted of ag¬ 
rarian products. Wc arc repealediy ad¬ 
vised to expand these traditional exports. 
But, wc on tlic other hand, want to be 
free of the clauslrophohia in our trad¬ 
ing relationship with India. In other 
words, we want to diversify our foreign 
trade with the same intensity as hu;ia is 
doing at the moment, l-uithcr, wc no 
long'a are concentrating on traditional 
exports alone. Why is this happening 
can be a pertinent query. 

Ten years ago — in 1960 Nepal 
concluded a trade treaty with India and 
India provideil a sciies of facilities with 
the full expectation that backward Nepal 
would not in any case be utilising all of 
them.* The Gandak agreement that had 
benefited India a lot, also had its im¬ 
pact on shaping the content of the 1960 
treaty. Trade without calculation is no 
trade at all. Therefore, tliero were cer- 

♦Mr Indra Raj Mishra is ihc C iiltiiral Attadie 
of the Royal Nepalese F-’mb.jssx in New Delhi. 
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Tax autonomy is a luxury the under¬ 
developed countries can ill-afTord in 
regional administration if they are to 
concentrate their energies on having 
economic development. Hence, an 
advantageous method is the assignment 
ot lax yields collected by the central 
government to backward regions on one 
or more of the following bases: 

(a) A share of the cost of certain pub¬ 
lic services (project tying); 

(b) covering deficits of special bodies: 

(c) yield in backward regions and its 
variance from total yield in the 
state; 

(d) specific expenditure plans (pro¬ 
gramme lying). 

We thus go back to the principles 
and types of grants-in-aid as fiscal 
leverages to assist the backward regions, 

Equalisation of funds may be em¬ 
ployed to reduce differences. These 
policies, however, should ensure that 
poeple do not linger in unsuitable areas 
instead of concentrating upon one place 
where growth can be realised. 

Finally, “growth poles” may be pre¬ 
ferable to dispersed uneconomic grow'th, 
the social cost of which to the community 
is high but hidden. 


tain safeguards which were subsequently 
utilised to get benefit out of the weaker 
bargaining position of Nepal. The 
amendments to the treaty bear testi¬ 
mony to this fact. 

rhe exports of Nepal can be split up 
direclion-w'ise and volume-wise into 
three categories as shown in Table 1 
(page 68S). 

The table throws up the following 
facts; 

(1) There has been more than four¬ 
fold increase in the total quan¬ 
tum of Nepal’s exports. 

(2) In trading matters, Nepal started 
to stretch out of India since 
1959-60. 

(3) Though the Export Entitlement 
Schema was introduced in Sep¬ 
tember, 1961, it could not 
materialise before the'expiry of 
four valuable years. 

(4) Nepal’s exports to overseas 
countries till about four years 
ago represented a very small 
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fraction of its total export trade 
(1.3 per cent). 

(5) This fraction has gone up to 
six per cent in the last three or 
four years. 

(6) The Export Entitlement Scheme, 
commonly known as “the 
Bonus Voucher System”, has 
undoubtedly given a boost to 
Nepal’s exports. The removal 
of the Bonus Voucher System at 
the moment, without providing 
a sound alternative, will damage 
Nep.d’s na.scent export sector. 
But this does not mean that all 
is well with this sector. The 
boom in Nepal's exports has 
the least value of income and 
investment multiplier. This is for 
tw > reasons. Most of the workers 
and big magnates of Nepal's 
cxpori sector are non-Nepalis. 
So, Nepal is often advised to 
switch over to a dilfercnt pattern 
of exports and the plain fact is 
that it caiiuoi have Ihc .switch¬ 
over in a short run. What weean, 

I am sure, in the short run is to 
have our own workers and our 
own entrepreneurs so that wc can 
easily return the profit and then 
have Iiigh value of income and 
investment multiplier. A growing 
awareness is there in Nepal 
at the moment to vitalise the 
export sector. Ss>mc of the old 
mills in this export sector must 
be owned by the Nepalese. 1'his 
does not mean that there will be 
no room for joint ventures in 
those industries which may be 
newly established. 

The pattern of production in the 
synthetic textiles, stainless steel and jute 
industries has very much come to the 
limelight in the Indian press. The profit 
in these lines of production is very high. 
These industries luivc been made tar¬ 
gets by most of the newspapers in India 
because they are regarded as the roots 
from which the deflection of trade stems. 
Twenty per cent of the products of these 
industries are being consumed at home. 
Nepal has been exporting some of these 
to diflerent parts of the world. When 
this kind of beginning is just being made 
to create a modern industrial sector, we 
arc suddenly advised to switch over to 
agro-based industries. Such industries 
even if they are quickly established, will 
prove to be low-.saving. This is bound to 
be so in the initial stages. The direct 
capital contribution of such industries 
to non-agricullural development will 
be extremely meagre. The abvious rea¬ 
son for this is that Nepal’s agriculture 
is too much steeped in traditionalism. 
This docs not mean that Nepalese have 
strong predilectiom against the de¬ 
velopment of agro-based industries. 


Foreign Trade Problem of Nepal 

INDRA RAJ MISHRA” 
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EXPORTER IVIAKEO GOOD 
IN FOREIGN NIARKETG 


He is doing a flourishing export trade, and 
is well established in some of the most 
promising overseas markets because in all 
his dealings with these foreign markets he 
very wisely relies on the comprehinsive 
banking facilities offered by THE CHART¬ 
ERED BANK ORGANISATION which are 
available in more than 30 major trading 
centres all over the world. 

We are always abreast of local financial 


conditions in these trading centres and 
are, therefore, in a position to give expert 
advice on selling or investment, export 
finance, market intelligence or potential 
business prospects. We can make all 
arrangements for business travel abroad 
and provide foreign currency in the form 
of notes or travellers cheques. By exercis¬ 
ing our vast knowledge and experience 
we get things done quickly and efficiently. 


The 

CharteredBank 

Organisatioii 



SEKAI-CB 260 
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They arc bound to crop up in this de¬ 
cade, which has been termed as “the 
development decade*'. “Smash the 
organised industries and Switch 
quickly over to agro-based industries*' 
is a very bitter economic pill prescribed 
for Nepal that is deeply in love with its 
sovereignty and independent economic 
policy. 

Let us now turn to Nepal’s visible 
imports. Table II presents the trend 
of increase in Nepal's imports from 
India and elsewhere. 

Following are ihc important facts 
revealed by Tabic II : 

(1) Nearly 97.1 per cent of Nepal’s 
imports till recently were from 
India. 

(2) The trade with Tibet was only 
about 0 9 per cent. 

(3) The imports from overseas 
countries was only about 1.7 
per cent. 

(4) The elfcct of the “E^xporl En¬ 
titlement Scheme” in raising Ne¬ 
pal’s import is very visible. 

(5) Sudden removal of thi s scheme 
without its more or less perfect 
substitute is bound to have ad¬ 
verse effect on the expo'rt trade 
of Nepal. 

(6) Imports of Nepal from overseas 
countries have increased from 
Rs2.1 million in 1956 to Hs40.0 
million in 1967-68. 

Nepal’s foreign exchange reserves, 
including gold, have increased from a 
mere Rs 51.4 million in 1957 to Rs 879.3 
million in 1970. The “boosting up” 
of exports is not merely a catchy phrase 
but by now a reality. The credit goes 
to the “Bonus Voucher Scheme” which 
up till now, of course, has not increased 
our productivity. But as we have de¬ 
clared the current decade to be a de¬ 
velopment decade, there is a strong pro¬ 
bability that otir exporters, who are en¬ 
titled to bonus vouchers, w'ill use the 
A^reign exchange in genuine investment. 


Table I 

DIRECTION AND VOLUME OF NEPAL’S EXPORTS 

(In millions of rupees) 


Fi.scal year 


To 

India 

To 

Tibet 

To 

Overseas 

Total 

1956-57 


93.4 

2.0 


95.4 

1957-58 


70.5 

2.8 


73.3 

1958-59 


116.7 

1.2 


117.9 

1959-60 


131.0 

0 4 

0.3 

131.7 

1960-61 


204 2 

0 6 

5.0 

209.8 

1961-62 


257.0 

1 3 

6.9 

256.2 

1962-63 


283.6 

1.6 

2.4 

287.6 

1963-64 


281.1 

6.2 

3.9 

291.2 

1964-65 


433.2 

5.4 

2.0 ■ 

440.6 

1965-66 


361.7 

4.6 

8.8 

375.1 

1966-67 

/ 

359.9 

5.6 

60.9 

426.4 

1967-68 


379.1 

4.8 

14.7 

397.2 


Table II 

IMPORT TRADE OF NEPAL 

(In millions of rupees) 

Fiscal year 

From 

India 

From 

Tibet 

From 

overseas 

Total 

1956-.57 

165 8 

2 0 

2 1 

169 9 

1957-58 

150 3 

0 3 

7 7 

158 3 

1958-59 

218.2 

1.4 

3.8 

223.4 

1959-60 

269.9 

2.8 

14.8 

287.5 


After being acquainted with the facts, 
let us now try to switch the spotlight on 
the pattern of trade relationship that 
should be there between India and Ne¬ 
pal which have age-old ties of friend¬ 
ship woven by the woof and wrap of 
geography, culture, religion and the 
gnawing problem of poverty, 1 think 
the following steps will help, 

(l|We should not try to hurt each 
other’s sentiment. For example, 
the unilateral decision by India 
to send its goods to Nepal 
after tlic expiry of tlic I960 
Trade Treal> has made a 


1960- 61 

1961- 62 

1962- 63 

1963- 64 

1964- 65 

1965- 66 

1966- 67 

1967- 68 


375.0 3.8 

439.7 4.8 
598.0 5.1 
595.6 7.1 

808.8 3.0 
763.5 7.3 
444.1 5 3 

431.9 


19.1 397.9 
444.5 
604.0 

1.9 604,6 

7.0 818.9 

11.2 782.0 

50.2 499.6 

40.0 477,8 


5.9 
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deep cut into our national psyche. 
Tbiif decision of Imlia is the cons¬ 
picuous demonstration of its 
economic superiority and geo¬ 
graphical advantages over a 
small nation. 

(2) Overland trading facilities that 
land-locked Nepnl badly needs 
at the moment must be provided 
so that it also gets the chance to 
diversify its direction of foreign 
trade. The test of pudding lies 
in eating. The mere declaration 
that India has given more facili¬ 
ties to Nepal than a land-locked 
country enjoys does not do much 
good. 

(3) Pinpricks given by the Indian 
authorities to the Nepalese ex¬ 
porters and importers of goods 
from overseas must cohie to an 
end. 

(4) A new trade treaty should be 
quickly concluded at the earliest 
possible to put an end to the 
uneasy situation prevailing at 
present. 

(5) The request made by Nepal to 
extend the treaty of 1^60 for» 
one year was deliberately neg¬ 
lected by India. Such an act 
merely creates unnecessary mis¬ 
understanding. 

(6) Deflection of trade cannot be 
checked by Nepal alone. Joint 
cflbrt in this direction is an 
imperative. To harp too much 
on deflection of trade from Nepal 
without paying heed to the fact 
that smuggling to the tune of Rs 
1,000 crores takes place every 
year in India is to try to tax too 
much the Nepdese administra¬ 
tion. It is equally important that 
deflection of trade from India 
based on the raw materials im¬ 
ported from Nepal also should 
come to a dead stop. 

(7) Nepal, which has already de¬ 
clared this decade to be a de¬ 
velopment decad , should try to 
court that pattern of develop¬ 
ment which is oriented towards 
agro-based industries. A clear- 
cut image of what major items 
should be exported to India from 
Nepal in this development de¬ 
cade ought constantly be kept 
before our mind. This way wc 
would benefit ourselves and bene¬ 
fit India too. 

(8) Indix at this stage should not 
lay too much stress on the ex¬ 
port of goods by Nepal based 

' exclusively on indegenoujr raw 


materials. Taking the raw matc- 
terials position and the stage of 
development of Nepal for what 
it is, India should show greater 
gesture of friendship and co¬ 
operation so that Nepal’s 
budding expon and import trade 
is not adversely alfccted. 

(9) Mixing of politics with Indo- 
Nepal trade relationship should 
not be encouraged. 

(10> The greater the generosity shown 
by India in conferingful! freedom 
of transit to Nepal the Sitronger 
will be the friendship between the 
countries. Any undue advantage 

RFC Neglects 


taken by India from Nepal's 
landlockedness is bound to 
create an abiding undercurrent of 
resentment in Nepal. 

The field of co-operation between 
India and Nepal for trade is vast. Any 
perceptible increase in the per capita 
and national income of Nepal can quic¬ 
kly lead to a doubling of its imports 
(both visible and invisible) from India. 
Nepal imports to the tunc of Rs 50 cro¬ 
res (both visibles and invisibles taken 
together) from India. Thi.s figure can 
double within a quinquennium if we 
get genuine co-operation from India to 
diversify our foreign trade. 

Small Units ! 


S- P. C- BHANDARI 


The economic development of a 
country depends on many variables, 
the important ones being political, eco¬ 
nomic and social. Of these variables, 
the economic variable, inter alia, deter¬ 
mines the pace of industrialisation. 
Industrialisation, in turn, depends on 
several factors, viz., men, money, ma¬ 
chines, materials and management. 
Out of them, finance or money has a 
decisive role to play in keeping the 
wheels of industry ever moving. Fi¬ 
nance provides the foundation on which 
alone the edifice of economic progress 
and prosperity can be built. 

An industry can be financed through 
several means, such as issue of shares or 
debentures, public deposits, ploughing 
back of profits, bank advances or loans 
from financial corporations, etc. Both 
the central and state governments have 
established financial corporations to 
cater for the needs of different types of 
industries. 

The Rajasthan Financial Corpora¬ 
tion was set up on January 17, 1955, 
under the provisions of Slate Financial 
Corporations Act, 1951, passed by 
Parliament. It started working from 
April, 1955, with an authorised capital 
of two crores of rupees. Since then it 
has shown profits every year. An 
attempt is made here to evaluate its 
performance since its inception. 

There has been a great expansion in 
the operations of the corporation since 
its start. As the corporation assists 
industries through loans, only the loan 
operations over a period of time 
and to different industries would be 
discussed. 

The corporation sanctioned and dis¬ 
bursed loans amounting to the extent of 
Rs 21.71 lakhs and Rs 11.78 lakhs, 
respectively* in 1959-60. It sanctioned 
and disbursed loans amounting to Rs 


69.79 lakhs and 62.16 lakhs, respec¬ 
tively, in 1968-69. As against the total 
sanctioned loans, since its inception, 
amounting to Rs 801.09 lakhs, only 
Rs 565.72 lakhs were disbursed. Thus, 
only 71 per cent of the sanctioned loans 
were disbursed. This gap between the 
.sanctioned and the disbursed loans need¬ 
ed to be filled. It was heartening that 
the corporation improved its perfor¬ 
mance in this regard in 1968-69 when 
90 per cent of sanctioned loans were dis¬ 
bursed as against 48 per cent in 1960-61. 
Table I (p. 690) shows the sanctioned 
and disbursed loans. 

As the corporation was established 
to assist medium and small-scale in¬ 
dustries, it has to be examined as to bow 
far it has succeeded in this objective. 
Since its inception and up to 1968-69 
the corporation has sanctioned 42 
per cent of its loans to small-scale 
units and 58 per cent to others. The 
coi*poration would do well to increase 
its assistance to the small-scale sector 
for which purpose it was primarily estab¬ 
lished. Table II (p. 690) shows that the 
small units were sanctioned only 49 
per cent of the amounts applied for as 
against 62 per cent of applied amounts 
in case of other units. 

Thus, it is evident that the corpora¬ 
tion has to improve its working so far as 
the financing of small-scale units is con¬ 
cerned. It should educate the small sec¬ 
tor about its procedures, working and 
requirements so that the latter may get 
the maximum benefit out of its total 
funds. 

The total loan amount applied for 
up to 1968-69 was Rs 1529,93 hkhs, but 
loans aggregating to only Rs 801.09 
lakhs were sanctioned, i.c. , 52 per cent 
of the laon amount applied fbr was sanc¬ 
tioned. This calls for a re-assessment of 
the corporations policies and proce¬ 
dures, on the one hand, and proper 
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understanding of its loan policies on 
the pan of applicants, on the other. 

The corporation has grantcdlo^ns to 
diiferent types of industries, working 
under diiferent managements, such as, 
co-operative societies, partnerships, 
private and public limited companies, 
etc. The total amount sanctioned in 
was Rs 69.79 lakhs. Out of this, 
as mucli as 30 per cent was sanctioned 
to public limited companies and one 
per cent to co-operative societies. Thus, 
almost one-third of the total sanctioned 
loan amount went to public limited com¬ 
panies and co-operatives. Both of 
them could have secured loans from the 
Industrial finance Corporation and 
the Rajasthan Financial Corporation 
could have utilised its funds for other 
concerns. T he share in the sanctioned 
loans during 1968-69 of sole proprietor¬ 
ships, partnerships and private limited 
companies was 13, 24 and 32 per cent 
respectively, as is clear from Table 111. 
The corfKiration should examine the 
possibility of increasing ks assistance 
I) s.dc proprietary concerns. 

Big Concerns Benefit 

The corporation is authorised to fi- 
rtance amounts ranging from Rs 15,000 
to Rs 20 lakhs. During 1968-69, the 
amounts sanctioned between Rs 2 
lakhs and Rs 10 lakhs constituted 82.5 
per cent of the total. During the same 
year loans sanctioned below one lakh 
of rupees formed only 7.1 per cent of 
the total. This is evident from Table IV. 
Since its inception, the total loans sanc¬ 
tioned above Rs 10 lakhs constitute 
20.7 per cent of the total. It is unfor¬ 
tunate that the major share of loans 
has gone to big concerns and the small 
units have had to go without the much- 
needed finance. During 1968-69, no 
single sanctioned loan exceeded Rs 10 
lakhs and yet the percentage of sanc¬ 
tioned loans under one lakh rupees 
remained almost the same. 

In earlier years loans exceeding Rs 
10 lakhs were sanctioned. During 1968- 
69 when this was not done, the corpora¬ 
tion would have done well il it had uti¬ 
lised tf\is opportunity to assist small con- 
cerrs with small needs instead of con¬ 
centrating on assistance to medium¬ 
sized industries. 

The corporation has made profit every 
year, yet there are many directions, as 
mentioned above, in which it has to 
improve its working. The corporation 
should, in particular, endeavour to 
maximise its assistance to the small 
industrialists with small needs. Libera¬ 
lisation of loan criteria, streamlining 
of procedures and education of the 
intending applicants about its modus 
operandi would go a long way in enabl- 
ing the corporation to accelerate the 
pace of industrialisation in Rajasthan. 
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Table I 

LOANS SANCTIONED AND DISBURSED 


(Rs lakhs) 


Year 

Amount Amount 

saentioned disbursed 

Percentage 

of 

sanctioned 

amoimt 

disbursed 

1960-61 


27.40 10.25 

48 

1965-66 


122.84 62.41 

51 

1968-69 


69.79 62.16 

90 

From inception to 1968-69 


801.09 565.72 

71 


Tabli: 11 



LOANS APPLIED AND SANCTIONED ACCORDING TO SIZE OF INDUSTRY 



(Rs lakhs) 

Size 

Amount Amount Percentage 

Percentage 


applied sanctioned of 

of 


for 

total 

amount 



sanctioned 

applied for 



loan 

and 




sanctioned 

Small 

794.57 

342.30 42 

49 

Others 

735.36 

458.79 58 

62 

Total 

1529.93 

801 09 100 

52 

Note: These figures pertain to the period from inception to 1968-69. 


Table III 



LOANS SANCTIONED CONSHTUTION-WISK 




(Rs lakhs) 

Kind of units 


Loans 

Percentage 



sanctioned 

of 




total 

Public limited cos. 


20.75 

30 

Private limited cos. 


22.36 

32 

Partnerships 


16.73 

24 

Sole proprietorships 


9.32 

13 

Co-operative societies 


0.63 

1 

Total 


69.79 

100 

Note: Figures relate to 1968-69. 




Table IV 



AMOUNT-WISE CLASSIFICATION OF LOANS 




(Rs lakhs) 

Range 

From 

Percentage 1968-69 Percentage 


inception 

of 

of 


upto 

total 

total 


1968-69 



Below Rs 25,000 

2.09 

0.2 0.20 

0.3 

Rs 25,000 to Rs 50,000 

15.69 

2.0 0.77 

1.1 

Rs 50.000 to Rs 1,00,000 

49.47 

6.1 3.95 

5.7 

Rs 1,00,000 to Rs 2,00,000 

68.46 

8.5 6.99 

11.7 

Rs 2.00,000 to Rs, 5,00,00(^ 

202.14 

25.2 19.88 

27.5 

Rs 5,00,000 to Rs 10,00,000 

297.06 

37.0 38.00 

55.0 

Rs 10,00,000 to Rs 20,00,000 

166.17 

20.7 Not 


—-4- 


sanctioned 
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FJ.C.CK annual session 

Accent on Productivity 


Inaugurating the 44th annual ses* 
^ion of the Federation of Indian Cham¬ 
bers of Commerce and Industry (FICCI) 
in the capital on April 10, the Prime 
Minister, Mrs Indira Gandhi, laid 
emphasis on productivity which, she 
said, was essential for the development 
of this country as a major industrial 
power. She said that the government 
had promised to hold discussions with 
leaders of trade unions and manage¬ 
ments to see how best productivity 
could be increased. 

The fact that there was always scope 
for an honesi diflerence of opinion re¬ 
garding the wisdom or otherwise of 
particular policies, was conceded by her. 
Mutual recrimination, she added, did 
not take the country far and as demo¬ 
crats all should function within a 
common framework which had the 
support of the people. Continuing, 
she said that no one, whether in govern¬ 
ment or outside, was infallible in his 
judgement. Every one could learn 
from other’s experience; that is why the 
government was always willing to listen 
lo the views of leaders of industry and 
business on economic, industrial and 
trade policies. The businessman, she 
said, had often complained against the 
encroachments made by the govern¬ 
ment though even today as much as 
85 per cent of the economy remained in 
the domain of the private sector. Many 
of the crucial decisons which moulded 
the economy were taken in the private 
sector. It was because of this that she 
was anxious for a proper understanding 
between the government and the private 
sector. 

Imbalances in Economy 

Regarding imbalances in the economy 
the Prime Minister opined that it was 
impossible to move simultaneously 
all along the front. Economic growth, 
she said, could not take place at the 
same rate everywhere in the country; 
nor could it be the same in all activities. 
Again, some imbalances emerged be¬ 
cause in retrospect the judgement of the 
government turned out to be faulty. 
There was thus the possibility of an 
inaccurate assessement of particular 
needs of the economy. The forecasts of 
even the best statisticians and experts 
often suffered from large margins of 
error. However, she drew attention to 
the imbalances which were deliberately 
created and were of irritating nature. 
Imbalances, she added, between sup|>ly 
and demand in the case of essentia! 
goods were sometimes created by artifi¬ 
cially starving the market or by a delibe¬ 
rate diversion of resources from required 


areas or uses of powerful groups and 
individuals for use elsewhere, Conced¬ 
ing the point that not all businessmen 
indulged in such activities she said that 
even a few instances were sufficient to 
create an adverse impression of the mind 
of the public and in such a situation, 
drastic remedies became necessary to 
restore some balance. 

Discussing the important question of 
price stability, she recognised the signi¬ 
ficance of the emphasis laid by business¬ 
men both on increased production and 
productivity and the linking of wages 
with prodnetivity as one of the effective 
means of maintaining costs and prices 
at reasonable prices. But she also listed 
the resistance encountered in the pro¬ 
cess of taking these measures for the 
sake of holding the price line. She 
cited the case of farmers who wanted 
higher prices for iheir produce even 
when unit costs had gone down as a 
result of increased yields. They would 
like the parities between farm produce 
and manufactured goods to shift to 
their advantage, she added. Simul¬ 
taneously the industrial workers wanted 
the rise in the cost of living to be neu¬ 
tralised so as to prevent any erosion 
in their standards of living. The indus¬ 
trialists also expected to be compensat¬ 
ed for every item of increase in cost. 

Viciousx Circle 

While ensuring satisfaction to all 
these groups, there was need to devote 
attention to the imperative necessity 
of increasing exports for which prices 
had to remain competitive in world 
markets. In her view, the procedure 
and practices of the Tariff Commission 
seemed to have sanctified the concept 
of price fixation on a cost plus basis. 
This vicious circle had to be broken, 
emphasised the Prime Minister. A 
critical scrutiny of costs and prices, 
she stressed, was essential if the price 
line was to be held. This could happen, 
in her view, only if there was all-round 
efficiency and if different sections of 
society moderated their sectional bar¬ 
gaining power. It was in this connec¬ 
tion that she had drawn attention to 
improvement in productivity, a re¬ 
ference to which has already been 
made. 

Regarding the decentralisation of 
powers in relation to industrial licen¬ 
sing, she drew attention to the large 
segment of industry which was already 
outside the scheme of licensing. The 
whole field of industry was not subject 
‘ to licensing. Large units which involved 
investment up to a crorc of rupees were 
outside the licensing procedures. That 


was a wide area in which the states 
could play an active role in industrial 
development. If the business com¬ 
munity desired that the states should 
license large units and allocate foreign 
exchange, she felt that certain basic 
factors were being ignored. “We have 
a national market. The development of 
industry and the allocation of foreign 
exchange must necessarily be fitted 
into an overall scheme of national 
priorities. How can this be achieved 
with the decentralisation of licensing 
and allocation of a scarce resource 
such as foreign exchange?” she asked. 

Making a reference to the speech 
made by the Finance Minister while 
presenting the interim budget in the 
Lok Sabha, the Prime Minister said 
that the government was intending to 
au^enl the scale of public investment 
which would supplement and strengthen 
the efforts of the private sector. If the in- ^ 
dustry put emphasis on growth, it would 
draw both sympathy and support from' 
the government. If, however, there was 
hesitation on the part of the private 
sector, the government might have lo 
encroach on what the private sector 
considered its territory. 

Better Distribution 

Referring to the remark made by the 
FICCI president that the government 
should devote more attention io pro¬ 
duction, the Prime Minister said that 
increase in production and belter dis¬ 
tribution should go together. In her 
view, any other course would lead to 
decline in production and the projects 
and schemes which the government had 
laid out carefully, would be engulfed by 
the despair of the masses. 

The Prime MinisSter agreed with Mr 
D.C. Kothari that some of the official 
procedures needed to .be streamlined 
and the government was looking into 
that aspect. At the same time, the Prime 
Minister felt that the controls imposed 
by the government were not for stilling 
industrial growth but for ensuring 
that such growth gave the maximum 
social benelU. 

The Prime Minister requested the 
business community to regard the 
government not as its adversary but as 
its friend. She said that the govern¬ 
ment wanted industrialists and business¬ 
men to prosper but that prosperity 
should not be at the expense of the 
general economic welfare but rather a 
by-product of it. 

Mr D.C. Kothari, President of the 
FICCI listed many plus points while 
reviewing the economic progress made 
by the country during the last 20 years. 
Food production faadgone up by 100 per 
cent while industrial prodution had risen 
by 200 per cent. Per capita income had 
improved by 1.3 per cent per year; 
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The level of investment, according to 
Mr Kothari, never matched our re* 
quirements. Since 1965, it had remained 
stagnant at around 12 per cent of the 
national income while the country need¬ 
ed to invest a minimum of 15 per cent 
to achieve a breakthrough. Mr Kothari 
was of the opinion that only when the 
level of investment had been raised to 
that level, this country could get the 
momentum to sustain a high level of 
activity for a continuous minimum in¬ 
come growth of six per cent with addi¬ 
tional job opportunities for five million 
persons every year. In addition to the 
imbalances which had risen in the 
economy Mr Kothari drew attention to 
the following problems: (a) The steady 
increase in* unemployment, (b) stagna¬ 
tion in production, (c) the ten¬ 
dency of prices to rise, (d) the demand 
for increased wages following higher 
cost of living, (c) exports not keeping 
pace with targets and (f) deterioration 
in the law and order situation, parti¬ 
cularly in certain parts of the country. 

Unemployment, Mr Kothari said, 
>\as the biggest problem facing the 
country. With the spread of education 
the number of educated unemployed 
had tended to increase. The large- 
sciile public works programmes which 
the government has started, were 
likely to absorb both unskilled and 
skilled personnel. This effort needed 
to be strengthened with schemes for 
better arterial and radial system of 
com mun icat ions, po wc r d ist ribut ion 
networks, canals and channels, and 
more houses and hospitals. 

Revolution in Cash Crops 

Discussing the green revolution in the 
country, Mr Kothari drew attention to 
the need for extending this revolution 
to cash crops. While this country 
had recorded a remarkable success in 
the evolution of new varieties of wheat, 
and, to some extent, in maize, not much 
headway had been made in the case of 
such crops as rice, cotton, jute and oil¬ 
seeds, Through increased production 
of these crops, the agro-industries in 
our country would progress further and 
our foreign exchange earnings would be 
augmented considerably. 

The increase in the population of ur¬ 
ban areas without simultaneous aug¬ 
mentation of houses and other civic 
amenities was a live source of unrest 
and indiscipline in the country. He 
drew pointed attention to the state 
of West Bengal where 30 per cent 
of this country's industry was concen¬ 
trated and where violence and indi- 
cipline were widespread. In Mr Kotha- 
ri^s view, tensions in urban areas needed 
to be reduced through massive pro¬ 
grammes of development. On behalf 
of the flCCr, Mr Kothari assured 
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the government that its constitu¬ 
ents would lend their full co-ope¬ 
ration to the government's pro- 
^ammes for the Control of popula¬ 
tion. Regarding the question of distri¬ 
butive or social justice, he opined that 
the welfare of the people could not be 
. promoted if production was stagnant. 
Production, according to him, needed 
to be increased all round and there 
should be no controversy about the 
proposition that growth of production 
should be intcr-linkcd with the spread 
of social justice. 

Rising Prices 

Commenting on rising prices, Mr 
Kothari said that they were due to 
production not keeping pace with 
demand, and demand had grown en¬ 
ormously due to increase in population, 
reinforced by improvement in purchas¬ 
ing power, particularly in rural areas. 
He suggested that a formula should be 
worked out in consultation with trade 
unions for relating at least some por¬ 
tion of the increase in wages directly to 
productivity. Though attempts had 
been made in this regard in the past, 
they had not achieved much success 
and most of the resolutions or discus¬ 
sions had remained only a matter of 
form. 

Mr Kothari criticised the controls on 
industry which, he said had come into 
being three decades ago during the 
war years. A number of new controls 
had been added since then. In his view, 
these controls had become cumbersome 
and complex. Granted that there might 
not be much scope for any fundamental 
or radical changes but within the frame¬ 
work of the law and rules as evolved, 
there was scope for simplification and 
quickening the process of licensing. At 
present, there is no need to get an indust¬ 
rial licence if the raw materials imported 
do not exceed three per cent of the ex¬ 
factory annual value of production. Mr 
Kothari was of the view that this per¬ 
centage should be substantially in¬ 
creased. He said that the government 
should not worry about the exchange 
spent on the import of raw material 
since it would be cheaper than the im¬ 
port of finished products. Mr Kothari 
put forward the suggestion that a cer¬ 
tain amount of foreign exchange as also 
certain powers of licensing should be 
allocated to the states so that decentra¬ 
lisation might help in sj^dier disposal 
of applications and quicker establish¬ 
ment and expansion of industries. He 
hastened to add that such decentrali¬ 
sation should not result in circating new 
imbalances or weakening in any way 
the overall policy of harmonious in- 
industrial growth. 

Discussing the functions of the public 
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sector undertakings^ Mr Kdtfaari ex¬ 
pressed the view that it Hvould be possi¬ 
ble to look forward to surpluses from 
public sector enterprises provided the 
requisite autonomy in their operations 
was forthcoming. In the same way, the 
surpluses from the savings of cor¬ 
porations in the private sector could be 
augmented and utilised for re-invest¬ 
ment in the businesses that generated 
them. Though the corporate segment^ 
both public and private, was smaller 
than the agricultural sector, it was this 
section of the economy which could 
provide the funds needed to strengthen 
the framework for sustained develop¬ 
ment. Regarding small-scale indust¬ 
ries, Mr Kothari expressed the view 
that this country had to make a delibe¬ 
rate effort to stimulate their growth; 
both the government and the large-scale 
units should assist the fomation of 
small-scale industries for manufactur¬ 
ing ancillaries and components. The 
large-scale units in our country could 
also render valuable service by deploy¬ 
ing their personnel to give production, 
marketing and financial advice to 
small-scale units. The goverment 
could also further strengthen the exist¬ 
ing institutions assisting the small- 
scale sector. 

Export Possibilities 

Discussing possibilities of exports, 
Mr Kothari recommended that this 
country should gear up its export 
policy and procedure “to take the fullest 
advantage of the opportunities which 
will come in the wake of the implemen¬ 
tation of the UNCTAD general scheme 
of non-reciprocal, non-discriminatory 
preference.” They were intended to in¬ 
crease the export earnings of a 
veloping country such as India, to 
promote industrialisation and to accele¬ 
rate the rate of economic growth. 
When the FICCl delegation visited 
Japan, the Japanese asked its members 
to think in terms of supplying industrial 
goods to Japan. The Japanese firms were 
willing to collaborate with this country 
in international tendering and in the 
setting up of industrial ventures in 
third countries. But the export dflfort 
of this country needed strong assis¬ 
tance from the institutional framework. 
Export credit, for example, had be¬ 
come an accepted feature of internation¬ 
al trade in recent years. Mr Kothari 
suggested that Export Import Bank 
should be set up which would be a 
dynamic agent to put both export and 
import trade on a sounder basis. 

Mr Kothari suggested that there 
should be a rapport between the govern¬ 
ment and the private sector. He said 
that rile development of the . count^ 
should be taken as an inte^al whole 
and not from any sectoral point of view. 
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Wbether developmeat took place is 
the private or tbe piri>lic sector, it haid 
to M for the welfare of the nation. 


To that extent the government, industry 
and business should get together in 
trying to solve proUems. 


The Resolutions 


The following four resolutions were 
passed by the Federation of Indian 
Chambers of Commerce at the 44th 
annual session held in the capital bet¬ 
ween April 10 and 12. 

Gradval Erosion of Normal Trade Chan¬ 
nels 

The trading community of India, 
which has a lopg and distinguished 
record of service to the nation, has un¬ 
fortunately become a target not only 
of misrepresentation and calumny, but 
also a victim of state policies in both 
foreign and internal trade. This is most 
unfortunate because independent tra¬ 
ders contribute to healthy functioning 
of country’s economy apart from earn¬ 
ing their own livelihood. 

With the base of their pursuits being 
continuously eroded through the work¬ 
ing of commodity controls, state trad¬ 
ing and the like, a large number of 
people have been thrown out of em¬ 
ployment and more are confronted with 
the same fate. Fresh displacement will 
take place consequent upon state trad¬ 
ing in cotton and jute, control over 
distribution and prices of drugs, etc. 
Ideas are also being mooted for state 
trading in other commodities like food- 
grains, oilseeds, etc., in some states. In 
addition there is the move to further 
extend state trading in the area of im¬ 
port trade. The situation is fraught with 
serious consequences because the coun¬ 
try is already faced with the immense 
problem of unemployed millions. 

The replacement of private trade by 
state trading has invariably resulted in 
a rise in price to the consumer, irregu¬ 
larity in supiSly, non-availability of the 
qualities and varieties of items and in¬ 
difference to consumers’ wishes. In 
the circumstances, the Federation urges 
upon government to reassess the social- 
cost and social-benefit of state trading. 
At the same time, the Federation wishes 
to impress upon businessmen to moder¬ 
nise their methods of operation to serve 
better the consumer and society as a 
whole. 

Towards Dynamic Industrial Growth 

By all accounts, industry in India has 
reached a certain state of maturity. 
Production is now diversified; conside¬ 
rable machine-building capacity has 
been installed; significant intermediate 
technologjr has been evolved; entrepre¬ 
neurship is more broad-based; new 
managerial ti^hniq^es are being adop¬ 
ted, All this cap take our industry to 
the next stage of i^wth both through 
the expansion and establishment of 


industrial units. We arc in a position 
to meet the growing demand of con¬ 
sumer goods, agricultural inputs and 
promote larger exports. 

Such vast potential for industrial 
growth is not being fully utilised; criti¬ 
cal shortages of intermediates and raw 
materials, both industrial and agricul¬ 
tural are being experienced; finance for 
industry is becoming scarce; power and 
transport bottlenecks have emerged. 
These are reflections of the imbalance in 
the economy and can be removed if the 
entire economy is conceived of as an 
integrated and organic whole. 

Both government and private enter¬ 
prise have to exert themselves fully to 
remove such imbalances. Entrepreneurs 
must avail themselves of the opportuni¬ 
ties that are available for expanding 
economic activity. This endeavour will 
help in supplementing the efforts of 
government to tackle the big problem 
of unemployment. 

It is important that there is comple¬ 
mentarity of industrial units of different 
sizes—large, medium and small-scale. 
The infrastructural facilities like power 
and transport should be ahead of de¬ 
mand, To attain these objectives, 
which according to the Federation is 
practicable, two essential conditions 
have to be fulfilled: 

Firstly, it is time to seriously consider 
to what extent the regulatory provisions 
which originated during the wartime 
three decades ago, and to which more 
have been added during recent years, 
stand in the way of imparting the re¬ 
quisite dynamism, and to what extent, 
therefore, they have to be revised. 

Secondly, it is imperative that both 
government and industry work together 
in an atmosphere of mutual trust and 
confidence towards finding ways of over¬ 
coming the problems and to place the 
development of industry on a sound and 
dynamic footing. 

Credit Facilities and Deposit Mobilisa¬ 
tion 

Industry and trade are increasingly 
finding it difficult to finance their opera¬ 
tions because of the rising prices of 
inventories and credit control. The 
Federation appreciates that the expan¬ 
sion of credit is essentially governed by 
the rate of growth of deposit mobilisa¬ 
tion and every effort need be made in 
this behalf. 

However, it is of the opinion that in 
a growing economy, v^ith resources yet 
to be en^gised, monetary expansion 
would have a positive influence on pro¬ 


duction. Towards this end the Federa¬ 
tion suggests;—* 

(i) Maintenance finance must be 
available to any productive unit. 
Such finance must not be denied 
merely on the ground of resource 
constraint, whether it is general 
or is limited to any particular 
bank. It may be considered in 
this connection whether a planned 
expansion of credit-base, on an 
annual basis, through refinance 
should not be ado|)ted to ease 
the situation that is obtaining 
generally. 

(ii) Every conceivable effort needs be 
made to ensure that the services 
of banks improve steadily and 
this must be given the highest 
priority by the state, especially 
after the nationalisation of major 
banking institutions. 

(iii) The government, being an im¬ 
portant participant in production 
and distribution, should agree to 
‘accept bills’ for supplies, and 
where that is not possible have a 
time-bound contract for pay¬ 
ment in every case so that rolling 
of funds is quickened. 

Hv) A forum for periodica] discus¬ 
sions as between the business 
and the monetary authorities 
should be established. 

(v) The Reserve Bank should re¬ 
consider its decision about the 
gradual elimination of credit 
facilities against stocks and 
shares, since this restriction, in 
addition to others is inhibiting 
smooth functioning of business. 

(iv) Where industries have suffered 
for reasons beyond their control, 
say, labour trouble, transport 
bottleneck, etc., special credi- 
facilities on soft terms should be 
made available on a very libera¬ 
lised norm. 

(vii) Industry and trade should also 
encourage banking habit among 
its business associates and its 
workers. 

Law and Order Situation 

Law and order situation has been a 
matter of public anxiety for some years 
now. Political ideology which preaches 
violence, taking advantage of the free¬ 
dom allowed by democracy, has been 
seeking to strengthen itself. Certain 
trade union leadership has encouraged 
violence, illegal strikes and go-slow. 
The number of man-days lost in 1969 
was over 19 million and indications are 
in 1970 it will exceed 25 million. Anti¬ 
social elements in this situation feeJ 
emboldened to indulge in activities to 
imperil normal social life. 

The situation in our eastern sector, 
particularly in West Bengal, is beset 
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with a number of political, economic 
and social problcm:!i. The economy has 
grievously suffered with industrial units 
either getting closed or not wording to 
capacity. Fresh investments, public and 
private, have not been taking place. The 
problems of this major state are indeed 
the problems of the whole of India. 

The Federation trusts that the new 
governments in West Bengal and at the 
centre will pool finances, talents and re¬ 
sources so that what has to be done is 
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done with expedition. In the opinion 
ot the Federation, there is reason 
to look forward to fruitful results, 
especially because the centre has gained 
considerable strength and stability 
after the mid-term elections. 

In this connection, the Federation 
would like to assure the authorities that 
businessmen extend their fullest co¬ 
operation to all measures which will 
help the maintenance of law and order 
and acceleration of economic activity. 


FICCI Awards, 1970 


To COMMEMORAIK 40 years of its 
existence, the Federation of Indian 
Chambers of Commerce and Industry 
instituted Awards in 1967 in recogni¬ 
tion of individual and corporate initia¬ 
tive in economic and social develop¬ 
ment. The underlying idea has been and 
is to inculcate a wider sense of social 
responsibility in business as well as 
other groups in the fields of agriculture, 
export promotion, family planning, 
industrial relations and research in 
science and technology. 

The jury consisting of Dr P.B. 
Gajendragadkar, Dr D.S. Koihari, Mr 
K.R. Damle, Dr Atma Ram, Mr R.G. 
Saraiya and Mr D.C. Kothari (Presi¬ 
dent, FICCI) decided to make the 
following Awards for 1970 which were 
presented by the Prime Minister, Mrs 
Indira Gandhi, on April 10, 1971—the 
opening day of the Federation's forty- 
fourlh annual session, in Vigyun 
Bhaviin, New Delhi. 

Agriculture: Indian Leaf Tobacco De¬ 
velopment Co.. Ltd. Calcutta 

The main contribution of the com¬ 
pany consists in pioneering the cultiva¬ 
tion of Virginia tobacco on Indian 
soil and the innovating of the Hue-cur¬ 
ing process. To this end, a research 
department has been maintained for 
over four decades; so also a training 
school. The main thrust of the activity 
is to carry out extensive surveys through¬ 
out the country on ditferenl facets of 
tobacco cultivation. The company 
has been providing inputs such as 
seedlings, fertilizers and peslicides to 
farmers on loans. A Master Farmers' 
Scheme has been launched to demonst¬ 
rate and propagate improved techni¬ 
ques evolved by the company. As a 
result, the production of Virginia 
tobacco has increased almost seven 
times between 1939-40 and 1968-69. 

Export Promotion: [Under this cate¬ 
gory two awards have been made.] 

1. Kamani Engineering Corporation 
Limited^ Bombay 

The corporation has made an im¬ 
pressive breakthrough in the export 
of transmission line towers and conduc¬ 


tors. During 1969-70, its exports aggre¬ 
gated Rs 46. 5 million, five times more 
than its own performance in 1968-69. 
Currently , it is executing a big turn-key 
project in Sudan valued at Rs 60million. 
It has also on hand a large package deal 
with Iran valued at Rs 180 million. The 
highlights of the corporation’s export 
performance have been the pioneering 
work that it has done in the export of 
transmission line towers from India. 
A small beginning was made in 1962 
when towers worth 1,500 tonnes were 
exported to New Zealand. This was 
followed up by a big effort as a result 
of which, Indian transmission towers 
found their way to Canada, Iran, 
Kuwait, New Zealand, Nigeria, the 
Philippines, Seychelles, the Sudan, 
Taiwan, Tanzania, Thailand, the Uni¬ 
ted Stales of America and the West 
Indies. Thus, a breakthrough was made 
in the developing countries; so also to 
the most sophisticated markets. The 
corporation has now been registered as 
an export house. Although for the 
present, it is handling only the products 
of its sister concerns, it has drawn an 
elaborate plan to offer its services and 
experience to various outside units, 
particularly small-scale industries, 

2. Tata Engineering & Locomotive 
Co, Ltd., Bombay 

The company hasestabli.shed a unique 
record in the field of export promotion. 
Its exports consist mainly of vehicles, 
excavators and spare parts thereof. 
Between 1967-68 and 1969-70, exports 
went up from Rs 12.8 million to Rs 
72.2 million. The achievement assumes 
special significance in the light of the 
fact that only in April 1969 TELCO 
started marketing its vehicles under the 
trade name of “TATA” instead of 
“Mercedes-Benz”. There were apprehen¬ 
sions that, as a result, TELCO will 
not be able to sustain the exports of 
previous years. Initially, a number of 
difficulties had to be faced: aggressive 
Japanese selling in Africa/ Middle 
East, West Asia and Far Bast; attrac¬ 
tive long-term and deferred payment 
facilities by competitors; flexibility and 
wide range of commercial vehicles 
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offered by others; higher freight rates. 
To get over all these, TELCO had to 
make a thorough study of new markets. 

Family Planning : Dr. A- B. Kar, 
Deputy Director General^ Drug Re¬ 
search Institute^ Lucknow 

• 

Dr Kar has been working behind the 
scene to help the country to mitigate, 
if not overcome, the massive problem 
of population explosion. He is not a 
man in the field; he works quietly in 
his laboratory, discovering chemical 
and non-chemical means of contracep¬ 
tion. He is a researcher whose work is 
well-known to the scientific world. Dr 
Kar has been engaged in research on 
fertility control and physiology of re¬ 
production for the past 25 years. He is 
the author of about 300 research papers, 
published in about 60 national and inter¬ 
national journals, and co-author of three 
monographs: Biology of Reproduc¬ 
tion, 1963; Intrauterine Devices: Phy¬ 
siological and Clinical Aspects, 1968; 
and Advances in Fertility Control, 1969; 
all published by the World Health 
Organization, Geneva. Since 1944, he 
has been investigating the genital effects 
of steroids in experimental animals and 
was able to demonstrate their antiovu¬ 
latory and antispermatogenic efleets 
long before they were actually used for 
family planning and birth control. 
Dr Kar carried out exhaustive studies 
on the effect of Enovid, the first oral 
contraceptive, on physiology and 
biochemistry of the genital organs and 
other endocrines of rhesus monekys, 
from birth to sexual maturity and was 
able to show the absence of any ad¬ 
verse influence of this contraceptive. 
Since 1963, he has been engaged in 
collaborative research on development 
of orally active post-coital contracep¬ 
tives or the so-called ‘morning-after 
piir for the female. Dr Kar holds joint¬ 
ly seven Indian and three US patents on 
chemical contraceptives, synthesised 
and bioevaluated. 

Research in Science and Technology: 
Indian Agricultural Research Institute, 
New Delhi 

The institute has pioneered the 
“wheat revolution” in India. A great 
deal of work has been done on the in¬ 
troduction, evaluation and popularisa¬ 
tion of the fertilizer responsive-dwarf 
wheats. Besides wheat* significant effort 
has been made in respect of maize, pul¬ 
ses, barley, oilseeds, fodder crops and 
horticultural crops. The same has been 
backed by excellent work in mutation 
research and agro-technology to ex¬ 
ploit the full yield potential of the crops. 
Systematic basic work in crop protec¬ 
tion technology conducted in the Insti¬ 
tute includes work on pest, disease and 
nematode control as also deveiojmient 
of new pesticides and formulations. 
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WINDOW ON THE WORLD 

Trade Barriers in Pharmaceuticals 

JOSSLEYN HENNESSY 


LONDON: 

I 

FREE TRADE AREA INITIATIVE 

The permanent delegates of the Euro¬ 
pean Free Trade Area countries and 
a representative of Liechtenstein signed 
in Geneva on October 8, 1970, a con¬ 
vention designed to remove obstacles to 
trade in pharmaceutical products. The 
convention will come into force 90 days 
after it has been ratified by five govern¬ 
ments. 1 give here the background to 
the convention and outline its main 
features. 

The rapid progress in medical and 
pharmaceutical science in recent de¬ 
cades has had a profound effect on the 
potency and sophistication of pharma¬ 
ceutical products offered on the market 
today. While contributing to ever- 
increasing standards of medical care, 
modern pharmaceutical products im¬ 
pose a considerable responsibility upon 
governments to ensure that the commu¬ 
nity is l ully protected against the hazards 
inherent in these new and powerful 
products. This responsibility to ensure 
safety and efficiency, and at the same 
time to avoid hindering the introduction 
of valuable new discoveries, is one which 
is internationally recognised and has 
resulted in the institution of official sys¬ 
tems of control adequate for current 
pharmaceutical production. 

Two Forms of Control 

Two forms of official control of phar¬ 
maceutical products are widely exer¬ 
cised. The first, registration or licensing, 
seeks to ensure by the submission of a 
new product to a variety of tests that the 
requirements of safety and efficiency 
appropriate to that class of product arc 
satisfied. Such a filtering procedure is 
not of itself sufficient, since chemical and 
physical methods of testing can no lon¬ 
ger guarantee, for example, the quality 
of sera and vaccines, nor can they 
determine that the product will through¬ 
out its production life consistently 
match up to the standard of the batch 
submitted for registration. The mainte¬ 
nance of consistent high quality in 
pharmaceutical products requires a 
continuing quality-control mechanism 
to be built into the production proce¬ 
dures of the manufacturer, and obliges 
the health authorities to monitor the 
performance of this mechanism in 
practice. 

Thus the second form of official 


control involves inspection of pharma¬ 
ceutical manufacturing plants by trained 
inspectors, who measure the standards 
of production against official norms to 
ensure that production continues in 
accordance with original specifications 
as registered and under appropriate 
conditions of safety and hygiene. This 
form of control, aimed at the mainte¬ 
nance of quality control by the manu¬ 
facturer, involves observance by the 
manufacturer of high standards of 
manufacturing practice and necessitates 
a cross-fertilisation of ideas between 
manufacturers and authorities, so that 
the standards employed keep pace 
with the innovations and the developing 
technology of industry. 

11 

WORLD-WIDE MARKET 

Because the market for pharmaceuti¬ 
cal products is world-wide, international 
trade has greatly increased in impor¬ 
tance not only for the pharmaceutically 
advanced exporting nations, but for 
those countries, such as India, where 
the need for such products is increasing 
as they seek to combat disease and better 
their standards of medical care. 

When it comes to importing 
pharmaceutical products, it is not 
surprising that countries, for reasons 
of prudence, seek to impose upon 
foreign imports the same . standards 
of control that they apply to 
domestic products. This means in 
practice a time-consuming duplication 
of testing procedures and constitutes a 
barrier to international trade in this 
important commodity. The solution 
to this problem is not to abandon na¬ 
tional control procedures, but to foster 
international co-operation in the field 
of standards. 

One possible avenue of advance in 
this direction is harmonisation of 
standards and controls through the 
medium of uniform legislation, so that a 
licence issued by the country of manufac¬ 
ture on commonly agreed teims could 
be accepted by other consenting count¬ 
ries. Experience has shown the practi¬ 
cal difficulties of reaching standards 
acceptable to countries at different levels 
ot technical development. Some pro¬ 
gress in this direction been achieved 
by international prgantsations, princi^ 
pally the World Health Organisation 
and the Council of Europe, but it 
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is clear that the measures adopted will 
require time before they are translated 
into the reality of application. 

Mindful of the conditions prevailing 
in the field of international trade in 
pharmaceutical products and of the 
objects of the Association as contained 
in Article 2 of the Stockholm Conven¬ 
tion, the EbTA Council in 1966 set 
up a working party on government 
regulation on pharmaceuticals. The 
mandate of the working party fell into 
two parts, one of which was concerned 
with whether there were barriers to 
trade in pharmaceuticals between the 
EKTA countries. The working party 
(whose report, issued in 1968, confirmed 
the existence of such barriers) bcjjan 
work on one identified trade barrier, 
namely, the problems connected with 
the import of pharmaceutical products 
when the adequacy of manufacturing 
conditions was not known to the im¬ 
porting licensing authorities. To ins¬ 
pect the manufacturing plants of the 
producer of each product submitted for 
licensing would be costly and time-con¬ 
suming, and in any case manufacturers 
in some countries are forbidden by law 
to permit the inspection of their plants 
by foreign inspectors. Such a procedure 
might impede internaiional trade in 
pharmaceuticals by encouraging fear 
of breach of confidence about secret 
manufacturing processes and develop¬ 
ments. The working party sought to 
overcome this deadlock by international 
agreement and received a favourable 
reaction from the EFTA Council in 
1967. 

A solution might have been found by 
agreeing, within the EFTA framework, 
on common standards of manufactur¬ 
ing practice with the aim of standardis¬ 
ing national inspection systems. The 
working party rejected this approach, 
because it would have involved consi¬ 
derable delay while national legislations 
were amended to enable inspections 
carried out in one country to be recog¬ 
nised in others. 

The EFTA Solution 

Instead, the working party took as a 
foundation the idea of “standing in 
each other*s shoes*’, and elaborated a 
scheme for the export of pharmaceuti¬ 
cal products which used, to the maxi¬ 
mum, the existing national institutions. 
National inspection systems and stan¬ 
dards would remain intact and national 
authorities would continue to inspect 
according to their own standards. 
If pharmaceutical products were 
destined for export, the national 
authority of the importing state 
would ask the national authority 
of the country of manufacture for 
information on both the general 
standards of manufacturing practice 



696 

in the producing Hrm and also 
the specihc standards of manufacture 
and control of the product in 
question. The information given intes- 
ponse will have been acquired in the 
course of an inspection, but if the in¬ 
formation is deemed insufficient by the 
national aulhoriiy of the importing 
state, or if the scope of inspection pre¬ 
vailing in the importing state is wider 
than that of the exporting coun¬ 
try, the national authorities of 
the importer could request further 
information by additional questions 
on those points not covered by the ins¬ 
pection system of the exporter. The 
national authority of the exporting 
country would provide this further in¬ 
formation, if necessary after a further 
inspection voluntarily undertaken. All 
the information accumulated would be 
given in a confidential report and would 
then be assessed by the national autho¬ 
rity of the importing country as if the 
report had been made by one of its own 
inspectors, and if satisfied vyiih the in¬ 
formation, would issue an import licence 
without further ado. 

A double safeguard of the interests of 
manufacturers is built into the scheme. 
In the first place, a manufacturer is en¬ 
titled to withhold conseul to the trans¬ 
mission of the whole or part of informa¬ 
tion by his national authority to that 
of the importing stale. In such a case 
the national authority of the importing 
state is notified and may treat the pro¬ 
duct concerned as one in respect of 
which full information has not been 
provided and therefore as one upon 
which a favourable evaluation is un¬ 
likely. Secondly, the information trans¬ 
mitted may be only that which is essen¬ 
tially associated with quality control, 
and this therefore excludes information 
on technical know-how, research de¬ 
velopment and financial and coinmercial 
matters. It is considered that by these 
means the' possibility of unlicensed dis¬ 
closure of confidential information has 
been eliminated. 

Ill 

NEW CONVENTION SIGNED 

The scheme was presented to the 
ETTA Council in March, 1%9, in the 
form of recommendations for a draft 
“Convention for the Mutual Recogni¬ 
tion of Inspections in respect of the 
Manufacture of Pharmaceutical Pro¬ 
ducts” and, after certain outstanding 
points had been settled by the Council, 
the ‘convention was signed on October 
8, 1970. 

The prime advantage of the scheme is 
that for domestic consumption it leaves 
intact national systems and national 
standards and, for products to be ex¬ 
ported, uses the exporting country’s 
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own system of inspection to provide the 
basic data on which the decision whether 
to permit importation will be made, 
quite properly, by the authorities of 
the importing country. .In this way the 
scheme can rapidly become a reality 
with a minimum of change in national 
legislations, although the convention 
does provide an 18-month period in 
which minor adjustments to legislation 
may be made. The scheme of the 
convention is such that it requires the 
buttress of mutual confidence in the 
standards of other inspection systems 
and, perhaps of more importance, of 
confidence in the persons who actually 
carry out the inspections, and who pro¬ 
vide the importing country’s national 
authority with the data upon which it 
is to make its evaluation. 

For thisreason. Article 8 of the 
convention provides for meetings 
to be held at least once a year 
between official or inspecstors of 
the national authorities in order 
to exchange experience on achieving 
elective inspections and promote the 
mutual training of inspectors, at all 
times within the framework of the cur¬ 
rent developments of other international 
organisations. This will ensure not only 
that, within time, the system within the 
signatory states will converge and effect 
a de facto measure of harmonisation, 
but also that the health system created 
does not become closed and inattentive 
to developments in other quarters. 

Accession by Invitation 

Although the signatory stales of the 
convention comprise only the EFTA 
countries (Austria, Denmark, Finland, 
Iceland, Norway, Portugal, Sweden, 
Switzerland, the United Kingdom, Bel¬ 
gium, France, West Germany, Italy, 
the Netherlands, Spain, the United States 
of America) and Liechtenstein, it is 
not the intention to limit participation 
to these stales. On the contrary. Article 
11 provides for the accession of other 
stales which have developed inspection 
system. Accession by invitation has 
been chosen because of the technical 
character of the convention. It envi¬ 
saged that an interested state should 
normally be invited to participate in the 
activities of the committee to be insti¬ 
tuted under Article 8 and, in its turn, 
to act as host to the officials of the na¬ 
tional authorities of the contracting 
states. 

^cause the EFTA governments, in 
their work on barriers to trade in 
pharmaceuticals, have not seen harmoni¬ 
sation of standards and controls as 
their immediate goal, it has bqpn possi¬ 
ble for them to reach agreement on this 
convention much more quickly than 
would otherwise have been possible. 
And the covention will not stand in the 
way of any harmonisation that may be 


achieved by international agreement 
with a wider geographical basis. Its 
importance is that the convention^ once 
ratified, Can immediately contribute to 
the removing of one particular barrier 
to trade in the near future. 

IV 

E.F.T A. AND E.E.C. 

After an undramatic six months, of 
preliminary skirmishing, the negotia¬ 
tions for British entry to the Commu¬ 
nity arc poised to advance into what 
should be the decisive last round. The 
Community's talks with Ireland, Den¬ 
mark and Norway, a step behind those 
with the UK, are quietly making solid 
progress. Now the Community is turn¬ 
ing its attention to the problems of the 
other members of the European Free 
Trade Association which are not seek¬ 
ing full membership: Austria, Sweden, 
Switzerland, Portugal, Iceland and 
Finland (EFTA’s only associate mem¬ 
ber) have formally entered the ring and 
started exploratory talks with the Com¬ 
munity. 

The positions of the six EFTA non¬ 
candidates differ widely. Four of them 
— Sweden, Switzerland, Austria and 
Finland -- arc neutral, while Portugal 
and Iceland are members of the North 
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Atlantic Treaty Organisation. Sweden 
is the only one that has not yet oomple- 
tdy rul^ out applying for full member* 
sMp; Portugal has asked for association, 
and the others want arrangements vary¬ 
ing from a flree-trade area to a customs 
union. 

All of them, hoiyever, are unanimous 
that, whatever the political map of 
Europe is to look like after the Com¬ 
munity’s enlargement, tariff barriers to 
trade must not be re-erected as EFTA 
fulfils its own innate death-wish. For 
the Scandinavians, in addition, there 
must be no weakening of the extremely 


close Nordic integration in other fields 
(such as the free movement of labour 
and the right of establishment) that has 
been painstakingly achieved in recent 
years. 

The Coammiity View 

The December, 1969, Hague summit 
communique stipulated that as soon as 
the negotiations with the candidate 
countries were opened, discussions 
would begin with other EFTA members 
which requested them on their future 
relations with the Community. These 
discussions are intended to solve prob¬ 
lems which enlargement would raise 


for those European states that ate not 
candidates for entry. 

The Community view — as stated by 
the Chairman of the Council of Ministers 
at the opening meeting with each «>uo- 
try — is that sotutions must not hinder 
the enlarged Conununity's autosomy, 
its common policies, its effectiveness 
and its devdopn^t prospects. Any 
agreements negotiated must renrect the 
international commitmrats undertaken 
by the two parties, for example within 
the framework of GATT, the Commu¬ 
nity has also expressed its determina¬ 
tion to prevent the creation of new 
obstacles to intra-European trade. 


earn increased rates of interest 
on smaii savings 

Higher interest rates announced by the 
Central Government "are now in force. 
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i) Single, Joint and Provident 
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the long run 

Switsorland^, Kuwait, 

CanadaNew Caledonia*. 
Italy*, Bahrain*, Pakistan, Argentina. 
Thailand*. Japan*. Burma, Hungary. 
Netherlands*. Germany*. Turkey*. 

Spain, Australia*. Portugal, Austria*. 

Fill*, Belgium, Egypt, Greece*. 

New Zealand*, USSR, Lebanon. 
Philippines*, Ireland, Denmark, 
Indonesia*, Poland, France, Cyprus. 

Finland. Ceylon*, Kenya, Saudi 
Arabia, Britain*, Israel. Yugoslavia. 
Norway, Chile, Tahiti*, Malaysia*. 

USA*, Cambodia, Jordan, 

Hong Kong*, Peru, Brazil. 
Luxembourg, Korea, Samoa, Jamaica. 
Sweden, Mexico*, Iran*, Bahamas*. 
Venezuela, Singapore*, Syria. 

\ye can help you go places. In markets wh^ 
the going prices are greatest. Provided 
you're there on time. Or get your Imports tt 
you fast, safer - from more places. 

But speed isn’t the only reason Qantas Air 
Cargo is better. It's more economlcah And 
Santas ground facilities are unequalled. We'i 
mechanised, palletised and rollerised. And 
flights to India are direct, with no delaying 
transhipment of goods. 

Qantas Air Cargo. Give it a fly. It's Australia 
But we sure get around. 

Wouln*t you like to make more? By spendii^ 
lees ? Ring Qantas. Or your Cargo Agent 
All Qantas ports - all others are Interline port- 
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Trade Winds 


STEERING GEARS FOR CARS 

For some years there has been a ban 
on the establishment of new units for 
the manufacture of ancillary items for 
autmobiles such as commercial vehicles, 
motor cars, jeeps, scooters, motor 
cycles, mopeds etc. Early in 1969, the 
position was reviewed and the ban on 
creation of new units was removed in 
respect of a few items of automobile 
ancillaries. The position was reviewed 
further in October 1969, in the context 
of the higher targets fixed for various 
types of automobiles during the fourth 
five-year Plan and it was expected that 
the demand for automobile ancillary 
items would alsorise further as a result 
of substantial increase in the produc 
tion of tractors, power tillers, diesel en¬ 
gines, passenger cars etc. in the country 
by the end of the fourth five-year Plan. 
After examining the applications re¬ 
ceived in response to the invitation, 
letters of intent have been issued to 
a number of parties for establishing 
adequate manufacturing capacity for 
practically all items except a few. To 
the latter category belongs “steering 
geap," in respect of which it has been 
decided to invite further applications 
for the sufficient number of applica¬ 
tions had not been received to make an 
adequate selection. Accordingly, par¬ 
ties interested in the establishment of 
new units for the manufacture of steer- 
ing gears have been invited to submit 
applications for industrial licences in 
the prescribed form, with complete 
particulars, to the union Ministry of 
Industrial Development and Internal 
Trade (Department of Industrial De¬ 
velopment). The last date for sub¬ 
mission of applications for licence 
under the Industries (Development and 
Regulation) Act, 1951, is May 31, 


HELP TO BACKWARD AREAS 

As part of a country-wide programme 
jor the promotion of industries in re¬ 
latively backward areas, it has been 
decided to select a few districts covering 
all the state and union territories ;to 
qualify for an outright grant or subsidy 
oy the centre. Such assistance will 
amount to one-tenth of the fixed capi- 
tal investment of new units having a 
total fixed capital investment of not 
more than Rs 50 lakhs each. Schemes 
anu projects for new units involving 
1 investment of more than 
> Ks 50 lakhs will be consider^ on merit 


it has been decided to select two 
districts each in the states of Andhra 
Pradesh, Assam, Bihar, Jammu & 
Kashmir, Madhya Pradesh, Nagaland, 
Orissa, Rajasthan and Uttar Pradesh 
and one district each in the remaining 
states and union territories for pro¬ 
viding such assistance. The districts 
selected so far for grant of subsidy arj: 
Assam: Goalpara, Mikir Hills; Bihar: 
Darbhanga (one more under considera¬ 
tion); Jammu 8 l Kashmir: Srinagar, 
Jammu; Kerala: Allcppey; Naf*alancl: 
Kohima; Mokokchung; Orissa: Kala 
handi, Mayurbhanj: and Uttar Pradesh: 
Ballid, Jhansi, In Madhya Pradesh and 
Rajasthan, the selection of two districts 
is yet to be finalised. 

CREDIT LIMITS OF BANKS 

With a view to ensuring greater 
flexibility in the procedure governing 
levy of cominilrnent charge by scheduled 
commercial banks in respect of the 
unutilised portion of credit limits, 
the Reserve Bank of India has made 
some changes in the procedure with 
elfect from April 1, 1971. The bank 
had earlier directed all the sche¬ 
duled commercial banks to levy, with 
elTect fiom April 1, 1970, a commit¬ 
ment charge at the rate of one per cent 
per annum in respect of the unutilised 
portion of credit limits of Rs 10 lakhs 
and above in order to impart a greater 
degree of discipline on the pari of 
borrowers in estimating their credit 
requirements and to assist in a more 
rational allocation of credit. For the 
purpose of levy, the unutilised portion 
of credit limit was deemed to be the 
difference between the maximum limits 
of utilisation during any quarter as 
indicated by the borrower and the aver¬ 
age amount utilised by him during 
the said quarter. It came to the notice 
of the Reserve Bank that this require¬ 
ment was causing some hardship to 
certain categories of borrowers. The 
bank has accordingly modified the pro¬ 
cedure on the following lines: (i) Banks 
may permit borrowers to indicate their 
.maximum requirement on a monthly 
basis, instead of on a quarterly basis; 
(ii) no commitment charge should be 
levied by a bank if the average monthly 
or quarterly utilisation does not fall 
short of 93 per cent of the maximum 
monthly or quarterly requirements in¬ 
dicated by borrowers. Banks are, how¬ 
ever, allowed to continue the practice of 
excluding withdrawals by parties in ex¬ 


cess of their indicated limits for the pur¬ 
pose of calculating the average utilisa¬ 
tion for the month or for the quarter as 
the case may be; (iii) no charge should 
be levied in cases where the drawings 
by parties exceed the indicated limits 
by not more than five per cent for a 
period not CKceeding one week. This 
change has been effected in order to 
bring about uniformity in the proce¬ 
dure for charging penal rates on excess 
diawings. The categories of credit 
limits to which the commitment charge 
does not apply will, however, continue 
unchanged. 

HINDUSTAN LATEX 

The Nirodh manufacturing unit, Hin¬ 
dustan Latext Ltd, completed two years 
on April 5. Set up in 19651 the factory 
produces condom (Nirodh) to meet the 
growing demand in the country for the 
safe and simple device for birth control 
without any need forclinical advice and 
services. The consumpti ju of condoms 
which was 25 million pieces per annum 
in I967-6K is expect ,d to be around 140 
million in 1970-71. The condoms pro¬ 
duced by Hindustan Latex arc compar¬ 
able with the best produced anywhere. 
Every condom produced is tested for 
pin-holes by fully automatic electronic 
testing machines. To meet the increas¬ 
ing demand for Nirodh, the Hindustan 
Latex h^vo decided to d.fub! 'their pre¬ 
sent production capacity of 144 million 
pieces of Nirodh per year by setting up 
one more factory of the present si/c. 

NEW CANADIAN LOANS 

Agreements for two Canadian deve¬ 
lopment loans worth Rs 30 crorcs (43 
million) were signed on April 7, 1971. 
One loan for Rs 28 crorcs ($ 40 million) 
will be used during 1971-72 to finance 
the import of industrial commodities, 
fertilisers and fertiliser materials. The 
second is a Rs two crores ( $ 3 million) 
line of credit for use by the Oil and 
Natural Gas Commis.sion. The loans 
are on the usual soft terms granted for 
all Canadian development loans to 
India during the last five years. They 
are repayable in fifty years, including a 
ten-year grace period and there arc no 
interest, service or commitment charges. 
These terms arc the softest available to 
India from any source. The agreemrents 
were signed by Mr Paul Gerin Lajoic, 
President, Canadian International 
Development Agency,and Dr l.G. Patel, 
Secretary in the Department of Econo¬ 
mic Affairs, Ministry of Finance. 
The Rs two crores( $ 3 million) line of 
credit will enable the Oil and Natural 
Gas Commission to secure many of their 
equipment, material and service re¬ 
quirements in Canada on a continued 
basic during the fourth five-year Plan* 
The equipment and materials will be 
used in the ONGC's continuing oil 
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exploration and development program¬ 
mes. As one of the world's Icadmg gas 
and oil producers, Canada has a tech¬ 
nologically advanced oil and gas equip¬ 
ment industry and is able to supply a 
wide range of exploration and develop¬ 
ment equipment. This is the second 
loan Canada has provided to ONGC. 
In 1969 a sum of Rs 1.4 crorcs ($ 2 
million) was made available for the pur¬ 
chase of oil wail casings. In 1964, a Rs 
84 lakhs (% 1.2 million) pant was also 
provided to the Commission for the 
of construction equipment. 

COCHIN REFINEPIKS 

Cochin Refineries Ltd has paid Rs 
68,78,614 to the union government as 
dividend for the year 1969-70. A 
cheque for this amount was presented 
recently by Mr C. R. Paltabhi Ra¬ 
man, Chairman of the company, to Mr. 
D.K. Chavan, Minister of Stale for 
Petroleum ^ Ch‘!‘miciL and Non- 
Ferrous Metals. The company has an 
equity capital of Rs seven crorcs, in 
which the central government’s share is 
Rs 3.7 crorcs, i.e., 52 per cent. This 
year's dividend, llicreforc, means a re¬ 
turn of 18.5 percent to the government. 
In addition, the government has earned 
Rs 7-39 crorcs in ihe form of non- 
rccovcrablc duties which, incidentally, 
arc not passed on to tlie consumers. 
The refinery has been on commercial 
production for the last four years. 
While accounts tbi the last year, 1970- 
71, arc yet to be finalised, in the first 
three years it has paid a total dividend 
of Rs 4,24 crores to its shareholders; 
the central gover .mcnt alone received 
over Rs 2.24 crores. 

HINDUSTAN STEEL 

The three main steel plants of Hindu¬ 
stan Steel during the financial year 
1970-71 produced 3.61 million tonnes of 
steel ingots and 2.64 million tonnes of 
saleable steel. Despatches from these 
plants amounted toO. 96 million tonnes 
of pig iron and 2.70 rillions tonne of 
saleable steel. During the year, the 
aggregate production of hot metal 
in the three steel plants of Hindus- 
stan Steel was 4,27 million tonnes. 
Plantwisc, production figures of ingot 
steel were 1.94 million tonnes in Bhilai, 
0.63 million tonnes in Durgapur and 
1.04 million tonnes in Rourkela. Pro¬ 
duction of saleable steel plantwisc was 
1.54 million tonnes in Bhilai, 0.41 
million tonnes in Durgpur and 0.68 
million tonnes in Rourkela. Production 
in Bhilai steel plant was the highest 
achieved in any year so far in respect of 
sinter, blast furnace hot metal, granu¬ 
lated slag, ingots produced and rolled, 
billets, merchant products, wire rods 
and total saleable steel Despatches of 
saleable steel during the year wer^ also 
the highest on record. Alloy steels 


plant during the year produced 50,600 
tonnes of ingot steel and 38,600 tonnes 
of saleable steel and despatched 33,500 
tonnes of saleable steel 

FERTILIZER CORPORATION 

The'five production factories of the 
Fertilizer Corporation of India at 
Sindri, Nangal, Trombay, Gorakhpur 
and Namrup attained a total production 
of 97 per cent of the target set for the 
year 1970-71 and 85 per cent of the ca¬ 
pacity. But for power restrictions, prin¬ 
cipally at Nangal and Garakhpur, 
which contributed to a loss of prodiic- 
ction of 35,000 tonnes of nitrogen, 
94 per cent of the capacity production 
would have been attained, Trombay and 
Namrup units attained an all-time high 
production, exceeding the previous year 
by nearly 20 per cent. Sindri exceeded 
previous year’s production whereas 
Gorakhpur would have exceeded but 
for power interruptions. After consis¬ 
tently good performance during the 
previous years, Nangal suffered badly 
entirely on account of power cut im¬ 
posed on it. The total sales for FCl 
at about Rs 80 crorcs represent approxi¬ 
mately 25 per cent increase over the past 
year. Trombay had un all-time record 
sales at about Rs 31 crore:.—an in¬ 
crease of 40 per cent over the previous 
year. Overall profits of the corporation 
before interest but after depreciation 
were over Rs five crorcv 

COFFEE OUTPUT 

Coffee production in 1970-71 has 
been estimated to have totalled 95,000 
tonnes, an all-time record. The previ¬ 
ous record was 78,000 tonnes in 1967-68. 
The Coffee Board is making special 
arrangements for storage and curing to 
meet the additional output. The bum¬ 
per crop has resulted in liberal releases 
of coffee in the internal market, resulting 
in reduced prices for the consumer. It 
has been estimated that earnings from 
coffee exports will be Rs 25 crorcs this 
year as against Rs 20 crores last year. 
The board has also undertaken a crash 
programme for developing the ‘coffee 
habit’ among people, not accustomed 
to this beverage. The board will open 
modern and well-equipped coffee 
houses in various parts of the country. 
The first of these will be opened in 
Patna shortly. 

SMALL DRUG UNITS 

Small scale drug manufacturing units 
have been given certain exemptions 
from the provisions of the Drugs 
(Prices Control) Order, 1970. For the 
units with an investment of less than Rs 
7.5 lakhs in plant and machinery, it 
will not be necessary to obtain the 
approval of the central government 
before marketing a new pack of any of 
their existing formulations. They will, 


however, have to see that whenever a 
larger pack is introduced, its price is 
less than the total price one will have 
to pay for purchasing the same quantity 
in smaller packs. In case of a new pack 
smaller than the existing one, the price 
will be fixed^ pro-rata*on the basis of 
the price of the existing pack. The 
central government, however, will have 
to be informed within a week of the 
marketing of a new pack as to how the 
price how been fixed. Among the small 
scale units, those with a turn-over of 
less than Rs five lakhs in the last 
accounting period have been further 
allowed to market their new formula¬ 
tions or increase the retail price of an 
existing one without prior approval of 
the government. But, again, the go¬ 
vernment must be provided, within a 
week, the details of how the prices 
have been fixed. 

WITHDRAWAL OF RS09 TRACTORS 

TheGajxrat A^ro-lndustries Corpor- 
tion Ltd, after discussions with the RS09 
Tractor Owners’ Association, has 
agreed to withdraw the tractors and 
replace them with new ones. Three 
hundred and twenty-three out of 478 
RS09 tractors were sold to the farmers 
out of which approximately 163 have 
so far been modified by the corporation 
under the supervision of GDR techni¬ 
cians posted in Gujarat. No pressure is, 
however, being brought by the RS09 
Tractor Owners’ Association or the cor¬ 
poration on any farmer who is satisfied 
with the tractor, to return the same. 

TARIFF ON CLOTH IN U.K. 

Mr L.N. Mishra, union Minister of 
Foreign Trade, stated in Rajya Sabha 
recently that the British government 
had announced on July 22, 1969 their 
intention to introduce from January 
I, 1972, a tariff on imports of cotton 
textiles from Commonwealth preference 
area including India, on the lines pro¬ 
posed earlier in a report of the British 
Textile Council On cotton cloth, the 
main item of export from India, the duty 
would be about 15 per cent ad valorem. 
From January 1, 1972 the existing gene¬ 
ral quota system would also be termi¬ 
nated. Under the existing arrangement, 
India has a bilateral quota arrangement 
with the UK for the export of her cotton 
textile. This country further enjoys 
duty-free entry and a margin of prefe¬ 
rence of 171 per cent is guaranteed to 
us under the Indo-UK. Trade Agree¬ 
ment of 1939. The UK is the largest 
single market for our cotton textiles and 
our annual foreign exchange earnings 
through exports of cotton textiles to 
UK has been, on an average, about Rs 
Rs 21 crores. The proposed change in 
import regime in UK would affect our 
export of cotton textile very 
adversely on account of tariff being 



raised on oiir textiles fibtn iserd 
to iSpereeni.theWHteral nuota^tem 
being dkme awey widi and also duty¬ 
free ant^ss' being continued to certain 
other ocnintrles. Mr Mishra added that 
recently this country had received a 
request froin the British government to 
release them from their obligations re¬ 
garding textiles under the Indo-UK 
Trade Agreement bf 193*). TTiis country, 
he pointed out. asked for official level 
consultations in the matter. He hoped 
that these consultations would lead to a 
mutually acceptable solution of the 
problem. 

L.I.C. 

The Life Insurance Corporation has 
recorded a significant rise in its new 
business for the year 1970-71, with a 
total business of Rs 1,303 crores as 
against Rs 1,036 crores. The increase 
works out to Rs 267 crores as against 
Rs 106 crores and Rs 8S crores in 1969- 
70 and 1968-69 respectively. The 
total number of policies issued during 
the year was 1.62 million as against 
1.40 million in 1969-70 registering an 
increase of 221,000 policies or 
15.8 per cent. The western zone has 
continued to occupy the first position 
since 1967-68 in sum assured. In 
percentage, the central zone has re¬ 
corded the maximum increase of 37 per 
cent. During the year, the corporation 
has broken fresh ground in its socio¬ 
economic role through its investments. 
Its total investments for 1970-71 ex¬ 
ceeded Rs 268 crores, an increase of 
over Rs 40 crores over the preceding 
year. As against fresh investment of 
Rs 64.03 crores and Rs 30.23 crores in 
the central and state government 
loans respectively during 1969-70, 
the UC invested over Rs 86 crores and 
Rs 41.5 crores in 1970-71 under these 
two heads, an increase of Rs 33.5 crores. 

S.T.C. 

The State Trading Corporation is 
chalking out a new strategy to in¬ 
crease exports by entering into direct 
collaboration with marketing houses 
in various countries. Its exports 
next year are planned to be increased to 
Rs 90 crores. Releasing the provisional 
accounts of the Corporation for the 
year ending March 31. 1971 Mr P.L. 
Tandon, chairman, said that the STC’s 
profits a^r tax could not come up to the 
budget^ figure of Rs 4.90 crores. They 
were likely to be only Rs 2.44 crores, 
mmnly bemuse, of the govnnment’s 
pricing policy with regard to soyabean 
oil and tallow whose prices had gone 
w in the intematkmal mailcet while 
the internal $ale prices were pegy^ 
down at last year’s levels. Another reason 
ws the increase in export losses which 
had goiw up to Rs 5.5 OKjres against the 
budget figure ofRs 50 lakhs only. Next 
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year , however, expoit losses were ex¬ 
pected to be reduced to Rs 1.69 crores. 
The STC's total turnover in 1970-71 
was provisionally stated to be Rs 215 
crores against last yearns Rs 163.10 crores. 
The increase was miiidy in larger im¬ 
ports which had gone up to Rs 140 crores 
against Rs 102.60 crores last year. 
Imports Were expected to go up further 
to Rs 175 crores next year. Exports^this 
year had abo gone up to Rs 70 crores 
against Rs 55 crores last year and were 
expected to go up to Rs 90 crores next 
year. Mr Tandon said that 1970-71 was 
a good year. Exports rose by 27 per 
cent and imports by 37 per cent. In 
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1971-72 exports were expected to rise 
28 per cent and imports by 25 per 
cent. 

NAMES IN THE NEWS 

Mr G.N^. Rnbortson, T,D., a former 
Deputy Chief Representative of the 
Burmah Oil Group of Companies in 
India and a Director of Oil India L^.d 
(since its incorporation in February 
1959 to August 1968), has assumed res¬ 
ponsibility for dealing with the group's 
operations in India, Pakistan and 
Australia in the London office of ih^ 
Burmah Oil Company at the executive 
level. 
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PANYAM CEMENTS 

Mr T.S, Sundaram, Chairman, Panyam 
Cements and Mineral Industries Ltd, 
made a pointed reference to the existing 
arrangement of pricc-cum-freight pool¬ 
ing which alone could cncoura^ in¬ 
vestment in the backward areas in the 
field of cement. Addressing the annual 
general meeting of the company, he 
added that^he most important factor 
regarding the location of the cement fac¬ 
tory in a backward area was the availa¬ 
bility of raw material resources. Mr 
Sundaram stated that cement grade lime¬ 
stone was not available in the backward 
regions in economic deposits within 
easy access to the railway line. In order 
to establish new capacity, he stated, 
price control was necessary to give ade¬ 
quate protection and reasonable return 
on capital to entrepreneurs. Consider¬ 
able investment was required for bene- 
heiating the limestone or for transport¬ 
ing it over the difficult terrain and over 
long distances. He added that it was this 
system of pooling that has encouraged 
the establishment of somcliighcosl units 
in backward areas. 

Mr Sundaram indicated that net pro¬ 
fit, including the tax credit towards 
excise duty rebate of Rs 13.75 lakhs, was 
Rs 46.31 lakhs which was lower than 
Rs 49.4 lakhs during the last year. He 
pointed out that the main reason for 
the setback was the substantial in¬ 
crease in costs. The new third dry pro¬ 
cess unit continued to face teething 
troubles and it did not work to its rated 
capacity. The raw mill particularly 
could not work up to its capacity and 
along with the kiln the raw mill had to 
be frequently stopped to carry out 
necessary modifications. The chairman 
stated that the cost of coal freights, 
goods and alerviccsalso contributed to a 
decline in profits. -The company how¬ 
ever proposed to maintain its dividend 
at 12 per cent. With the inauguration 
of third plant on January 29, 1970, the 
company had completed its 10 years of 
progress starting with a unit of 200 
tonnes per day to its present capacity of 
1,100 tonnes per day of clinker. 

' Talking about the transport problems, 
Mr Sundaram stated that yard 
facilities were quite inadequate at 
some important centres. He added that 
the planning of the railway facilities 
had also been lopsided in the sense 
that certain facilities had been develo¬ 
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ped at^ places such as Kharagpur yard 
where matching traffic was not likely 
to materialise Tor two to three decades. 
While at other places facilities for trans¬ 
port were inadequate even to meet the 
requirements of the present time. Talk¬ 
ing about the export performance of 
the industry, Mr Sundaram stated that 
a quantity of 1,61,000 tonnes of cement 
was exported. This low quantity of 
export was because of high ocean frei¬ 
ghts, non-availability of shipping space 
and limitations of port handling capa¬ 
cities, he added. 

SYLVANIA AND LAXMAN 

Sylvaniaand LaxmanLtd has shown 
good results for the year ended Septem¬ 
ber 30,1970. Sales have increased from 
Rs 176 lakhs in the previous year to 
Rs 262.75 lakhs. The gross profit has 
increased three-fold to Rs 39.41 lakhs 
from Rs 14.42 lakhs. After providing 
Rs 7 84 lakhs for depreciation and Rs 
18,000 for development rebate, the net 
profit is Rs 31.39 lakhs against Rs 
7.05 lakhs. Maiden dividend has been 
paid at the rate of six per cent in equity 
shares. Mr Laxman S. Agarwal, chair¬ 
man; stated at the annual general meet¬ 
ing that both the coils and leadwire 
plants of the company had been in¬ 
stalled and in fact some production of 
filaments had already been made. The 
installation of fluorescent powder ma¬ 
nufacturing equipment was also in an 
advanced stage and was expected to be 
completed within the next few weeks. 

DELHI CLOTH MILLS 

The directors of Delhi Cloth and 
General Mills Ltd have proposed an 
interim equity dividend of five per cent 
on the increased capital, including the 
bonus shares issued recently, for the 
year ending June 30. 1971. The interim 
dividend will absorb Rs 87 lakhs. It 
may be recalled that the company has 
recently obtained the sanction of the 
authorities to issue four bonus shares for 
live shares held by capitalising Rs 7.73 
crores. This will increase the equity 
capital to Rs 17.39 crores. The DCM 
proposes to expand the capacity of the 
Kota fertiliser unit by 50 per cent and 
an application for permission is still 
pending before the central govern¬ 
ment. Disclosing this. Mr Bharat 
Ram, Chairman of the DCM, stated re¬ 
cently that the company was also plann¬ 
ing to set up a nylon plant at Madras 


Afifil K. 

as a subsidiary to the DCM. He hoped 
aa a{q>lication for the same wotdu be 
cleared soon. Mr Bbwret Ram di^ 
located the talk of redodng the price of 
tyre cord and stated that the Tariff 
Commission report was now about two 
year old and it had no relevance to the 
recent rise in cost. The industry, he 
said, could not accept such a proposi¬ 
tion because it would reduce the pro¬ 
fitability of the units. 

» 

SHAMA ENGINE VALVES 

Shama Engine Valves Ltd proposes 
to enter the capital market on April 19 
(o offer for public subscription 97,500 
equity shares of Rs 10 each and S,2S0 
(9.3 per cent) cumulative redeemable 
preference shares of Rs 100 each. The 
issue has been fully underwritten. The 
additional capital will be required for 
financing the expansion programme. 
The company has been given permission 
by the union government to raise its 
present production capacity of 600,000 
valves annually to 1.4 million valves. 
The expansion will involve a total capi¬ 
tal expenditure of Rs 50 lakhs. 

ELPRO INTERNATIONAL 

Elpro International Ltd has recorded 
during the IS-month period ended De¬ 
cember 31, 1970, fairly good perfor¬ 
mance which has been confirmed by the 
recent declaration of a maiden equity 
dividend of Rs 10 for the year. The 
company’s gross profit for the period 
has touched Rs 38.48 lakhs from Rs 
19.54 lakhs for the year ended Septem¬ 
ber 30,1969. There was an increase in 
sales to Rs 2.61 crores from Rs 1.50 
crores. The company’s net profit works 
out to Rs 22.73 lakhs after providing 
Rs 13.13 lakhs for depreciation and 
Rs 2.62 lakhs for development rebate 
reserve. The directors have set apart 
a sum of Rs 2.36 lakhs to write off 
preliminary and share issue expenses 
and Rs 42.379 to nuetralise the loss 
brought in. The balance of Rs 11 .‘45 
lakhs has been transferred to the general 
reserve. The proposed dividend, the 
whole of which will be exempt from tax, 
claims Rs 8.50 lakhs. The sale of alloy 
magnets and X-ray products improved 
during the period under review. ’The 
company has received a letter of intent 
in respect of its application for expand¬ 
ing its capacity for the manufacture of 
intensifying screens from 2,640 pairs 
to 7,500 pairs per year. 

ANTIFRICnON BEARINGS 

The directors of the Antifriction 
Bearings Corporation Limited have re¬ 
commended a higher dividend of 12 per 
cent for the years 1970 against 10 per 
cent paid previously. The company’s 


Gimpany Affairs 
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sales hftve increased to Rs } . 30 crores 
flrom Rs 1 <05 crores. Its groM profit is 
up from Rs 32.63 lakbs to Rs 45.89 
lakhs. After providing Rs 15.31 lakhs 
for depreciation, Rs 2.25 lakhs for de¬ 
velopment rebate reserve and Rs 15.50 
lakhs for taxation the net profit is Rs 
12.83 lakhs. From this. Rs 12.80 
lakhs has been transferred to general 
reserve. The proposed dividend will 
claim Rs 7.20 lakhs and will be paid 
from general reserve. The company has 
embarked upon an expansion pro¬ 
gramme raising the capacity from 
464,000 bearings to one million bear¬ 
ings per annuti. The capital outlay on 
the proposed expansion of Rs 4 
crores will be financed from internal 
resources and borrowings. The ex¬ 
pansion is to be completed by the 
middle of 1972. After the expan¬ 
sion is completed its turnover in the 
current year is expected to be around 
Rs 1.60 crores. 

DEVIDAYAL CABLE 

Devidayal Cable Industries Ltd has 
improved its working during the year 
1970. The company’s sales have gone up 
to Rs 5.20 crores during the year under 
review as against Rs 4.02 crores in the 
previous year. After providing Rs 
8.95 lakhs for depreciation and Rs 
8.76 lakhs for taxation the net profit 
earned by the company amounts to 
Rs20.20 lakhs as against Rsl3.72 lakhs 
for the previous year. The directors have 
recommended the payment of dividend 
on equity shares at the rate of Rs one 
per share, same as in the previous year. 
The company expects to show still 
better results for the year 1971. It has 
expansion plans on hand. 

SHIPPING CORPORATION 

The Shipping Corporation of India 
has signed a contract with the Hindus¬ 
tan Shipyard for the construction of 
five modem cargo liners, each with a 
capacity of 13.400 tonnes deadweight 
for a total value of Rs 20 crores. The 
contract was signed recently in Bombay. 
These liners are to be delivered between 
1972 and 1973. The corporation has so 
far taken delivery of 22 vessels built at 
the Hindustan Shipyard. Including these 
five, as many as seven vessels are on 
order with them for delivery in the next 
three to four years. 

ADARSH CHEMICALS 

The directors of Adarsh Chemicals 
Ltd have proposed to issue bonus 
shares in the ratio of two shares for 
every five ^res held. They have also 
proposed an equity dividend of Rs 10 
per share for the 16 months ended 
December 31, 1970, The company had 
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skipped the equity dividend for the year 
ended August 31, 1969, 

aPLA 


The directors expect a portion of the 
^vidend to be free of tax in the hands 
of shareholders. 


The Chemical, Industrial and Phar¬ 
maceutical Laboratories Ltd has re¬ 
ported a profit of Rs 3.13 lakhs for the 
year ended October 1970 against Rs 
2.49 lakhs in the previous year after 
providing Rs 3.82 lakhs for taxation, 
Rs 2.83 lakhs for depreciation and Rs 
46,687 for development rebate reserve. 
Appropriations include Rs 50,000 for 
gratuity reserve and Ra 2.63 lakhs for 
general reserve. Sales were Rs 1,53 
crores against Rs l. 34 crores in the per¬ 
vious year. The directors have proposed 
a dividend of Rs 8 per share to be 
paid out of general reserve. 


MODELLA WOOLLENS 

The directors of the Modella Woollens 
have proposed a dividend of 10 per cent 
for the year ended December 31, 
1970 The company has earned a gross 
profit of Rs 29.25 lakhs against Rs 
22.97 lakhs a year before. After provid- 

n® depreciation, 

Rs 4,000 for development rebate re¬ 
serve and Rs 10.40 lakhs for taxation, 
‘s lakhs against 

After adjustments, Rs 
6.58 lakhs has been transferred to gene¬ 
ral reserve and Rs 2.53 lakhs to reserve 
for exempt profit reserves. The pro- 
poKd dividend will claim Rs 6.50 lakh.s 
and is to be paid from general reserves. 


BINNY LIMITED 

The directors of Binny Limited, Mad¬ 
ras, have skipped the dividend fbr the 
year 1970, the first full year of its work¬ 
ing after the amalgamation in 1969. 
Its gross profit had declined to Rs 11.59 
lakhs from Rs 175 lakhs. After pro¬ 
viding Rs 122.98 lakhs for depreciation 
there is a net operating loss of Rs 11.39 
lakhs against a profit of Rs 60.96 lakhs. 
After providing Rs 31.05 lakhs for de¬ 
velopment rebate reserve the loss for 
the year amounts to Rs 142.44 lakhs 
against a loss of Rs 6.32 lakhs in the 
previous year. 

NEW BANK OF INDIA 

The New Bank of India Ltd has re¬ 
ported significent growth during the 
year ended December 31, 1970. when its 
deposits went up to Rs .31.92 crores 
from Rs 22.26 crores, an increase of 
over 43 per cent, and advances in¬ 
creased by Rs 4.26 crores to Rs 18.52 
crores Reserves and carryfor ward 
amount to Rs 48.99 lakhs which is over 
three times the amount of the paid-up 
capital. The directors have recommen¬ 
ded a dividend of 20 per cent which was 
being maintained since 1969. The bank 
opened 19 new branches during the 
year, making a total of 69 banches. 


RECORDS AND STATISTICS 
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Company Meeting * 

MADRAS RUBBER FAaORY LIMITED 



Meeting MR. K. m. CHErian 

I have great pleasure to welcome you to the Tenth Annual 
General Meeting of your Company. 

We are meeting just after the most eventful election that 
our country has had since independence. Let me ofier on 
behalf of the company and on my own behalf our humble 
felicitations and hearty congratulations to Mrs. Gandhi in 
whom the whole country has confided its destiny. Like¬ 
wise I would like to offer our felicitations and congratula¬ 
tions to Sri- Karunanidhi and his team in whom Tamilnadu 
has reasserted its conhdence. The key note of these elections 
according to me is stability. What the country today needs 
is stability of Government levels, Centre and State. I am 
confident, as no doubt all of you are, that with this set-up 
the progress of India as a whole and Tamilnadu in particular 
is in for a state of accelerated development. 

WORKING RFJSULTS: 

The directors’ report and audited accounts for the year 
ended 30th September, 1970, have been in your hands for 
some time now and with your permission J shall take them 
as read. Production, Sales and Profits of the Company re¬ 
gistered substantial increases during the year consistent 



with our usual performance. Sales increased by 20%, 
viz: from Rs. 20.33 crores to more than Rs. 24 crores. Net 
profit recorded an increase from Rs. 94.25 lakhs to Rs. 
100.82 lakhs. The increase in the net cash generation has 
been from Rs. 147,89 to Rs. 173.24 lakhs. 

The Directors are pleased to recommend the payment of a 
dividend of 12% on the paid-up capital of the company as 
on 30-9-1970. 

EXPANSION: 

The balancing equipment received and installed during the 
year has resulted in additional capacity which has contributed 
to the higher production during the year. Part of the ma¬ 
chinery in respect of our substantial expansion has already 
been shipped. Efforts are being made to expedite the ship¬ 


ment of the remaining macbineiy so that the expansion of 
our capacity from 3,60,000 to 6,10,000 tyres and tubes can 
be completed in 1972. 

BICYCLE TYRES: 

The production of Bicycle tyres has commenced from Ist 
March, 1971. The production will be gradually increased. 
INDUSTRIAL PRODUCTS: 

Production of Brake Chamber Diaphragms has also been 
taken up from February 1971 and they are now undergoing 
field tests. 

SUPPLY MEETS DEMAND: 

The tyre shortage felt by the market in November/De¬ 
cember last year was the cumulative effect on go-slow and 
strike conditions in some of the tyre factories. T^e position 
has since changed to one of supply meeting demand, with 
the factories now fully in operation. With the concerted 
efforts of all tyre companies, effective steps have been taken 
to ensure fair distribution of tyres so that our products reach 
consumers at company’s approved prices. 

EXPORTS: 

During the year under review, our exports have exceeded 
Rs. 58 lakhs. Our exports of tyres go to more than thirty 
countries and prominent among them is the U.S.A. where 
we arc now exporting a wide range of tyres. It has only been 
through sustained efforts on our part since the inception of 
our factory that we have been able to obtain tWs level of 
export performance. We have taken export as a deep 
commitment to our country and we shall spare no effort in 
furtherance of this commitment. 

I had emphasised in my last year’s speech that it is of 
great importance to foresee problems in the field of exports. 
In this connection, I have to report a problem arising from 
the ban imposed by the Government on export of nylon 
tyres to U.A.R. 

International tyre companies with whom we have to com¬ 
pete in the U.A.R. market have completely changed over 
from rayon to nylon and in many cases to polyester, fibre- 
glass and steel cords in preference to nylon. In a situation 
such as this, supplies of rayon tyres will put us at a severe 
competitive disadvantage in the U.A,R. I am confident 
that this will receive the Government’s full consideration. 

RESEARCH & DEVELOPMENT: 

Last year I touched on the necessity to continue technical 
collaboration agreements in view of the importance of gett¬ 
ing technical know-how from the collaborators on a continu¬ 
ous basis. Owing to the vital importance of this subject, 
specially from the point of view of our export markets, I 
would like to once again emphasise that there is no effective 
alternative to the continuous technical know-how now re¬ 
ceived from the collaborators. In the applied research area 
of tyre technology, tyre units in India are making consider¬ 
able progress. At the same time it is clear that it is advan¬ 
tageous for our country to receive on a continuous basis from 
advanced countries the benefits of original research done by 
them in tyre technology. The amount of expenditure in¬ 
volved in original research of tyre technology is colossal. That 
is why in a large country like the U.S.A. there are only about 
10 independent tyre companies, as only economically-sized 
unitspan afford to incur such a large expenditure on research. 
As against this we already have 8 units in this country and 
with the addition of 12 new units we will have 20 tyre factories 
in India. Even granting that resources, men and expertise 
can be found in India for taking up such origin^ reseat^ it 
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wiU still be a highly uneconomic proposition, as the total 
ptoditbtion of tyres in India—representing only 2% of the 
total U.S.A. production—^is not large enough to warrant 
sudi expenditure. This is why even developed countries 
such as Japan, Italy, etc., are still depending on original 
research done in other countries like the U.S.A. 

It is also a fallacy to presume that as a country develops, 
its technical fee payments should come down. This is amply 
demonstrated by me example of Japan whose royalty pay¬ 
ments are increasing substantially every year. What is, 
therefore, necessary is a rational approach to the subject, 
keeping in mind the importance of our export markets where 
our position will be weakened if we do not keep pace with 
the latest technological development in tyres. 

PROSPECTS: 

The working of our company for the first five monms bas 
been quite satisfactory and if the same trend continues, our 
results for the current year will be better than that of the previ - 
ous year.__ 


COLLABORATORS: 

We are indebted to our technical collaborators. The Mans¬ 
field Tire & Rubber Co., Ohio, U.S.A., and their President 
Mr. James H. Hoffman for the technical help that they have 
continued to give us and for assisting us, without any reser¬ 
vations, to find export markets even in their own country. 
CONCLUaON: 

With deep sorrow I have to report that Mr. C. Rama- 
subban, our Director nominated by I.F.C., passed away early 
this year. In him we had a counsellor of matured and varied 
experience. 

This year will mark the 25th year of Madras Rubber Fac¬ 
tory which started as a partnership concern. Starting as 
a toy balloon manufacturer, MRF has grown into what 
it is today—a major tyre producer. 

Today I remember with gratitude all our retreader friends, 
tyre dealers, consumers, bankers, financial institutions and 
suppliers for their close co-operation. 1 thank the workers, 
staff, management and my colleagues on the. Board for theirfi 
contribution to the development of your company. 


ACID PLANTS? 


'M 



P ft D CAN SET THEM UP FOR YOU 


Planning & Development DivL* 
Sion, which has over the years 
developed a wide range of pro¬ 
cess know-how, offers you Its 
experience and expertise for the 
setting up of 

O Suiphurfe Acid Plants 
O Ntirifi Acid Plante 
O Pheepherie Acid Planta 
P 4 O It Will versed in the plann¬ 
ing, dasign. englnaarlng procure¬ 
ment, Installation and commle- 
slonlng of thoea plants. With 
mors than 20 yaare of esporlenee 
in tha running el euoh plants, snd 
more than 10 years of osporfonco 


in the design and inetallatlon of 
plants such as these, it has 
developed the ability to locate 
and solve the problems of running 
units, speedily. This experience 
is passed on to the customer 
without any charge. Acid plants 
sat up by P 4 D, therefore, assure 
the vital benefits of low capital 
investment, low operating costs, 
high on ^eam factor, high con¬ 
version efficldney and imnimum 
foraign exchange. 

It was P 4 D'e engineera who 
dbelgned and constructed the 
world's iargoat Nitric Acid Plant 


(1000 tpd) of Its kind at Rourketa 
10 years ago and since then they 
have never looked back. P 4 D is 
presently engaged In the plann¬ 
ing, design, engineering, cons¬ 
truction and commissioning of 
10 major projects Involving more 
than 0000 million rupees. 

Apo^iJsff/A-re//ance in 
fjXff ferf/Z/atr 

JmX/ i•ehnc^oty 

THE PLANNINC 
A DEVELOPMENT DIVISION 

C.I.P.T. Btdldln,., P.O. SIndft 
Oisl. Ohsnbad, BIhsr. 
TeletfS41/44(4hsria) 
drams: 'PLANOCV* Sindri 
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RECORDS AND STATISTICS 

Census of India, 1971 

If. 9 


The 1971 decennial census enumera¬ 
tion of the population of India was 
carried out from March 10 to April 
3, 1971. The census reveals the profile 
of the country’s population as at sunrise 
on April 1, 1971, 

The total population of India (pro¬ 
visional) was 546,955,945. The country’s 
population recorded ten years ago at 
the 1961 Census was 439,072,582. Thus 
in the decade 1961-71, the population 
grew by 107,833,363. indicating a 
growth rate of 24.57 per cent, as 
against the previous decadal growth 
rate of 21.5 per cent. 

The 1971 Census figures should give 
a shot in the arm to the family planning 
programme. The population revealed 
by actual count at the census has been 
less by 14 millions than the officially 
projected population figure of 561 
millions. The assumption made by the 
expert committee on population pro¬ 
jections of the very rapid fall in death 
rate appear to have been over-optimistic. 
The impact of family planning would 
also seem to have been imperceptibly 
more than what was expected. 

Table \ gives an overall picture 
of the size, density and growth of 
population of the country since the 
turn of the century, 

Statewise Distribution 

Table II on page 707 gives a compa¬ 
rative picture of the distribution, den¬ 


sity and growth rate of population 
among the states and union territories. 

Area 

The first six states in the order of 
ranking of area are (1) Madhya Pra¬ 
desh (444.000 Km*), (2) Rajasthan 
(342,000 Km*). (3) Maharashtra 

(308,000 Km*) (4) Uttar Pradesh 
(294,000 Km*), (5) Andhra Pradesh 
(277,000 Km*), (6) Gujarat (196,000 
Km*). 

Population Size 

The states that take the first six 
places in order of population size are: 

(1) Uttar Pradesh (88,299,453); 

(2) Bihar (56,387,296); (3) Maharashtra 
(50,295,081); (4) West Bengal 

(44,440,095); (5) Andhra Pradesh 

(43,394,951); (6) Madhya Pradesh 

(41,449,729). 

While the first three stales kept up 
the same ranking as in 1961; West 
Bengal moved up from 5th rank in 
1961 to 4th in 1971 at th expense of 
Andhra Pradesh. Similarly, Madhya 
Pradesh moved up to the 6th place over¬ 
taking Tamil Nadu. 

Density of Population 

If the union territories were not taken 
into consideration, the following are 
the first six more thickly populated 
states in that order (1) Kerala (548 per 
Km*), (2) West Bengal (507 per Km*). 

Table I 


(3) Bihar (324 per Km*) (4) Tamil Nadu 
(316 per Km*), (5) Uttar Pradesh (300 
per Km*), (6) Punjab (268 per Km*). 

The national average density is 182 
persons per Km*. 

Among the union territories the first 
three places are taken by (i) Delhi 
(3723 per Km*) (ii) Chandigarh (2254 
per Km*), (iii) L.M. & A. Islands (994 
per Km)*. 

Growth Rate of Population 

Among the states, the following show 
the highest growth rates of population 
during the decade 1961-71 in that order. 

(1) Nagaland (39.64 per cent), (2) 
Assam (33.51 percent), (3) Haryana 
(31.36 per cent), (4) Jammu & Kashmir 
(29.60 percent), (5) Madhya Pradesh 
(28.04 percent), (6) Rajasthan (27.63 
per cent). 

Among the union territories the first 
three places are taken by (i) Chandi¬ 
garh (114.36 per cent), (ii) A & N 
Islands (81.11 per cent), (iii) Delhi 
(52.12 per cent). 

Sex Ratio 

India’s total population is made up 
of 283.055,987 males and 263,899,958 
females. It well be seen that the total 
number of females is much smaller 
than males. Thus the sex ratio of India’s 
population is unfavourable to females 
there being only 932 females per 1000 
males. While the sex ratio in India’s 
population even in the past has invari¬ 
ably been unfavourable to the females, 
it is distressing that it has further de¬ 
teriorated from 941 in 1961 to 932 in 


THE SIZE, DENSITY AND GROWTH OF POPULATION FROM 1901 


Year 



Total 

population 

Decadal 

variation 

of 

population 

(+)or(-) 

Decadal 

growth 

rate 

per cent 
(+)or(-) 

Density 

of 

population* 
(per km*) 

Progressive 

growth 

1 




3 

4 

5 

-- 

1901 



238,337,313 

— 

_ 

79 


1911 



252,005,470 

+13,668,157 

+5.73 

84 

+5.73 

1921 



251,239,492 

+765,9778 

—30 

84 

+5.14 

1931 



278,867.430 

+27,627,938 

+11.00 

93 

+17.01 

1941 



318.539.060 

+39,671,630 

+14.23 

106 

+33.66 

19511 



360,950,365 

+42,411,305 

+13.31 

120 

+51.45 

1961 



439.072.582 

+78,122,217 

+21.64 

146 

+84.22 

1971 



546,955,945 

+107,883*363 

+24.57 

182 

+129.49 


^Density for the years 1901 to 1971 have been worked out excluding the area and population of J&K and NEFA. 
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1971. Table III indicates the sex ratio 
in the population of different states. 

The shortage of females in India’s 
population, is sought to be explained 
as due to a higher mortality among 
women due to the strain of child bearing 
and resultant mortality at reproduc¬ 
tive ages, a general neglect of females 
children as well as of the adult females. 

The only states and union territories 
that show an excess of females over 
males are Kerala (1019 females per 
1000 males) and Dadra and Nagar 
Havcli(1007). 

The detailed tabulation of the census 
data may give an indication of the ex¬ 


THE STATE-WISE 


tent to which migration has been a cont¬ 
ributing factor , in tlK imbalance of 
sexes in some of these regions. The 
west, south and east coastal districts 
as well as the group of hill districts in 
the north-west region of Uttar Pradesh 
which have constantly shown an ex¬ 
cess of females have apparently been the 
contributing areas of male migrants 
to other regions. 

Literacy 

India’s total population recorded an 
overall general literacy rate of 29.35 
per cent as against 24.03 percent re¬ 
corded in 1961. The literacy rate of 

Table II 

DISTRIBUTION AND GROWTH RATE 


male population in 1971 was 39.49 
and of female population 18.47 per 
crat, the corresponding percentages in 
1961 were males; 34.45 percent and 
females; 12.95 per cent. It may be noted 
that in working out these percentages the 
total population indicating the young 
age group of 0-4 has been taken into 
consideration. The age break-up of the 
population will be available only after 
detailed processing of data. Though 
the literat^ rates in 1971 are higher than 
in 1961, it is obvious that there is still 
a large ground to cover . Still 70 per 
cent of the population is illiterate. The 
literacy among the females is appall¬ 
ingly low still. 


OF POPULATION 


India/State/Union Territory 

Population 
in 1971 

Area in 
OOtfkm* 

Density of 
population 
per km® — 

Decadal growth rate 
of population 

1961-71 1951-61 

Growth rate 
of population 

1901-1971 

1 

2 

3 

4 

5 

6 

7 

INDU 

546.955,945 

3,200" 

182 

24.57 

21.64 

129.49 

States 

Andhra Pradesh 

43,394,951 

277 

157 

-1-20.60 

415.65 

4127.60 

Assam 

14,857,314 

100 

149 

-1-33.51 

435.06 

4340.19 

Bihar 

56,387,296 

174 

324 

-f21.38 

4-19.77 

4106.44 

Gujarat 

26,660,929 

196 

136 

-f-29.21 

426.88 

-1-193.15 

Haryana 

9,911,165 

44 

225 

-f31.36 

433.79 

4115.68 

Himchal Pradesh 

3,424,332 

56 

62 

-1-21.76 

417.87 

-1-78.32 

Jammu & Kashmir 

4,615,176 

222* 

— 

-f29.60 

49.44 

4115.73 

Kerala 

21,280,397 

39 

548 

-1-25.89 

4 24.76 

4-232.70 

Madhya Pradesh 

41.449,729 

444 

93 

-1-28.04 

424.17 

-f 145.84 

Maharashtra 

50,295,081 

308 

163 

-1-27.16 

423.60 

4159.36 

Mysore 

29,224,046 

192 

152 

-1-23.90 

421.57 

4-123.86 

Nagaland 

515,561 

17 

31 

-f39.64 

414.07 

4407.69 

Orissa 

21,934,827 

156 

141 

-f24.99 

419.82 

4112.90 

Punjab 

13,472,972 

50 

268 

-1-21.00 

421.56 

-1-78,57 

Rajasthan 

25,724,142 

342 

75 

4-27.63 

426.20 

4149.89 

Tamil Nadu 

41,103,125 

130 

316 

-f22.0I 

411.85 

4113.4 

Uttar Pradesh 

88,299.453 

294 

300 

-1-19.73 

4-16.66 

481.59 

West Bengal 

44,440.095 

88 

507 

-1-27.24 

432,80 . 

4162.34 

Union Territories & Other Areas 

A &N Islands 

115,090** 

8.3 

14 

-fM.ll 

4105.19 

4366.92 

Chandigarh 

256,979 

0.1 

2,254 

-fll4.36 

4-394.13 

4-1,069.84 

Dadra & Nagar Haveli 

74,165 

0.5 

151 

-4-27.95 

-f39.56 

4205.46 

Delhi 

4.044,338 

105 

3,723 

-1-52.12 

452.44 

-f896.59 

Goa, Daman & Diu 

758,180 

3.8 

225 

-1-36.78 

45.14 

468.90 

L.M &A Islands 

31,798 

0.03 

994 

-1-31.90 

414.61 

4129.04 

Manipur 

1,069.555 

22.4 

48 

4-37.12 

-K35.04 

4275.99 

Meghalaya 

983,336 

22.5 

44 

-1-32.02 

425.97 

4191.81 

NEFA 

444,744 

NA 

. . 

4-32.14 

. . 

. . 

Pondicherry 

471,347 

0.5 

982 

4-27.71 

416.34 

491.33 

Tripura 

1,556,822 

10.4 

149 

■4"36.32 

478.71 

4798.21 


‘"Includes area under illegal occupation of Pakistan and China. 
"""Excluding Jawar and Sentinel. 
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Table III 

POPULAnON, SEX RAHO (FEMALE PER 1000 MALES) 


India/Slatc/Union Territory 


Population 197] 


Sex ratio 


Total 

„ Mates 

Females 

1971 

1961 

1 

2 

3 

4 

5 

6 

INDIA 

546,955,945 

283,055,987 

263,899,958 

932 

941 

States 






Andhra Pradesh 

43.394,951 

21,944,826 

21,450,125 

977 

981 

Assam 

14,857,314 

7,813,565 

7,043,749 

901 

871 

Bihar ‘ 

56,387,296 

28,839,524 

27,547,772 

935 

994 

Gujarat 

26,660,929 

13,771,613 

12,889,316 

936 

940 

Haryana 

9,971.165 

5,317,149 

4,654,016 

875 

868 

Himachal Pradesh 

3,424,332 

1,735.106 

1,689,226 

974 

938 

Jammu & Kashmir 

4,615,176 

2,452,661 

2,162,515 

882 

878 

Kerala 

21,280,397 

10,538,873 

10,741,524 

1,019 

1,022 

Madhya Pradesh 

41,449,729 

21,352,291 

20,097,438 

941 

953 

Maharashtra 

50,295,081 

26,024,146 

24,270,935 

933 

936 

Mysore 

29,224,046 

14,910,851 

14,313,195 

960 

959 

Nagaland 

515.561 

275,359 

240,202 

872 

933 

Orissa 

21,934,827 

11,028,036 

10,906,791 

989 

1,001 

'Punjab 

13,47,972 

7,192,305 

6,280,667 

873 

854 

Rajasthan 

25,724,142 

13,442,056 

12,282,086 

914 

908 

Tamil Nadu 

41,103,125 

20,772,549 

20,330,576 

979 

992 

Uttar Pradesh 

88,299,453 

46,896,648 

41,402,805 

883 

909 

West Bengal 

44,440,095 

23,488,244 

20,951,851 

892 

8/8 

Union Territories & Other Arens 






Andaman & Nicobar Islands 

115,090 

70,005 

45.085 

644 

617 

Chandigarh 

256,979 

146,888 

110,091 

749 

652 

Dadra & Nagar Haveli 

74,165 

36,949 

37,216 

1007 

963 

Delhi 

4,044,338 

2,244,290 

1.800,048 

802 

785 

Goa, Damnn & Diu 

857,180 

431,025 

426,154 

989 

1071 

L.M &A Islands 

31,798 

16,062 

15,736 

980 

1020 

Manipur 

1,069,555 

539,101 

530,454 

984 

1015 

Meghalaya 

983,336 

503,351 

479,985 

954 

953 

NEFA 

444,744 

233,154 

211,590 

908 

894 

Pondicherry 

471,347 

236,850 

234,497 

990 

1013 

Tripura 

1,556,822 

802,509 

754,313 

940 

932 
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“Enongli international 
business has been lost 
because buyers and sellers 
doif t know each otheif 


You get a substantial order. 

Good. 

But it comes from a firm you 
hardly know. In a city 6,500 km 
away. 

Not so good. 

You hunt around for credit 
information, but the best you can 
find is superficial and out of date. 

Now what ? 

Ask American Express Inter¬ 
national Banking Corporation. We 
have a worldwide network of 48 
hrnnehes and subsidiaries in 17 
countries. 

So we can do a lot more than 
handle the mechanics of a trade, 
hor one thing, we can help you 
gauge an importer's credit. 

Even if he's 6,500 km away— 
in let's say Salonica, Greece. If 
you banked witJi us, we could have 
our people in Salonica call on your 
potential customer. Look him over. 
Make inquiries around town. Then 
fell you what wc find. 


Our report could help you 
avoid a costly mistake. Or lead to 
a profitable sale you might other¬ 
wise have passed up. 

Of course, credit information 
is not the whole story'. We can also 
tell you about a country’s trade 
regulations. Political and economic 
conditions. Exchange controls. And 
local business practices. 

All of which can be a big 
help in judging the potential 
proficability of a customer. 

When you decide to ship an 
order, we can advise you on the 



best method of trade financing. 
And on the most advantageous 
plan of currency exchange. 

Often, wc can arrange the finan¬ 
cing without recourse to you. 
Because our worldwide network 
enables us to check on the impor¬ 
ter's credit. 

Wc cover major countries in 
depth. Three oflkes in Holland. 
Four in Greece. Six in Italy. Six 
in Germany. Plus correspondent 
banks in hundreds of places we 
haven’t got to yet. The whole vase 
system is at your disposal. 

Which brings us to our philo¬ 
sophy of international bunking. 
Wc don’t think it's enough just to 
help you do business. Wc want to 
help you do it profitably, Wc want 
to be your foreign trade consultant 

You see, we’re one of the fc^^ 
international banks around that 
docs nothing but intcrnationul 
banking. So sve try awfully hard 
to do it well. 


American Expiess Iniernaiional Bdiikinfi Corpor.i(ion ha« 4H branches and subsidiaries handlinn; all types of banking traps,iclionv 
all over the world. We’re tn these major financial centers: Calcutta, Bomb.iy. New Delhi, Amsierdam. Athens (2), B.isle." Hi emeu. 
Brussels. C.inncs, Chittagong. Dacca, D}uksrfs. OiiijeWorf, Florence. 1 rankfurt, Geneva, The Hague. H.imbnrR. ffeidelberg. 
Hong Kong, Karachi. Kowloon (2). Lahore. Lausanne, London. Lucerne. Lugano, Milan, Monte Carlu. Munich. Naples Nice. 
Okinawa <2). Paris 12), Piraeus. Koine. Rotterdam, Salonica, Taipei, Tokyo, Venice (2), Vienna, Zurich. International Head¬ 
quarters: 65 Broadway, New York, New York. 
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Aaitiitaa Express tateraatlonal ButUnc CorptratlM 





Pan Am, the world’s most 
experienced airline, now offers 
the year’s most exciting bargain 
a 21-day Budget Tour of the USA 
for only $ 774* You see more. 

Spend less. (Normal round trip fare 
to New York $ *^28) 

Pan Am makes this possible by flying you with 
a group to the USA and back. (And we will 
arrange the group). With a deal like this, you 
almost can’t afford to stay at home. 

What you get for your money 
A round-trip economy jet fare from New Delhi, 
transfers from airport to hotel and back, hotel 
accommodation,sight-seeing tours of NewYbrk, 
a special dinner at *A Taste of India’ restaurant 
and opportunities to take side trips from New 
York at reasonable rates. The total price of the 
tour? $ 6SS (Rs. 4913) for air fare and $119 
for land arrangements. Fabulously inexpensive! 
And part of the way we will fly you on our 
fantastic 747 Super-jet. And that’s something. 


We’ve flown over one million and a half passen 
gers on our 747s already. 

Call yonr Pan Am Travel Agent 
Your Travel Agent is an expert. He’ll give you 
all the details of Pan Am’s Budget Tour of the 
USA. And give you all the assistance you may 
require. Or, fill in the coupon below and mail 

^SMject to Government approval. Fares quoMKl^ baseif^ 
on Group Inclusive Tour Rates. 


Pan Aimriean World Airways 

^ Chandralok 
^ 36Janp8th,NewD6lhi.1 

Plaaso send ma more information on 
^ Pan Am'a Budget Tour of ttia USA 


Name.. 

i. Addraaa.. 


World’s most experienced airline 


7^ Nationality.,^^__ 


¥ 

— -N 

.* 

'***** ^ 

..♦ 

♦ 
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Judicial vision of necessity takes into account the wisdom of the past, the 
experience of the present and the directions of the future. To compel it to put 
on the blinkers of popular reaction, actual or contrived, to litigated problems, is 
to denude it of all the principles it stands for. 

H- C. SHAH 

Ex-Chief Justice of the Supreme Court of India 
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FROM OBSCURITY TO SECURITY 
IN ONE DECADE 



Twenty years ago. NRC came to Mohone is the throbbing NRC township housing 
as a trespasser from another \\t)rltl. Mohone 8()0() people, with hospital, school, play- 
was forest land with a few village huts, grounds and gardens, and contributing in 
Then as the location of the NRC c anplcK good measure to India’s economic growth 
of industries, Mohone was stirred from its as well. 

long yawn of centuries to he ci'iapultcd into ' Sometimes a giant is mcule out of a forgotten 
turbu lent indusUrial life. Today, Mohone little mole-hilt. 

NRC ALTERS 

THE NATIONAL RAYON CORPORATION LTO. THP TW RTT AT V 

EWART HOUSE, BRUCE STREET, BOMBAr I. M M J A JL. JL JL^ JL 

OF MOHONE 


UhU-4S7 
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A TALE OF TEN YEARS 

The Census Commissioner in the country has been a kind of Recording Angel re¬ 
gistering the sins of commission and omission of our government and our people. 
His decennial reports are awaited in fear and trembling and when they arrive, they 
are accepted with a sense of guilt. This is not surprising in a country where 
the growth of population has been casting a heavy shadow on the hopes of the 
nation for a better future. 

On the present occasion, however, the piovisional population total of the 1971 
census has also evoked a sigh of relief, the loudest note coming from the Census 
Commissioner. At around S47 million in 1971, the census count is about 14 millions 
less than an estimate which had been projected earlier by an Expert Committee on 
Population. The Census Commissioner seems to believe that here is sufficient 
justification for discounting the prophets of Malthusian gloom. There are 
others who, readily agreeing with him, have drawn the inference that the family 
planning programme has after all been more effective than sceptics have been 
prepared to allow. 

In the press and elsewhere the Census Commissioner and these others are being 
taken to task for the indiscretion of whistling before one is out of the woods. It 
has been pointed out in this connection that the population has grown at the rate of 
roughly 24. S per cent over the past decade as against roughly 21.5 per cent in the 
preceding decenniuni. This demographic graph, as The Statesman has described it, 
IS thus a climbing curve and not merely a straight line, however steep the gradient. 
At this rate, the growth of population, projected even if only in linear terms, would 
be crowding our country with more than 800 million people by the time the year 
2000 A.D. IS rung in. Seen in any relevant perspective of time, the implications 
of the 1971 census are thus far from reassuring indeed. 

The pessimists nevertheless could be over-grovcIling in their misery. The 
critical issue is whether the nation is capable, through family i^anning, of controll¬ 
ing the pressure of population. It is well to remember here that. a national 
movement attempting to spread wide enough and deep enough, this campaign has 
been operating only for the last four years of the decade covered by the 1971 
census. This period is clearly too short for the ba.sic trend towards an accelerat¬ 
ing increase in population to be arrested. Then, again, there is the fact that the 
coverage and impact of the family planning campaign has been varying sharply 
from state to state and even among different areas in the same state. A fair 
evaluation of the performance of this campaign is therefore possible only when it 
is studied in its local particulars and is related to the regions where the campaign 
has been reasonably sufficient. 

Considered in this manner, it would be irrresponsible to dismiss the family 
planning movement as having been of little account in population control. On the 
contrary, the census figures relating, for instance, to Punjab have provided reassur¬ 
ing evidence that, where sufficient motivation has been created, people have res¬ 
ponded to an extent which has materially influenced the trend of population 
growth. It follows that what needs most to be done in the years that lie immediately 
ahead is to jostle the laggard states and build up their performances to levels 
closer to those achieved by the more progressive areas. This country after 
all is one of the few countries in the world which can take credit for 
adopting a national family planning movement as a policy and programme of 
government. This has surely given our national population control effort a 
big advantage and it is for the Ministry of Health and Family Planning to build 
more and more on this. The census figures for 1971 in other words should 
not be allowed to dampen our faith in the family planning movement in our 
country but should on the contrary be accepted as an additional stimulus to 
more hope and resources being invested in the effort. 

When the census figures arc finally documented in detail they will no doubt 
help us to spell out in what other directions the nation will have to intensify its 
exertions at promoting the welfare of the people. The rate of growth of 
population revealed by the 1971 cen.sus suggests, for instance, that the rate of 
growth of literacy should be stepped up. In the same manner, the rate at which 
new employment opportunities are created would need to be speeded up. The 
nation consequently has to raise its sights where targets of economic growth or 
targets of saving or investment, which would make that growth possible, are con¬ 
cerned. The continuing progress of the Green Revolution in quality and coyer- 
age will certainly be of the greatest importance. Equally significant would be the 
success scored by the national economy in providing gainful employment to more 
and more people in industry, trade and the services and at the same time investing 
more and more capital per unit of labour employed. It would plainly be profitable 
for us to try to think on these lines than let ourselves be reduced to helplessness 
by the nightmare of ah India bursting at the seams in the year 2000 A.0. 
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WiiF/nitR OMi likes it or not, one c;in- 
not afford to ignore the fact that all the 
leading commercial banks in the coun¬ 
try have been fully and truly nationali¬ 
sed. So, one must perforce reconcile 
oneself to living with the reality, and 
living with the reality means that one 
must closely watch the working of the 
nationalised banks and make such sug¬ 
gestions from 'time to time as the tlevc- 
loping situation demands. This is pre¬ 
cisely what Mr B.N. Adarkar, former 
Governor of the Reserve Bank of India, 
did when he recently addressed the Fo¬ 
rum of Free Enterprise on “Commercial 
Banks in India after Nationalisation”. 

Mr Adarkar, however, we must has¬ 
ten to add, is not among those who have 
been either opposed to, or critical of 
nationalisation of banks even indivi¬ 
dually, his official capacity apart. And 
yet, it is noteworthy, he did not hesitate 
to indicate the limitations, even as he 
did not fail to commend the good work 
of nationalised banks Coming from 
an economist with vast and varied ex¬ 
perience not only as a banker (a prac- 
ticiil banker at that novy) but also as an 
able administrator, his views deserve 
careful notice by bankers, and students 
of banking as well as by the authorities. 
The views given expression to by Mr 
Adarkar, moreover, are not those of 
any mouthpiece of vested interests 
but of one who took active interest in 
laying down guidelines to nationalised 
banks and one who has also had to 
watch these in actual operation until 
recently. 

Although Mr Adarkar holds that, 
structurally, the banking system in India 
has gained distinctly in strength and 
cohesion after nationalisation, he is quite 
alive to the need to strengthen even this 
slructuic if commercial banks have to 
contend with all the responsibilities 
they are now called upon to assume. 
Hence his particular stress on training 
and orientation. 

According to Mr Adarkar, the 
current rate of branch expansion can be 
maintained without risk to the banking 
system only if adequate arrangements 
exist for training and orientation of 
branch managers, for proper choice of 
locations, for inspection of branches at 
suitably short intervals and for head 
office co-ordination and control. He 
has, therefore, urged the authorities 
to see that branch expans on program¬ 
mes are accompanied by concurrent 
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action to strengthen the internal orga¬ 
nisation of bank.s, especially where this 
is found to be weak, and to fix branch 
expansion targets only after a careful 
examination of the personnel and other 
resources available to individual banks 
to manage a growing network of 
branches. How true is his ob.servation 
that “targets have their value as a means 
of pulling a system out of a rut and 
giving it a push, but thereafter, per¬ 
formance should be judged more by 
quality than speed”. This is a sound 
counsel indeed and calls for consolida¬ 
tion of the gains achieved so far rather 
than for rushing ahead headlong. 

There seems to be a feeling in certain 
circles that all that one has to do to get 
more deposits is to sec that banks go on 
opening more and more branches. A 
little reflection, however, will convince 
anyone that this is not so; nor it is 
enough merely to augment deposits 
at any cost. Furthermore, there is a 
point beyond which deposits cannot 
simply be increased, although the eco¬ 
nomy may need a much higher rate of 
deposit.mobilisaion. True, as Mr Adar¬ 
kar has noted, commercial banks 
can be reasonably proud of their record 
in the matter of deposit mobilisation 
over the last few years. But the rate of 
deposit growth, to quote him, “is partly 
a reflection of the rate of saving” and 
it is common knowledge that the rale of 
saving in our country has failed to keep 


Keviics of the posl-depresiiion period wa.s 
decided impnwcmeni on the polemical writer 
of the rcorunnic Consequences of Mr Churchill. 
The sharp edges of controversy had worn otl. 
He \v as an accepted master no longer regarded 
UvS a personal enemy of the politicians in power 
or the hullion dealers of international markets. 
The gold standard was dead beyond any chanct 
of revival. The problem no longer was how to 
avoid a depression, but how to recover and how' 
to maintain ihe recovery, when fichievcd. 
Keynes came to the rescue of humanity and 
devised those simple and commonsense Means 
to Prosperity by which a community could 
make its recovery and maintain the whole 
of it.s economy in a perpetual state of quasi¬ 
boom. The impact Of his theories was first 
felt across Ihe \llantic in the New Deal poli¬ 
cies of President Roosrveh. Keynes surely did 
not approve of all of Roosevelt's economic 
policies, particularly the policy of restriction on 
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pace with the demand for bank credit. 
Beyond a certain limit, it is needless to 
add, bank credit by itself cannot fill 
the gap between genuine savings, on the 
one hand, and the investment need, 
on the other. “A shortage of bank credit 
is unavoidable in an economy suffering 
from a shortage of savings”. 

To an economist this is axiomatic, 
but the public, even the borrowing 
public in India, needs to be educated on 
the seemingly simple thesis that, if there 
is a shortage of bank credit (i.e. of 
real resources), a cut in credit facilities 
is unavoidable even for genuine pro¬ 
duction purposes. But where do we 
proceed from this point? 

The obvious answer is that we must 
practise the utmost economy of credit 
and accept a measure of discipline in 
regard to payment of dues. But the ques¬ 
tion is whether such should apply 
to all sectors or not. Here, we arc afraid, 
Mr Adarkar seems to suggest that it is 
the commercial and industrial borrowers 
alone that should do so and not the 
others, although he has not .said so in so 
many words. While he has asked com¬ 
mercial and industrial borrowers to 
exercise all the restraint and accept all 
the discipline, he has opined that there 
is scope for liberalising the Reserve 
Bank’s present refinance facilities to 
take care of the increased demand for 
credit for food procurement (this res¬ 
ponsibility has since been shifted from 
the Slate Bank of India to nationalised 
banks) and priority sectors even where 
the concerned individual banks are not 
able to attain deposit targets commen¬ 
surate with the increase in the demand 
for credit. This should strengthen 


the agricultural front, But surely Keynes is 
the spiritual father of the new American creed 
of expansionism. Even the crude monetary 
policies of the first Roosevelt administration 
were borrowed from Keynes* earlier writings, 
when he had not yet developed a complete or 
consistent economic theory. He was then just 
engaged in giving conceptual and organiza¬ 
tional shape and form to what he called the 
* Immaterial devices of the mind* by which a 
society, if so minded, could with social cont¬ 
rols an a predominantly private enterprise 
economy maintain continuously a high state 
of well-being, progress and harmony. This 
dream he. fulfilled in his General Theory, obvi¬ 
ously the very best and most refreshing of his 
works. But that is not all. It is by common 
consent one of the most remarkable exhibitions 
of the highest constructive talents of the 
human mind. 


Nationalised Banks’ Problems 


HcLdtetn &onombt 25 yea.t6 
APRIL 26, 1946 
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the hands of the monetary authorities 
who are already credited with being 
aware of the need for such “controlled 
liberalisation’*. Evidently, controlled 
liberalisation signifies controls of credit 
to one sector and liberalisation thereof 
to another. Eventually, controlled libe¬ 
ralisation cannot but nave re^rcussions 
on the availability of credit to non¬ 
priority sectors, even some genuinely 
productive and economically deficient 
private sector borrowers. 

However, there is some consolation 
to commercial and industrial borrowers 
in another suggestion of Mr Adarkar 
where he sai^s; “Credit restraint and 
credit planning mu.st go hand in hand 
in order that the limited credit facilities 
may be rationally allocated among the 
different sectors of the economy.” 
We have lately been hearing a lot 
about credit planning, a task that one 
thought the National C edit Council 
had been entrusted with, though 
nothing came out of it. The National 
Credit Council has since had an 
unceremonious burial. But that is no 
reason why another body, whether 
bearing the same name or a different 
one, should not be created. Only the 
new body should not be packed merely 
with persons representing particular 
sections of credit users, although these 
must be fully represented on the boards 
of directors of all nationalised banks; 
rather, it should be composed of indi¬ 
viduals known for their knowledge, 
expertise and experience in the sophisti¬ 
cated field of credit planning. Other¬ 
wise, as Mr Adarkar has said, the 
council will become “only a forum for 
ventilating grievances or settling 
conflicting claims.” 

After bank nationalisation, as in 
any scheme of public management, 
whether desirable or not, some measure 
of official guidance is to be expected, 
but, as Mr Adarkar has pointed out, 
it is equally important to ensure that, 
in spite of such guidance, the boards of 
directors are made fully accountable for 
the final results as in any success¬ 
fully run public corporation. (Is it not 
theSTC chief, Mr Prakash Tandon’s 
understandingly proud claim that he has 
introduced accountability to the pub¬ 
lic?) The erstwhile governor of the 
Reserve Bank has also cautioned that 
the principle of accountability of the 
board should not be stretched too far 
so as to leave it free to adopt policies 
of its own choice, subject only to their 
being Judged by the end results, losses 
or profits. His prescription to ensure the 
desired degree of accountability is that 
"official guidance should be provided 
in such form and manner that the board 
is able to account for the results, and 
Parliament and the public are able to 


assess them in terms of factors within 
the board’s control and those outside 
its eontrol**. It is certainly worthwhile 
making an attempt to specify matters 
considered suitable for official gui¬ 
dance .on these lines, but there is no use 
overlooking the fact that no one can 
make a complete catalogue of such 
points. 

While on the subject of accountab¬ 
ility, we must refer to one other very 
pertinent point made by Mr Adarkar. 
Despite the fact that he does not subs¬ 
cribe to the view of those who regard 
that “banks cannot earn a reasonable 
return on capital if they carry on their 
operations with due regard to their 
social obligations,” he is for devising 


Central Budget and 

In his interim budget, Mr Y.B. Chavan, 
the union Finance Minister, stressed 
the need to seize every worthwhile 
opportunity for increasing exports in 
view of the uncertain outlook for 
foreign aid and the substantial 
increase in import licences that 
had been issued for the main¬ 
tenance of the economy, the full 
impact of which was yet to be felt. 
The Finance Minister made it clear that 
there was no room for complacency in 
regard to our balance of payments, 
although there had been an overall 
improvement in the foreign exchange 
position during the last two or three 
years. He also called for greater 
efforts on a wide front to achieve the 
annual target of seven per cent growth 
in exports. 

But the realisation of this target will 
depend largely on the kind of budget 
that Mr Chavan is going to present to 
Parliament in May. If the budget is 
truly production-oriented, it will help 
promotion of exports by creating ade¬ 
quate surpluses. The official efforts to 
meet the shortages of raw materials felt 
by the export industries have been in¬ 
tensified in recent months. But, at the 
same time, it is important to improve 
the climate for capital formation so that 
industries can undertake large-scale 
expansion and new industries which can 
cater for export markets can also come 
into existence. 

Besides, the Finance Minister should 
try to remove the export duties alto¬ 
gether in order to give a strong impetus 
to exports. The explanatory memoran¬ 
dum of the budget estimates the net 
‘ revenue from export duties in 1971-72 at 
Rs 58.79 cfores, compared to Rs 56.65 
crores revised estimate for 1970-71 and 
Rs 75.57 crores in 1969-70. Export 


a management and accounting system 
whereby uneconomic ogltations under¬ 
taken on grounds offiliblic policy are 
separately accounted for and banks* 
performance is judged by the rate of 
turn earned by them on their nornfal 
operations. In other words, although 
he is not averse to banks accepting so¬ 
cial objectives, he is particular that such 
should not be made an excuse for a 
lower return on capital. He is for 
the banks combining social objectives 
with a high standard of management. 
All these call for a high sense of res¬ 
ponsibility on th: part of everyone— 
directors and executives, as well as 
clients—if the viability of the institution^ 
which is what really matters, is to be 
secured and safeguarded. 


Export Promotion 

duties are levied on about 15 commodi¬ 
ties, the more important of them being 
jute manufactures, deoiled groundnut 
meal, unmanufactured tobacco, hides 
and skins, mica, manganese ore, lumpy 
iron ore, and others. The biggest yield 
from export duties comes from jute 
manufactures, estimated at Rs 12 crores 
for 1971-72, compared with Rs 18.39 
crores in 1969-70. The explanatory me¬ 
morandum says that the effect of export 
duties on the country's trade is kept 
under constant review and that the 
export duty leviable on each item of 
export takes into account, inter alia, 
factors like home production and the 
likely exportable surpluses, demand for 
products abroad, prices in international 
market and devaluation of foreign 
currencies. But the official review on 
export duties has been far from satis¬ 
factory. 

Often, the reduction of export duties 
has not been adequate to strengthen the 
competitive position of the commodit¬ 
ies concerned. Sometimes, the reduction 
comes too late to enable the industry to 
take advantage of it. In any case, the 
continuation of export duties is incon¬ 
sistent with the objectives of export pro¬ 
motion. Spokesmen of the export in¬ 
dustries have often pointed out that the 
export duties create a great deal of 
uncertainty among the businessmen 
here and the importers abroad. In fact, 
it Itas also been pointed out that the 
importers in the United States resent 
the levy of export duties especially on 
jute goods. 

The All-India Shipper’s Council has 
complained that the export duty is being 
calculated on the gross f.o.b. value even 
without deducting the commission to 
be paid to the foreign agents. It has 
sug^sted that export duty should be 
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calculated on the net fob value after 
deducting the commission due to the- 
agents. It has also stated that the 
customs authorities demand in ad¬ 
vance the insurance company’s receipt 
for the premiums paid just to calculate 
the export duty. But it has not been 
practicable to submit such receipts in 
advance. The exporters of other com¬ 
modities also have pointed out various 
anomalies and inequities in the levy of 
export duty. For example, in the case of 
manganese ore* the Minerals and Metals 
Trading Corporation charges an export 
duty of Rs 12.50 per tonne. Any future 
fluctuation in the rate of export duty has 
to be to the^MMTC’s account. This 
means that a private exporter will not 
get the benefit of a reduction in the ex¬ 
port duty. The trade has suggested that 
whenever there is a reduction in the 
export duty, its benefit should go to the 
party which has brought the contract, 
which is responsible for the procurement 
and supply, and which bears.all the risk. 
If the Finance Minister cannot abolish 
the export duties, he should see to it 
that the rates are lowered wherever 
necessary and the collections are made 
in such a way as not to cause any dis¬ 
location or disadvantage to the export- 
ters. 

The Government of India has increa¬ 
sed Ihp allocation for the Market De¬ 
velopment Fund from Rs 41.80 crores 
in 1970-71 (revised) to Rs 45.91crores 
in 1971-72. This fund was created in 
1963 for financing the expenditure on 
grants for export promotion and mar¬ 
ket development. The larger provision 
for 1971-72 is said to be due to the anti¬ 
cipated increase in cash assistance on 
account of increased exports, reim¬ 
bursement of losses to the Minerals and 
Metals Trading Corporation on 
account of manganese ore and iron ore, 
reimbursement of customs duties to 
Hindustan Steel on the value of steel 
imported for the manufacture of engi¬ 
neering items for exports, and the larger 
provision for grants to the export 
romotion councils. But it is not known 
ow much of the money earmarked for 
the Market Development Fund is for 
actual export promotion and how much 
is for reimbursement of losses incur¬ 
red by the state trading agencies. 

It is important to ensurethat the funds 
allotted to the Market Development 
Fund are used, as far as possible, for 
strengthening the hold of Indian com¬ 
modities in the traditional markets and 
for developing new markets. The rc\iew 
committee, now examining the work of 
the export promotion councils, should 
study to what extent these councils have 
utilised the assistance from the Market 
Development Fund for dix crsification of 
our exports. The facilities available to 


the exporters under the market develop¬ 
ment scheme need wider publicity and 
the procedure for getting this assistance 
also has to be simplified so that 
more exporters can avail themselves 
of >, 

The government has also set apart 
more funds for commercial intelligence 
and foreign trade organisations, the 
amount being Rs 4,90 lakhs in 1971-72, 
compared to Rs 3,35 lakhs (budget) 


Lie: Piuses 

Anyoni: in the position of the Chairman 
of the Life Insurance Corporation 
(LIC) today has a legitimate right, and 
a good reason too, to expect a hearty 
pat on the back. Last year, addressing 
newsmen. Mr T.A. Pai, the LIC chief, 
had forecast a rise of Rs 250 crores in 
new business (which itself was consi¬ 
dered ambitious) for 1970-71. In 
the event, however, as he disclosed at a 
press conference in Bombay a few 
days ago, the increase in new business 
for (his year has actually turned out to 
be Rs 267 crores, that is Rs 17 crores 
more than his own earlier ambitious 
forecast. Thus, the total new business 
in 1970-71 was Rs 1,303 crores, as 
against Rs 1,036 crores in 1969-70. 
This increase of Rs 267 crores com¬ 
pares with an increase of only Rs 106 
crores in 1969-70 and much less, i,e. 
Rs 85 crores, in 1968-69. Percentage¬ 
wise, the increase in 1970-71 over the 
previous year works out to nearly 26 
percent—25.8 per cent to be exact—and 
compares with an annual variation over 
the pre\ious five years ranging from 
minus 3.4 per cent to plus 13.8 percent. 
The total number of policies issued also 
increased by 15.8 percent, having risen 
by 2 21 lakh policies from 14.01 lakh 
policies in 1969-70 to 16.22 lakh poli¬ 
cies in the late.st year. For the first 
lime, it may be noted, the total number 
of policies crossed the 15-Jakh mark; 
during the previous four years, this 
number had been more or less static at 
below 15 lakhs, varying between 14.01 
lakh and 14.54 lakh policies only. 

The 1970-71 results ought to be a 
clear pointer to the potentialities [No 
wonder Mr Pai is credited with aiming 
at a total new business of Rs 1,750 
crores in the current year (1971-721] of 
life insurance in our country. Both our 
savings and insurance are still woefully 
inadequate. It is ironical (though it 
is no surprise to us) that, despite this 
spectacular rise in new busijiess — in 
fact, the 1970-71 figure represented the 
maximum rise recorded since its incep¬ 
tion — the Life Insurance Corporation 
chief should studiously continue to 
avoid making any reference to the pros¬ 


and Rs 4,08 lakhs (revised) in 1970-7L 
The lack of timely and adequate com¬ 
mercial intelligence continues to be felt 
acutely by exporters, cxpecially from the 
countries of east Europe, Africa and 
south-east Asia. The Government of 
India should, therefore, ensure that the 
allocation of larger funds is effectively 
used not merely for the collection of 
commercial intelligence but also for 
its prompt di.ssemination in our 
country. 


and Minuses 


pect of either a reduction in rates of 
premium generally or a rise in bonus 
rates to with-profit policy-holders 
in particular. On the other hand, he 
has gone on record as saying that, even 
if it adds to the pressure on the LIC’s 
expenses, it is its mission to spread in¬ 
surance, and “we will extend cover to 
the small man”. While no one can 
object to this laudable mission, the 
policyholder at least has a right to ex¬ 
pect the Lie to pass on a modicum of 
the benefit of higher business to him. 
But this, it seems, would be possible 
if the Lie is able either to exercise a 
tighter grip over its expenses or to so 
deploy its staff as to achieve better pro¬ 
ductivity than now. In spite of all that 
was said about agents’ performances 
at the press conference—for the first 
p*me, Mr Pai dwelt at some length on 
individual performances and named the 
agents responsible for completing the 
highest new business in the different 
divisions (e.g. Mr Dushyant Chandulal 
Shah of Bombay division with his comp¬ 
leted new business of Rs 2,08 crores 
and Mr Hirabhai S. Shah of Ahmeda- 
bad division with his sale of 1,502 poli¬ 
cies, or an average of more than four 
polcies per day)—the feeling continues 
to persist in the minds of discriminating 
sections of the public that administra¬ 
tively much still remains to be done 
by way of prompt, helpful and efficient 
servicing inside the office. Thanks to 
the monopolitic position of the LIC 
and the cumulative bargaining strength 
of its staff (as of any staff in a monoli¬ 
thic organisation), norms of work estab¬ 
lished today are so low as to make old 
employees in leading private life in¬ 
surance companies as “Oriental Life” 
rub their eyes in utter amazement. 
According to a recently retired officer 
of the Lie with over three decades’ 
experience in “Oriental Life”, the per 
captia quantum of work turned out in 
the past used to be at least three to four 
times of what is being done by today’s 
employees and that too grudgingly! 

Be that as it may, according to the 
report of the ARC Working Group on 
LIC, there are about 24 million families 
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<l.e. 30 per cent of the iwpuIation<— 
1961 census) with good income and 
saving capacities, eq>ecially in rural 
areas lately, who could be persuaded to 
talw life insurance policies. As yet, 
oidy one-third of the LlC’s total busi¬ 
ness is believed to be from non-urban 
areas. The Taleyarkhan Committee 
on Small Savings has estimated that only 
some 20 per cent of the total annual net 
collections come from rural areas. It 
is just as well, therefore, that the LIC’s 
thoughts presently seem to be rurally 
oriented. All are agreed that there 
is increased purchasing power in rural 
areas, in some of them most certainly. 
But neither our nationalised banks nor 
our Life Insurance Corporation has hit 
upon schemes as would appeal to and 
attract the farmer to siphon off this 
extra purchasing power. Even if the 
urban white-collared worker is aware 
that from his life insurance policy he 
does not get anything more than what 
he pays in the form of premia if he lives 
long enough, he goes in for a life policy 
more as a compulsory saving rather 
than as an investment. But the farmer, 
who is relatively more prudent, may 
not take the same view although he may 
pay even exorbitant rates of interest 
on his loans at times. What is important 
for him is that he must have money when 
he needs it most, to bring see^, bul¬ 
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locks or fertilizer, and he has also to 
reckon with the failure of his crop, 
partial or total, depending on weather 
and water conditions. Another prob¬ 
lem of his, especially when bumper 
harvests come in as since the green 
revolution, is storage space. So any 
approach to the farmer by the LIC has 
to take all these factors into considera¬ 
tion and evolve a policy that can 
cater for these needs of his. Mr Pai's 
suggestion of a remission in land reve¬ 
nue as a bait is certainly worth trying, 
provided, however, that states do not 
follow the Punjab in doing away with 
iMd revenue altogether. Perhaps pro¬ 
vision of storage facilities linked to 
life insurance and bank credit as a pack¬ 
age deal, with the LIC, the nationalised 
banks and the Warehousing Co^ra- 
tion all agreeing to participate in de¬ 
signing it, might be an effective answer. 

No sector has benefited more from 
the LIC’s operations than governments 
and semi-government bodies. Of 
course, all this is described grandilo¬ 
quently as the socio-economic role of 
the Lie’s investments. Incidentally, 
the LIC’s investments in 1970-71 at 
Ra 268 crores exceeded the increase in 
its new business for that year. In 1970- 
71 the LIC gave loans to the central 
and state governments of over Rs 
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86 crores and Rs 41.5 crores (Rs tS4.03 
crores and Rs 30.23 crores in 1969-70), 
respectively; to municipalities and zilla 
parishads (for water supply and sewage 
schemes) nearly Rs 11 crores (Rs S S .^ 
crores in 1969-70), and to state electri-< 
city boards Rs ^ crores (Rs 32.50 
crores in 1969-70) in addition to pur¬ 
chasing their bonds to the extent of Rs 
20 crores (same level as in the previous 
year). 

Perhaps the one field where the 
policyholder, as much as the public 
generally, can hope to get the utmost 
benefit from the LIC is housing. And 
to ensure this, Mr Pai has been boldly 
deviating from old practices in regard 
to extending accommodation for hous¬ 
ing, and his schemes have aroused great 
hopes as much in government circles 
as among middle class people. But it is 
not enough if only the chairman de¬ 
parts from old practices; all his staff 
also must follow him and, here, un¬ 
fortunately, our information from 
buthentic official sources and interested 
individuals is that old official (or is it 
bureaucratic?) habits tend to take too 
long to discard. Not until this complaint 
is redressed can the LIC claim to be 
the people’s companion in their pro¬ 
gress, much less a saviour in their dist¬ 
ress. 


RECORDS AND STATISTICS 
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YES I 

You can obtain 
Product Improvement 
with Cost Reduction 
In your Industry 
with 



EXTRUSIONS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin* 
gle alu.'ninium extruded shape substituted 
lor other metal can impart greater stiffness 
and strength with simpler assembly along 
with redaction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
Industry? It will pay you handsomely to 
do so! Please write to: 


HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

WoiKs; Renukoot, U.P. 
Offices: BOMBAY 
nPLHI.CALCUTTAMADRAS 
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Bank Credit and Employment 

R-V- MURTHY 


The ouideunes governing the special 
credit schmes of commercial banks with 
particular reference to their employ* 
ment potential, circulated to aU com- 
mercid banks by the Reserve Bank a 
few days ago, are based on the Thakkar 
Committee Report. This committee 
was constituted by the Reserve Bank 
on a suggestion made by the union 
Finance Minister, Mr Y. B. Chavan, 
to the custodians of the public sector 
banks in July last, to review the work¬ 
ing of these special credit schemes. 
That such a review was called for has 
also been noted by the Thakkar Com¬ 
mittee, which, in fact, holds the ab¬ 
sence of an adequate system of review¬ 
ing the working of these schemes as 
being one of the basic reasons responsi¬ 
ble for the schemes not producing grea¬ 
ter results. It is needless, therefore, to 
labour the point that, as yet, the special 
credit sdtemes have har^y yielded the 
results expected of them. “The assis¬ 
tance thus far rendered by the com¬ 
mercial banks”, to quote the Thakkar 
Committee report itself, “has been 
mainly confined to small-scale industrial 
units and retail trade, and not so much 
to other self-employed categories, such 
as transport operators (advances to road 
transport operators went up from Rs 
seven crores—to 2,527 parties—in June, 
1969 to Rs 34 crores—^to 17,535 parties— 
in October, 1970), technocrats and other 
professionals. Nor have they entered 
financing household and cottage indus¬ 
tries to any appreciable extent. Even 
the limited assistance so far rendered 
by banks has not been properly dis¬ 
tributed among the various regions of 
the coimtry.” 

Organisational Deficiencies 

This outcome is not only because of 
a number of inadequacies m respect of 
these schemes—^the Thakkar Committee 
has listed as many as 14—but also the 
deficiencies—nine of these also have 
been specified—^in the organisational 
and administrative set-up of most banks. 
The committee deserves credit for the 
thorough-going job it has done in this 
behalf, and tlmt in a very short time 
too. Once the inadequacies and the 
defideneies of the schemes were spotted. 

It was no great problem for the com- 
mi^ to lay down the gutdeiines for 
^on. Here, again, particular men¬ 
tion n^t be made of ^ meticulous 
care with whidt the committee 1ms spelt 


out the guidelines in all detail. 

There is bound to be complete 
agreement with the committee's find¬ 
ing that considerable scope exists for 
rationalising the special credit schemes 
of commercial banks in order to make 
them more effective and purposeful. 
Who wiU deny, for example, that there 
is ample sqppe for making the terms 
and conditons of these schemes as soft 
as possible, as the committee has urg¬ 
ed? (How such could be done has been 
clearly and specifically indicated in tl» 
committee’s report). The elimination 
of the guarantee of third parties and 
the simplification of application forms 
for loans (also to be made available in 
all local languages) will also be wel¬ 
comed. 

Welcome Recommendation 

What will be even more wel¬ 
come is the committee’s recommenda¬ 
tion that self-^ployed borrowers 
should be helped on a continuing basis, 
instead of an ad hoc basis and far more 
comprehensively and systematically 
than at present. The committee’s sug¬ 
gestions for the setting up of a multi¬ 
services agency functioning at various 
levels and exercising control over the 
branch units as independent entities 
and for the provision of “equipment 
leasing”, a facility that obtains in some 
advanced countries, are among the 
more notable of the guidelines. 

If all the suggestions made by the com¬ 
mittee are implemented at the branch 
level with an adequate degree of flexi¬ 
bility (decentralisation and&xibility, by 
the way, are the two “musts” that have 
been stressed throughout the report), 
commercial banks would become more 
involved than now in financing the 
professional and self-employed catego¬ 
ries and thereby helping employment 
generation. After all, unless a self- 
employed person is enabled to and 
does make a success of his venture, not 
only will he continue to remain unem¬ 
ployed, he will also not be able to pro¬ 
vide employment to odiers. The credit 
schemes of our banks, special or other¬ 
wise, must particularly make it a point, 
therefore, to extend assistance on both 
a continuing and a comprehensive basis. 
With the experience gained in respect 
of such assistance to some selected 
parties, to begin with, they (commercial 
banks) should soon be able to extend 


and expand their operations with more 
confidence and to greater purpose. Of 
course this would also depend on their 
Own initiative and innovative capacity 
to take advantage of techno-economic 
surveys by the different financial insti¬ 
tutions (as also the Lead Banks) and 
formulate new schemes for promoting 
the generation of employment. The 
Syndicate Bank and the Canara Bank, 
not to speak of the State Bank of 
India, have, so to say, blazed the trail 
in this behalf. The coming into force 
of the Credit Guarantee Corporation’s 
scheme of comprehensive cremt insur¬ 
ance from April 1, 1971, which offers 
a guatantee cover to banks, should 
prove handy to them, although, as the 
Reserve Bank has rightly warned the 
banks, the availability of the cover 
should not be allowed to lead to any 
dilution of standards on their part 
either in appraising loan proposals or 
in restricting their assistance merely to 
the classes of borrowers or to the 
extent of amounts covered by the gua¬ 
rantee. At the same time, the Reserve 
Bank is keen that the schemes, assisted 
should be essentially need-based and 
economically viable. 

After careful perusal of the findings 
of the Thakkar Committee report, 
it seems that. while commercial 
banks are sure to , get more involved in 
assisting self-employed people and de¬ 
veloping the backward areas after im¬ 
plementing the committee’s recommeda- 
tions, they may not be able to generate 
fresh employment opportunities to any 
remarkable extent. They will certainly 
not be able to create about three million 
direct jobs over the next five years, as 
the committee has estimated, even if 
every existing branch of commercial 
banks manages to entertain (which, 
again, is doubtful) about 50 proposals 
for asssistance from the unemployed. 

EcoBomic Viability 

This is because both the committee 
and the RBI have rightly empha¬ 
sised the need for help On a continu¬ 
ing and comprehensive basis, which 
means that the number of parties assist¬ 
ed will be necessarily few. Similarly, 
the understandable stress on economic 
viability means that all and sundry will 
not get assistance. Thirdly, inasmuch as 
banks have been repeatedly told that, 
“in the ultimate anslysis, the source 
of funds for their credit operations (of 
which financing the additional require¬ 
ments of the different categories of self- 
employed should be a part) is the depo¬ 
sits mobilised by them”, the extent to 
which they are able to mobilise deposits 
sets the absolute, if not tlw outside, 
limit. Now, deposits of all commercial 
banks have no doubt increased over the 
past three years and the annual rate of 
increase has also gone up from 12.1. 
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per cent for 1968 to 16.2 per cent for 
1970. But. “the rate of deposit gw»wth 
is partly a reflection of the rate of sav* 
ing and, beyond a certain limit, bank 
credit cannot fill the gap between genu¬ 
ine savings, on the one hand, and the 
investment needs on the other, a >hort- 
age of bank credit is unaviodable”, 
as Mr B. N. Adarkar, former Gover¬ 
nor of the Reserve Bank of India, ob¬ 
served in the course of his (A.D. Shroff 
Memorial) lecture on “Commercial 
Banks of India after Nationalisation’' 
recently, in Bombay. According to 


Mr Adarkar, owing to an overall short¬ 
age of real resources, a cut in credit 
facilities is unavoidable even for ge¬ 
nuine production purposes in some sec¬ 
tors. In view of this, without being dub¬ 
bed .as Jeremiahs, we cannot but 
sound a note of caution to the lay 
public not to lay too much store by 
any large-scale addition to the coun¬ 
try's employment potential in the 
wake of the Reserve Bank’s guide¬ 
lines to commercial banks. But this is 
not to minimise either the relevant or 
the realism of these guidelines. 


Central Assistance and State Plans 


SAGITTARIUS 


When prhsiniing the interim budget 
for 1971-72, the Chief Minister of Tamil 
Nadu, Mr M. Karunanidhi, was highly 
critical of the policy of the central 
government in allocating resources to 
states by way of grants and loans as, 
according to him, the state goven- 
menl.s are seriously handicapped in 
the implementation of their Plan vschc- 
mes because of unexpected increases 
in non-Plan expenditure. It had been 
expected, however, that the budgetary 
position of Tamil Nadu would have 
made even worse showing than presen¬ 
ted in the estimates for 1971-72 because 
there was a big increase in the salary 
bill alone of the order of Rs 21 crores 
on account of the complete acceptance 
of the the recommendations of the 
Second Pay Commission. The revenue 
deficit, however, will not be more than 
Rs 10.96 crores, against Rs 7.83 crores 
in the revised estimates for 1970-71, 
while the overall deficit will be Rs 12.31 
crores, against Rs 29.62 crores, result¬ 
ing in a closing minus cash balance of 
Rs 35.54 crores at the end of 1971-72, 
against the opening minus cash balance 
of Rs 23.23 crores. The containing of 
the revenue deficit to the figure indica¬ 
ted in spite of a big increase in expen¬ 
diture to Rs 349.69 crores from Rs 
320.4^ crores in the revised estimates 
for 1970-71 is due to an improvement 
in revenue receipts to Rs 338.63 crores 
from Rs 312.60 crores. Apart from a 
larger transfer of revenues from the 
centre, the state's tax revenues also are 
expected to be higher because of the new 
proposals of last year and a generally 
higher level of activity in the region. 

While it may be expected that thc^e 
will be fresh help from the centre as a 
result of (he new budget proposals that 
may be made by MrChavan when he 
formulates his regular budget for 1971- 
72 and the deficit on revenue account 
may be substantially rcdcccd, if not 
eliminated, the constraint on resources 


is preventing ambitious implementation 
of Plan schemes and the outlay for this 
purpose will be only Rs 91.13 crores, 
against the outlay of Rs 100 crores 
desired by the government. Even now, 
the si'/e of the fourth Plan has not been 
finalised because of the dispute between 
the stale government and the Planning 
Commission about what should be the 
quantum of central assistance. The 
state is in a position to spend on a much 
larger scale for productive purposes 
as power projects alone are accounting 
for Rs 39.51 crores.,Out of this alloca¬ 
tion, the share of rural electrification 
schemes will be Rs 21.50 crores and of 
power generation Rs 9.39 crores. It is 
proposed to electrify 9,000 villages and 
energise 60,000 pumpsets. While the 
electrification of villages may be subs¬ 
tantially completed by the end of 1972, 
the scheme of energisation of pumpsets 
will have to be continued vigorously 
for several years at the same level. 

These developments, by themselves, 
create an additional demand for power 
and on present indications the gap 
between demand and supply may be 
biggci than now estimated. It will, 
therefore, be necessary to spend larger 
amounts for creating generating capa¬ 
city and the dependence on outside 
sources has to be reduced if the diffi¬ 
culties that may arise as a result of the 
dimunalion of the exportable surplus 
of Mysore are to be avoided. Even now 
the State Electricity Board is pur¬ 
chasing as much as five million 
units daily from Mysore and Kerala 
and consumption has exceeded the 
most optimistic expectations. With 
agricultural operations accounting for 
a larger share of additional consump¬ 
tion and a higher level of mdustrial 
activity, power consumption may rise 
by more than six per cent annually. 
The electricity board is of the opinion 
that there should be pej\spective plan¬ 
ning for power generation and distri¬ 


bution as by 2000 the installed genera- 
ting capacity will have to be more 
than 12,700 MW. Some irrigation 
projects also have to be implemented 
besides development of roads, comple¬ 
tion of the Vecranam water supply 
schemes and other vital projects. 

The state is, therefore, justified in ask¬ 
ing for additional assistance especially 
as a good effort has been made for rais¬ 
ing additional resources through taxa¬ 
tion. But the question is whether a 
wrong approach had been adopted in 
the determination of assistance for 
Tamil Nadu by the fifth Finarce 
Commission. It may also be that the 
data presented in the budget relating 
to the heavy repayment obligations have 
been presented in a way which exag¬ 
gerate to some extent the difficulties 
experienced by the state government. 
Actually it has been pointed out by the 
Chief Minister that the overall deficit 
of Rs 12.31 crores wmII be much higher 
if the centra! government docs not agree 
' to a rc.scheduling of debt repayments on 
the basis assumed in the budget. 

Debt Commission 

There is no doubt that a federal 
debt commission should be appoin¬ 
ted to go into the problem of reschedul¬ 
ing of debt repayment and find out how 
the loans have been applied and what is 
the return secured on fresh investment. 
There are many projects which have 
long gestation periods while develop¬ 
mental expenditure has been incurred 
in some directions which is not 
quite remunerative. The centre may 
be agreeable to the rescheduling of 
debt repayments where peculiar 
difficulties are encountered. But what is 
more important is the determination of 
the actual return on fresh investment 
and whether at all the states would be 
able to meet the inteiest charges on the 
Joans concerned with incomes from the 
projects, not to speak of being in a posi¬ 
tion to amortise also the loans over a 
period. It is necessary to obtain a clear 
picture in this regard, as the difficulties 
of Tamil Nadu are not peculiar. It may, 
in fact, be argued that Tamil Nadu is in 
a much better position than many other 
states and any preferential treatment to 
the former might handicap other states 
if there is no augmentation of the pool 
of available resources. 

The state government, however, is on 
strong ground where it has pointed out 
that there should be no reduclron in the 
quantum of central assistance for Plan 
schemes. This naturally has an upsetting 
effect on the availability of resources 
for Han purposes. In the fourth Plan 
for 1966-71, central assistance was 
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fiaalised at Rs 230 crores, but for 1969- 
74 it will be only Rs 202 crores. 

The centre also will be in diflkulty 
in regard to the implenMntation of its 
own schemes as its fairly comfortable 
ways and means position at the present 
moment is due mainly to a shortfall in 
Plan expenditure for two years in succes¬ 
sion. If as a result of the new proposals 
and arrangements, central government 
departments could utilised larger alloca¬ 


tions for Plan purposes, a conflict in 
interests between the centre and states 
will arise. There will neoessuily have to 
be adjustments on both sides as the 
expenditure can be increased at the 
centre and state levels only with a buoy¬ 
ancy of revenues, larger receipts 
through open market loans, intensified 
collection of small savings and a vigor¬ 
ous growth of bank deposits. It is no use 
adopting stiff postures when an overall 
view has to be taken. 


Paper Famine: How to Avoid It? 


S* RAMAKRISHNA 

The opinion is gaining strength in the 
country that we are going to face in the 
near future paper famine if adequate 
steps are not taken immediately to step 
up production. This is the situation 
presently in spite of the fact that the 
paper industry has increased its pro^ 
duction by more than 500 per cent 
during the last 20 years. With only 17 
paper and paper board mills having an 
installed capacity of 1.37 lakh tonnes at 
the beginning of the first five-year Plan, 
the industry has made rapid strides and 
now it comprises 58 mills with an 
installed capacity of 7.68 lakh tonnes. 
The production increased from 1.14 
lakh tonnes in 1950-51 to 7.06 lakh 
tonnes by 1969. 

At present, the demand for paper is 
estimated at 7.5 lakh tonnes, whereas 
the production is only around seven 
lakh tonnes. It is feared that the gap 
would be widened further in the future. 
However, this does not seem to be pe¬ 
culiar to India alone and the shortfalls 
in the production of paper seem to be a 
world-wide phenomenon. India can¬ 
not depend continuously on imports 
for bridging the gap between internal 
demand and supply as it would cost 
considerable amount of foreign ex¬ 
change. 

Need for AddMonal Capacity 

By the end of the fourth five-year Plan 
our requirements of paper and paper 
board, as envisaged by the Planning 
Commission, will be of the order of 
9.6 lakh tonnes, including 60,000 tonnes 
to be earmarked for export. Thus 
there is need for creating an additional 
capacity of about four lakh tonnes. 
Advance planning not only for meeting 
the fourth Plan requirements but of 
Ae fifth Plan period is necessary. This 
is because of the fact that the gesta¬ 
tion period of a paper producing unit 
is about five years. 

In the fourth Plan, public sector has 
b^en assigned a big role in so far as the 


& P- VUAYALAKSHMI 

(Expansion of the paper industry is con¬ 
cerned. It is envisaged that a 60,000 
tonnes newsprint mill and two or three 
paper mills in regions where raw 
materials are available locally should 
be set up. With this end in view, the cen¬ 
tral government recently set up Hindus¬ 
tan Paper Corporation, a public sector 
undertaking, for taking up new projects 
for the expansion and development of 
paper industry. It is however doubtful 
that a mere change in the ownership will 
help obviate the difficulties which hinder 
the expansion of the industry vertically 
or horizontally. 

Enormous Demand 

Even though our paper industry in 
the past made its impact on the industrial 
map of the country, the rapid increase 
in population and education of the peo¬ 
ple have raised the demand for paper 
enormously. The demand for all kinds 
of paper in course of time has increas¬ 
ed faster than the internal production 
of paper. 

Moreover, the rate of return on 
investment in the industry has not 
encouraged any new investment over 
the past few years. The average return 
on capital invested in the paper industry 
is estimated at about seven per cent 
only, whereas the national average for 
all the industries is put at 11 per cent. 
This explains why no entrepreneur is 
coming forward to invest his funds in 
the paper industry, in spite of the fact 
that the industry is a delicensed one. 

Another factor which discourages 
further investment in the paper industry 
is the very nature of the industry. The 
paper industry, being highly capital 
intensive with a long gestation period 
has failed to attract private capital. 
ITte new entrepreneurs arc finding it ex¬ 
tremely difficult to raise funds for their 
business in view of the soaring capital 
costs and the equity-debt ratio follow¬ 
ed by the financial institutions for len¬ 


ding purposes remains at the maxi¬ 
mum of 1 ;2 only. 

So far, no concrete steps have been 
taken for a systematic long-term 
policy as regards the paper industry. 
The planning for paper should be on a 
long-term basis. This is essential in view 
of the long gestation period of the in¬ 
dustry. 

The Forest Pre-investment Survey 
that is being conducted by the Govern¬ 
ment of India is expected to throw some 
light on the type of raw materials availa¬ 
ble within the country and their suitabi¬ 
lity for paper manufacture. The pur¬ 
pose of the survey is to assist the Govern¬ 
ment of India in the development of our 
forest resources and associated forest 
industries to increase production of 
wood in order to fill up the growing gap 
between supply and demand, espedaly 
in the field of paper and pulp. 

Complex Problem 

The problem of finding suitable raw 
material in quantity for pulping is a 
complex one. What is more important 
is the economics of extraction and deli¬ 
very at the mill site than the mere availa¬ 
bility of raw materials as such- The plan¬ 
ning for bamboo and other raw materials 
needed for the paper industry should be 
based on a long-term perspective. 
Simultaneously, every effort must be 
made to tap the untapped resources of 
bamboo in states like Madhya Pradesh, 
Orissa, Mysore, Assam, Nagaland, 
Manipur and Tripura. So far, these re¬ 
sources could not be tapped fully, partly 
due to the inaccessibility of tlte forest 
areas and partly due to the high cost 
of operations involved. 

In India plantations are expensive 
and the capital and land needed 
for them arc in short supply. The ex¬ 
ploitation of bamboo rc.sources is rea¬ 
ching the saturation point, except in 
certain areas. Moreover, there are no 
reliable data available as regards forest 
statistics. The preparation on a contin¬ 
uing basis of an inventory of forest raw 
materials should go a long way in helping 
the paper industry to plan for the future. 

For achieving greater results and to 
ensure better co-ordination among the 
state governments in the implementation 
of their various forest programmes, 
a competent agency must be developed 
for tendering guidance. 

In the short term, the efforts of the 
industry as well as of the government 
need to be directed towards the follow¬ 
ing. 

(i) Raw Material: Till today the 
conventional ccllulosic bamboo has 
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remained the main raw material for the 
paper industry. In view of the ap|iarent 
depletion of bamboo resources in the 
country, every effort should be made to 
find suitable substitutes. It is pitiable 
to find bagasse go waste (except as fuel 
for the sugar ihdutry) when it can be 
successfully utilised in the manufacture 
of paper. At present, it is estimated that 
the total availability of bagasse in the 
country is of the order of about 80 lakh 
tonnes. This, coupled with the other 
resources like agricultural residues and 
grass, can slowlj; replace bamboo. Of 
course, the main important factor to 
be considered here is the economics of 
collection and delivery at the mill sites. 
This difficulty of course, can be over¬ 
come through the collective effort of 
the industry and the government. 

(ii) Modernisation : The industry is 
still using the age-old and obsolete 
machinery. As regards the indigenous 
production of plant and machinery re¬ 
quired for the paper industry, we have 
still to go a long way for achieving self- 
sufficiency. Most of the sophisticated 
machinery is still being imported from 
other countries. Probably the inade¬ 
quate domestic demand of the same 
does not warrant the manufacture of all 
types of machinery indigenously. The 
government should see that those paper 
maniifaciuring units in the country 
which are willing to expand their exist¬ 
ing capacities arc allowed to import the 
rijit type of machinery for meeting 
their requirements of the expansion pro¬ 
grammes. Otherwise, the dependence 
on the indigenous machinery by the 
paper industry (to wluitever extent it 
might be) will not only lead to many un¬ 
certainties but also add to the cosi of 
manufacture. Priority, of course, should 
be given to the expansion programmes 
of those units which arc meeting not 
only the demands of domestic markets 
but also of foreign markets. 

(iii) Role of Small Mills: The role of 
small paper mills in meeting the growing 
demand of paper in the country cannot 
be over-empbadsed. Apian recently pre¬ 
pared by the All-India Small Paper Mills 
Association now needs to be fully consi¬ 
dered by the government. The plan aims 
at achieving a production of three to 
four lakh tonnes of paper per annum 
with a total investment of about Rs 76 
crores. The salient features of the plan 
include the setting up of 30 reconditio¬ 
ned plants of 40 to 50 tonnes capacity 
per day by the existing small units and 
supply of pulp by the public sector 
paper corporation. 

(iv) Finance: With the present con¬ 
ditions obtaining in the capital market, 
it is very difficult for any new entre¬ 
preneur to raise funds. The govern¬ 
ment should consider the question of 


providing finances to paper industry at 
low rales of interest through the 
nationalised banks at least for meeting 
the requirements of the modernisa¬ 
tion and expansion programmes. 

(v) Royalties and Leases: Since forests 
arc a state subject, the various state 
governments are interested in getting 
the maximum revenue through royalties. 
There arc also Wide differences between 
the royally rales charged by the diff¬ 
erent state governments. These high 
rates of royalty will inflate the cost of 
production of the ultimate products. 

Again, on the question of leases, the 
industry is facing difficulty as the state 
governments are leasing out the forest 
areas only for a short period and at 
every subsequent renewal, bargaining 
is going on to the advantage of state 
governments. This kind of attitude by 
^e state governments towards the paper 
industry will put the latter in a most 
difficult position as there is no 
alternative for the industry except to 
accept the terms and conditions put 
forward by the state governments. 
In view of the long gestation period of 
the industry, unless the leases are for 
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sufficiently long periods, say for a 
minimum period of 25 years, individual 
units cannot draw up any perspective 
plan for future expansion and deve¬ 
lopment programmes. 

There is, thus, an urgent need to 
impress upon the various state govern¬ 
ments for lowering the rates of royalties 
and to grant long-term leases of forest 
areas (whenever the old leases are com¬ 
ing to an end) to the paper manufac¬ 
turing units so that the industry may 
not feel unduly inhibited in its planning. 

The paper industry in India is expec¬ 
ted to serve not only the domestic 
consumers but also the consumers 
abroad, thereby earning the much 
needed foreign exchange for the country. 
The performance of the industry on the 
export front in the past few years has 
been encouraging and the exports of 
paper and paper board increased from 
Rs 13.7 million in 1966-67 to Rs 34.6 
million in 1968-69. 

In view of this dual role of the indus¬ 
try, a dynamic, realistic[and long-term 
policy fbr its development hal to be 
evolved expeditiously. 
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WINDOW ON THE WORLD 


Tied 


JOSSLEYN 


LONDON: 

1 

INTERNATIONAL COMPARISONS 

At world conferences within the 
European Economic Community and 
the Organisation for Economic Co¬ 
operation and Development, western 
donor comitrics have repeatedly 
acknowledged the principle that aid 
should not be tied. In spite of this, 
the amount of tied long-term bilateral 
capital aid has increased, even though 
this is contrary to the aim of multila¬ 
teral, non-discriminatory world trade. 
Assessement of the amount of tied aid 
is difficult because quantitative data 
are lacking. In an earlier OECD re¬ 
port on the flow between 1961 and 
1965 of financial aid to developing 
countries, there is only a broad sum¬ 
mary of tied aid granted by the members 
of the Development Aid Committee 
(DAC). Of all the OECD annual 
publications, only the 1968 Develop¬ 
ment Assistance Review gave figures— 
relatively covert and ill-defined—on 
untied aid and its share of official 
aid granted by the individual donor 
countries in 1966 and 1967. 

This extremely meagre flow of infor¬ 
mation indicates that the donor coun¬ 
tries are well aware of the complica¬ 
tions arising from aid tying (e.g. re¬ 
duction in real value of development 
aid and discrimination against recipient 
countries) but that they consider the 
question too full of political dynamite 
to allow publication of detailed data. 
A public discussion based on empirical 
data could throw embarrassing spot¬ 
light on the vested interests, both 
political and economic, of some donor 
countries. At the same time, a compari¬ 
son of the development aid flows from 
donor countries would inevitably lead to 
new findings. The reduction of real value 
which occurs as a result of aid tying 
also means a reduction of the “grant 
element” which is the basis for mesuring 
the level of “genuine aid”. The “grant 
element” is the face value of the loan- 
sum of discounted debt services multi¬ 
plied by 100 and divided by the face 
value of the loan. A ranking of 
donor countries in this manner without 
regard to excess costs—though these are 
difficult to measure- is distorted and 
misleading. 

From the few available sources it 
was established that on an average be¬ 
tween 1966 and 1967, 50 per cent of all 


Aid 


HENNESSY 

bilateral capital assistance from the 
OECD/DAC members were contrac¬ 
tually tied. The ratio is reduced to 
about 35 per cent when total official 
development aid is taken as the basis 
for assessment. As it is virtually im¬ 
possible to quantify unofficially tied 
aid (e.g. capital assistance granted to 
®x-colonies or through application of 
political pressure from donor countries) 
the above percentages represent the 
minimum limit of actual tied aid. 
As regards the contractually tied aid, 
there are marked differences between 


the various donor countries, depending 
on the nature and intensity of their 
motivation. 

A list of significant motives would 
include: 

—a balance-of-paymcnt deficit, 

—difficulties arising from structural 
weaknesses in certain economic 
sectors, 

—^pressure from various economic 
sectors threatened with exclusion 
from traditional or potential mar¬ 
kets through artificial competi¬ 
tiveness manipulations of other 
donor countries (e.g. by their aid- 
tying), 

—demonstration of industrial 
prowess of donor country through 
the financing and execution of 


Table I 

OFFICIAL AID FLOWS TIED TO PROCUREMENT IN 
DONOR COUNTRIES^ 

Grots Disbursements 


Country 

Total official 
dev. assistance- 

Bilateral 

capital 

aid’^ 

1961—65 

1966-67 

in per cent 

1966-67 

Australia 

10—30 

17.1 

21.0 

Belgium 

0—10 

4.5 

12.5 

Denmark 

0—10 

19.7 

84.5 

Federal Republic of Germany 

30—50 

35.0 

47.3 

France 

10—30 

17.2 

34.5 

United Kingdom 

30—50 

43.8 

57.7 

Italy 

30—50 

46.2 

62.9 

Japan 

60—80 

70.8 

84.5 

Canada 

60—80 

72.5 

97.4 

Netherlands 

10—30 

16,7 

37.3 

Norway 

0 10 

1.3 

10.7 

Austria 

60—80 

83.1 

99.2 

Portugal 

0—10 

0.1 

0.2 

Sweden 

.. 0—10 

8.8 

39.3 

United Slates .. 

60—80 

77.9 

95.6 

Unweighted average 

30 

34.3 

52.3 

Weighted average 

50 

63.0 

79.5 


(•) Contractually tied project aid, contributions in kind, and official export credits. 
Official export credits in some cases play a decisive role in the Federal Republic 
of Gcnnary, Italy, Japan, Canada, Austria, and the USA. If they are disregarded, 
tied aid’s share of all public bilateral capital assistance for 1966-1967 on the 
average amounts to 30 per cent in the Federal Republic of Germany, 32 per cent 
in Italy, 73 per cent in Japan, 76 per cent in Canada, 20 per cent in Austria, and 
82 per cent in the USA. 

(^) Bilateral aid flows (incl. technical assistance and official export credits) 
plus flows to multilateral agencies. 

(®) Total official development assistance minus multilateral and technical assistance. 
Sources: The Flow of Financial Resources to Less-Developed countries, 1961 
-1965, Paris, 1967: Deveopment Assistance, 1968 Review, Paris J96S. 
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certain projects, which promote 
political prestige. 

II 

AID-TYING PRACTICES 
United States 

There has been an increase in tying 
official bilaterial capital assistance by 
the United States of America during 
the last decade attributable primarily 
to persistent balance of payments de¬ 
ficits. During the Marshall Plan period 
and through the fifties, balance of 
payments considerations were of rela¬ 
tively little importance to development 
aid. As the USA was practically 
the only possible supplier of the 
required commodities, the assistance 
dollars were automatically used 
to pay for imports from the USA, 
thus rendering formal aid-tying 
superfluous. The situation changed as 
soon as Japan and western Europe 
became competitive with the USA, 
with the result that since 1959-60, 
American capital assistance has been 
tied to procurement in the USA. 
The possibility still existed for the 
recipient countries to use their American 
dollars to import goods and services 
from other developing countries but 
in March, 1966, this possibility too 
was considerably restricted, i.e., to 
purchase from Taiwan, India, 
Morocco, Pakistan, the Philippines, 
South Korea, Singapore and Thailand. 

In attempts to make tied aid more 
effective, the “negative lists” intro¬ 
duced in 1966 were replaced a year later 
by “positive lists”: whereas the nega¬ 
tive lists name commodities notto.be 
imported with assistance dollars (e.g. 
luxury items), the positive lists consist 
of those commodities which, if pur¬ 
chased with aid dollars, must be im¬ 
ported from the USA. To ensure that 
the imports financed with capital assis¬ 
tance arc made in addition to the 
“normal” commercial imports (addi¬ 
tionality principle), the positive lists 
contain predominantly those com¬ 
modities in which the United States is 
internationally less competitive and 
which usually represent an insignificant 
part of the developing country’s normal 
commercial imports. Even services are 
tied, e.g. 50 per cent of imports pur¬ 
chased in the United States must be 
transported in ships sailing under the 
American flag. Recently the USA has, 
however, relaxed the almost total tying 
of capital assistance to Latin American 
countries, which may now use aid dol¬ 
lars to finance trade among themselves. 

An approximate idea of how greatly 
American aid-tying increased between 
1959 and 1969 can bo obtained from 
data showing the development iii pur¬ 
chases of US goods and services 


financed with AID resources. 
(The Agency for International Deve¬ 
lopment (AID) was founded in 1961 
and is the successor to the organisa¬ 
tions International Co-operation Ad- 
ministrtion(ICA) and the Development 
Loan Fund (DLF) whose tasks and 
Functions it has now taken over] 
During this period, AID assistance 
accounted for nearly 50 per cent of 
total American development assis¬ 
tance. (A further 41 per ccnt^- inclu- 
ing Food for Freedom 3U per cent, 
loans from the Export Import Bank 
nine per cent, and Peace Corps two 
per cent—^was almost completely tied 
and nine per cent went to multilateral 
agencies and other development pro¬ 
grammes.) Whereas in 1959 developing 
countries Used 47 per cent for imports 
from other industrialised countries and 
11 per cent for those from other de¬ 
veloping countries, in the first half of 
1969 virtually all goods were pur¬ 
chased in the USA. 

The United States has, however, 
continually stressed that the tying is 
a purely temporary measure, which will 
be lifted jointly with other donor 
countries as soon as there is a lasting 
improvement in the strained balance of 
payments situation. The now completed 
Peterson Report, compiled at the 
request of President Nixon, goes even 
further in advocating a general realloca¬ 
tion of American development assistance 
(at the moment predominantly bila¬ 
teral) in favour of multilateral 
aid programmes; the report also pro¬ 
poses an intensification in international 


trade, a ,demand which, if realised, 
would mean the curtailment of present 
tying practices. To what extent political 
authorities are prepared to adopt the 
Peterson proposals will be seen in tlie 
1971 bill for the enactmeot of the latest 
American initiatives in the field of 
development assistance. 

United Kingdom 

Britain’s position in the sixties was 
similar to that of the United Stales; 
that is, balance of payment deficits and 
decreasing ea>nomic influence on the 
ex-colonies led to increased official 
development aid-tying. Britain’s con¬ 
tractual aid-tying is comparatively less 
than that of the USA, but this does not 
lake into account purposive geographical 
distribution of capital assistance, which 
in fact implies a greater amount of aid- 
tying than is revealed by looking at the 
level of contractually tied aid. 
During the sixties, 85 per cent of 
Britain’s official net flows went to 
Commonwealth countries and only the 
remaining 15 per cent to independent 
developing countries outside the 
Commonwealth. 

France 

Without balance of payments dijn- 
cultics in the early sixties, France’s 
gradual increase in contractually tied 
aid served mainly to consolidate her 
influence in ex-colonics. Even though the 
level of contractually tied French aid 
in the last decade was below the average 
of the two countries above, the effective 


Table II 

PURCHASES OF GOODS AND SERVICES IN UNITED STATES, 
OTHER INDUSTRIALISED COUNTRIES AND DEVELOPING 
COUNTRIES FINANCED THROUGH A.I.D. FUNDS 


Total Other Developing 

pur- United States industrialised countries 
year chases countries 

Other millions millions percent millions percent millions per cci 

ofS ofSf ofS of $ 


1959 

1002.. 1 

475.0 

47 

422 3 

42 

104.8 

II 

I960 

1040.8 

422.7 

41 

513.9 

49 

103.6 

10 

1961 

1054.6 

465.7 

44 

496.3 

47 

92.4 

9 

1962 

883.9 

586.4 

66 

139.0 

16 

158.5 

18 

1963 

1170.0 

929.3 

79 

78.0 

7 

162.7 

14 

1964 

1165.2 

1008.5 

87 

38.7 

3 

118.1 

10 

1965 

1287.8 

1185.8 

92 

22.5 

2 

79.5 

6 

1966 

1231.6 

1110.5 

90 

112 

1 

109.9 

9 

1967 

1402.3 

1349.5 

96 

7.3 

1 

45.5 

3 

1968 

1161.2 

1142.7 

98 

8.2 

1 

10.3 

1 

1969 1 St half 

506.8 

502.6 

99 

1 .4 

9|t 

1.8 



(♦) Less than 1 per cent. 

Sources: Operations Report, Agency for International Development, FY 1959^ 
Washington D.C. 
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tics were even more extensive thamBri- 
tain's. 

Thus, between 1960 and J968, 90 per 
cent of French official net flows went 
to French currency areas, 24 per cent 
of which were French overseas territo¬ 
ries or departments. This concentration 
of capital assistance on areas with tradi¬ 
tional or currency links with France, 
along with the fact that almost 45 per 
cent of gross payment account for tech¬ 
nical assistance, ensured that most of 
the imports of developing countries 
financed by capital assitance wore pro¬ 
cured in France. Similarly, other ex- 
and present-day colonial powers (Bel¬ 
gium, Portugal) had no need to re¬ 
course to contractual ties to ensure 
the reflux of the majority of their de¬ 
velopment assistance through import 
orders. 

Japan 

Whereas the increasing tied aid of the 
above countries is generally considered 
as a “defensive" measure, Japan pur¬ 
sued a market-capturing strategy with 
a large amount of aid-tying to pro¬ 
curement of Japanese products. 
According to the statute of the Japanese 
Export Import Bank, all extending of 
credit is based on tying; no such 
regulation exists in the Overseas Eco¬ 
nomic Co-operation Fund. At the begin- 
ing of the sixties, all Japanese capital 
assistance was completely tied. During 
the following years, however, there 
was a slight relaxation which lowered 
the ratio to 8.5 per cent in the average 
of the two years 1966 and 1967. 

West Germany 

" The Federal Republic of Germany 
holds a relatively favourable position in 
the international comparison of tied aid, 
but these data lie above those one would 
expect in view of the often-stressed 
liberal attitude. With persistent balance 
of payments surpluses in the federal 
republic, aid-tying hardly seems ne¬ 
cessary. On the other hand, a renuncia¬ 
tion of aid-tying on West Germany's 
part would probably lead ut most to a 
small change in the pattern of world 
trade, as even then a large percentage of 
bilateral capital assistance would still 
be used for imports from the federal 
republic. 

in 1968, the federal Ministry of 
Economics drew up a set of "Guidelities 
for the Shaping of Long-term Capital 
Assistance from the Federal Republic 
to Developing Countries", which 
stale that aid-tying may be considered 
if (i) a demonstration effect is to 
be achieved by a capital assistance 
project, (ii) West German suppliers 
arc put at a competitive disadvantage 


by the tying practices of other donor 
countries, or (iii) structurally-weak 
.sectors of the economy stand to benefit. 
However, only a portion of the federal 
repul,lie’s aid-tying is in keeping with 
thc.se guidelines. Between 1960 and 

1969, about 10 per cent of West Gcr-^ 
many's bilateral capital assistance was* 
tied in accordance with (i) above. In 
addition to this, however, commodity 
aid and maintenance support, which 
are not project linked and which amoun¬ 
ted to .approximately 20 per cent of 
bilateral capital assistance in the sixties, 
arc tied to procurement of goods in the 
federal republic. 

Nevertheless, the federal republic 
declares itself ready in principle to grant 
untied aid. In the development assis¬ 
tance policy resolutions of February 
26, 1970, the federal government also 
proposed the gradual abolition of all 
tied aid by donor countries. 

Ill 

MITIGATION OF TIED AID 

So long as reduction of aid-tying 
does not progress past the declaration 
of intent stage and is not pursued in 
earnest, a minimal first step ought to be 
mitigation of the harmful effects of 
existing aid tying. (It was made clear 
at the n-inth UNCTAD council meeting 
in Geneva held from February 3 to 20, 

1970, that no major progress could be 
made by abolishing tied assistance.) 
Some possibilities in this direction 
w(»idd be: 

—invitation of all domestic supp¬ 
liers to national tenders; 

- improvement of procurement 
techniques and organisation in deve¬ 
loping countries through technical 
assistance (c.g. the Afro-American- 
Purcliasing Centre set up incollo- 
boration with AID and which helps 
recipient African countries to 
ascertain the most favourable 
price and quality obtainable from 

American suppliers); 

-expansion of the assortment of 
goods and .services included in 
existing lists so that the develop¬ 
ing countries can avoid unfavour¬ 
able prices; 

—the possibility of spending tied 
aid not only in the donor country 
but also within the developing 
countries (e.g. the United States 
Latin American Assistance); 

— a combination of international 
tenders and procurement tying by 
means of so-callcd joint financing 
i.e. the financing projects and com¬ 
modities in which the donor coun¬ 


try is internationally most competi¬ 
tive and hence wins the contract. 

The elimination of excess costs resul¬ 
ting from such measures that is a 
rise in the real value of capital assistance 
would indeed partly run contrary to 
the aims of tied assistance but on the 
other hand would in part promote them: 

—such measures would support the 
"demonstration motive" because 
having the most competitive sup¬ 
pliers is the best way to enhance 
a donor country’s economic and 
political prestige; 

—the adoption of such measures 
would not run contrary to the 
“balancc-of-payments motive" in 
so far as development assistance 
would still be linked with corres¬ 
ponding exports; 

—these measures would defini¬ 
tely contradict the "weak-sector 
motive." as the opportunity to give 
contracts to inefficient producers 
in the donor country would be 
curtailed but in the long run this 
also would certainly to be the 
advantage of the donor countrv 

Sources and acknowledgements: 

The foregoing summarises an ex¬ 
clusive report in the latest issue of the 
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Eautomic Bulletin compiled by Hans 
Bokennann and published by the 
Deutsches Institut far Wirtshaftsfors- 
chung (Konigin Luise Strasse, West 


VIENNA: 

It would be ungenerous to greet 
the Common Market’s decision to 
introduce free imports over a wide 
range of manufactures from indus¬ 
trially developing countries with the 
remark “better late than never” 
but the idea has taken eight years to 
develop into a decision. 

The proposal was first put forward at 
the very difficult meeting of the United 
Nations Conference on Trade and 
Development (UNCTAD) which 
lasted for some eight weeks in the spring 
and early summer of 1963 in Geneva. 
Since then the industrial countries of 
western Europe partners in the Ken¬ 
nedy Round of general tariff reduc¬ 
tions, the USA and Japan have come to 
take at first a less flatly negative atti¬ 
tude to the proposal and then slowly 
to see how such and idea could be put 
into operation without overmuch loss 
to themselves. 

Although the Common Market 
often accused of protectionism will be 
the first to lift its tariff barriers for a 
wide range of imports from the indus¬ 
trially developing countries, it was 
Japan which first made the offer. Some 
months ago Japan indicated that it 
would acee|>t in general the UNCTAD 
proposal, first put forward at Geneva 
in 1963 and repeated in a resolution 
adopted at a session in New Delhi in 
1968, of duty-free imports and the Com¬ 
mon Market has now gone a tactical 
step ahead of Japan by taking a for¬ 
mal decision on the subject. 

Certain Limitations 

There are limitations to the tariff 
relaxation: the Market will restrict the 
duty-free access to its members to the 
level of their imports from the develop¬ 
ing countries in 1968 plus five per cent 
of their manufactured imports from 
other fully industrially developed 
countries. A range of procesed agri¬ 
cultural products will be included in the 
benefit as technically “manufactures” 
but textiles and footwear will receive 
less generous treatment from both the 
Common Market and Japan. The latter’s 
■own massive textile exports are still a 


Berlin 5) but the DIW is responsible 
neither for the emphasis of my summary 
nor for my comments based on a va¬ 
riety of sources. 


major obstacle to a new trade agree¬ 
ment between the USA and Japan and 
Europe's textile manufactures are a 
highly protected area. 

The French were as usual the most 
difficult to move in the m'atter main¬ 
taining their objections to a generalised 
tariff system and still favouring tightly- 
knit trade blocs as the economic ideal. 
It was on French insistence that Israel, 
Turkey. Spain and Portugal were, at 
least for the time being excluded from, 
the duty-free benefit for their imports 
as well as such “politically sensitive” 
countries as Taiwan and Cuba. The 
only communist country benefiting 
from the relaxation is Yugoslavia, 
though others may be included later 


if France can be persuaded to relax 
over the Mediterranean area and if, as 
now seems possible, relations between 
the Common Market and Comecon 
areas improve. 

Market officials calculate that the 
value of trade covered by the relaxation 
will be about £ 416 million and that the 
Market's loss of revenue will be about 
£ 40 million a year. The principal bene¬ 
ficiaries are likely to be the industrialy 
developing countries of Asia and South 
America. African countries have as yet 
so very little manufacturing capacity 
that the benefit to them will, for the 
time being, be minimal. Hongkong is 
included in the preferences but, as a 
result of pressure from European in¬ 
dustries both its textile and footwear 
manufactures will still have to pay full 
customs duties. 

One of the most encouraging aspects 
arising from this belated acceptance of 
the UNCTAD resolution by the Com¬ 
mon Market and Japan is that it will 
give a powerful impetus to the USA to 
follow their example. The United State 
has already proposed a system which 
would give unlimited duty-free access. 
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subject to safeguards, to all manufac¬ 
tured imports from industrially oeve- 
loping countries except textiles, footwear 
and petroleum products. 

In any case, the US relaxations, if 
they come, will not be in time to join 
those offered by Japan and the Com¬ 
mon Market as from July 1. The best 
that can be hoped for is that the Markct- 
Japancse decision may hasten the US 
administration in putting forward a 
definite proposal for the US Congress 
to consider. No bill has yet been drawn 
up on a generalised preference plan and 
the US Congress has as yet to come to 
a decision on the highly controversial 
Trade Bill still before it and the US 
administration to come to new trading 
terms with Japan. These two consi¬ 
derations are the most immediate 
concerns for the United States, but 
it is unlikely that the USA will choose 
to wait till the next UNCTAD con¬ 
ference, to be held in Santiago in April 
1972, before arriving at a decision over 
its attitude to imports from the indus¬ 
trially developing “third world/’ 

Slowing Growth 

Meanwhile, western Europe—both 
the Market and the EFTA areas— arc 
doing a little less well than formerly. 
Its growth ratc.s are slowing down 
gradually. Tw^o year ago, in 1969, 
west Europe’s gross national product 
was six per cent; last year it went down 
to 4.7 per cent and a growth of not more 
than 3.8 per cent is expected for 1971. 
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Foreign trade growth is also likely to 
slacken, although west Europe’s ex¬ 
ports will benefit from the economic 
recovery taking place in the USA. But 
inflationary pressure is stronger in wes¬ 
tern Europe than at anytime for 20 years 
with prices and wages rising last year 
on an average by 5.9 per cent and 15 
per cent, respectively,wages rising more 
steeply than at any time for 18 years. 

The most serious problems for an 
otherwise prosperous west Europe are 
its sharply rising wage bill, its combined 
trade deficit which rose to £ 2,900 mil¬ 
lion in 1970 from £ 1,900 million in 1969 
and which is expected to go up again 
this year and the certainty of much 
heavier industrial overheads caused by 
the considerably increased oil prices. 
Not least, in some ways the most widely 
menacing of its problems, is the dissatis¬ 
faction of almost all farmers in western 
and central Europe, which erupted in 
adcstructive and murderous riot in 
Brussels, and which may not be quiete¬ 
ned by the Common Market’s farm re¬ 
form plan which has allowed moderate 
price increases and proposes more so¬ 
cial security for the farmers. The farm¬ 
ers? like the industrial workers, having 
achieved a rise by strike action and 
aggressiveness, are unlikely to rest 
content with their bigger earnings but 
to use them as a base line in demanding 
more. This economic unrest in its 
biggest industry—farming —is west 
Europe's most vital problem, and on its 
satisfaction hang all other essential 
forms of progress and development. 
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are likely to get into a joint venture for 
mining with the Zambian govcmmbnt 
and Anglo-American Corporation* 
These two trading companies are al* 
ready importing annually around 
100,000 tonnes of blister copper from 
Zambia. This joint venture may also 
involve International Nickel of Canada, 
and may operate in over ten mineral 
regions in Zambia for copper, lead, 
zinc and diamonds Japanese and 
French mining interests are also engag¬ 
ed in a joint venture to develop ura¬ 
nium resources in Nigeria. The Japa¬ 
nese rely on north and west Africa 
for phosphate rock and upon Sierra 
Leon and South Africa for iron ore. 
The Japan Petroleum Products* Asso¬ 
ciation has also launched a project 
to search for sulphur oil in the Congo, 
Cameroon, Gabon and Angola. 

Important Project 

An important project to emerge 
from the visit of the mission is a $ 750 
million trans-continental highway which 
Tokyo may finance partially in order to 
eliminate the main hindrances in the 
development of Africa caused by huge 
distances and poor communications. 
The 4,0{X)-milc east west highway 
would link Kenya, Uganda, the Congo, 
the Central African Republic, Chad, 
Cameroon and Nigeria. Some of these 
countries have expressed keen interest 
in the project. 

The Japanese have also established 
manufacturing units in several African 
countries. In the capital of Lagos and 
its suburbs, the Japanese have esta¬ 
blished plants for the assembly of 
television and radio sets and for the 
manufacture of sheet iron, synthetic 
cloth and fishing nets. They also run 
a textile mill which is currently being 
expanded to employ around 4,0(X) work¬ 
ers. The Japanese have also shown 
keen interest in the establishment of a 
petro-chemical complex, an automobile 
assembly plant, a cotton textile fac¬ 
tory, an oil refinery and an ambitious 
tele-communications network involving 
several countries in west Africa. 

Japan also depends on some African 
countries for the supply of raw cotton. 
For instance it has entered into a fair¬ 
ly big contract with Zambia for the 
supply of cotton seed and east Africa, 
the Sudan and UAR for the supply 
of cotton. West Africa also supplies 
timber and fisheries products to Japan. 

On the other hand Japan has taken 
over as Nigeria’s important supplier of 
ferrous and non-ferrous manufactured 
products and has entered the export 
trade of synthetic textile machines, tele¬ 
communication equipment and machine 
tools in a big way. 


Japan Enters Africa 

HAROEV SINGH 


A DEUiGATioN of Japanese entre¬ 
preneurs, representing industries such 
as automobile, steel, shipping, mining, 
and trading, which was sponsored by 
the Japanese government, has recom¬ 
mended after a recent visit to Africa 
that the area south of the Sahara should 
form a priority region for Japanese 
investments. The delegation came to 
this conclusion after a visit to Ethio¬ 
pia, Kenya, Tanzania, Zambia, the 
Congo, Nigeria, Ghana, the Ivory Coast 
and Senegal. 

The Chairman of Mitsubishi Heavy 
Industries Ltd, Mr Furaihiko Kono, 
who headed the delegation, has recom¬ 
mended that Japanese investments 
should flow particularly into raw mate¬ 
rials and transportation. On this basis 
Japan is likely to invest in the field of 
mining in a big way. This is also in 
line with the large and nevertheless 


rapidly growing demand for mining 
products in Japan. It has been point¬ 
ed out, for instance, that Japan’s 
annual requirements of copper by the 
year 1975 may be of the order of one 
million tones and bulk of it is now like¬ 
ly to be supplied by the Zambian- 
Congolcse copperbclt. Already a min¬ 
ing concern, Sodimeo, owned jointly 
by the Congolese government and a 
consortium of Japanese interests led 
by Nippon is opening up a copper 
mine at Kisenda in Katanga. Us engi¬ 
neers rccenily confirmed their find of 
fairly rich deposiu containing 8.4 per 
cent copper. Sodimeo hud also made 
known its intention of sinking S 75 
million into another copper'mine near¬ 
by at Mushoshi which is likely to yield 
production sn 1972. 

Two giant Japanese trading houses, 
Mitsui and Mitsubishi Shoji Kaisha 
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It has by now been firmly established 
by highly credible eye-witness accounts 
in the world press that the armed forces 
of the military regime in Pindi have been 
destroying with systematic savagery 
large numbers of ordinary men, wo¬ 
men and children in East Bengal in 
an attempt to suppress the movement 
for Bangla Desh. Such of us as might 
have fondly hoped that the great 
powers would intercede on behalf of 
the ravaged populace of East Bengal 
have learnt the bitter lesson that hu¬ 
manitarian considerations just do not 
count in the calculations of great power 
politics. Indeed it would even appear 
that the United States, for instance, 
would easily be convicted of hypocrisy 
had its government raised its voice in 
clear condemnation of the mass killings 
in East Bengal. Its record in the Viet¬ 
nam war being what it is, Washington 
just cannot afford to strike a moral 
pose and preach to Pindi. When so 
many people in the United States, 
including its President, have decided to 
accord the status of a national hero to 
a convicted mass murderer such as 
Lt. Galley, their government certainly 
cannot be the one to throw a stone at 
the Yahya gang. 

As for the United Nations, its Secre¬ 
tary-General has reduced it from a 
council chamber of the nations to 
their chamber pot. U Thant and the 
senior officials of his secretariat have 
been fattening for years on some of the 
highest salaries in the world, paid out 
of contributions froiyi peoples of many 
countries, including the butchered 
peasants of East Bengal whose salt 
U Thant and his men have thus eaten. 
Even so, this small, selfish and cowardly 
person has made only Judas-gestures 
when confronted with the moral chal¬ 
lenge of the mass slaughter in East 
Bengal. 


Ido not find it in myself to applaud 
the Government of India for having lent 
its military helicopters to the Govern¬ 
ment of Ceylon for use against insur¬ 
gents in that country. There is no 
military pact between Ceylon and India 
obliging New Delhi to go to the rescue 
of the government of Colombo in this 
fashion. If the Bandaranaike administ¬ 
ration has trouble on its hands, it has 
only itself to blame. So consistent has 
been its mismanagement of the political 


and economic affairs of Ceylon that 
it is no wonder that it at last finds itself 
relying so heavily on its security forces 
for maintaining law and order in the 
island. The insurgency has been given 
a “Che Guevara'’ label. Even so, this 
is a matter clearly for the people of 
Ceylon to settle without aid or com¬ 
fort from the government of Mrs 
Gandhi to the government of Mrs 
Sirimavo Bandaranaike. 


Whether the Supreme Court has 
been impressed by the Prime Minister's 
suggestion that it should take note of 
how the people had voted in the recent 
election and reform itself, 1 do not 
know. What is clear, however, is that 
the Federation of Indian Chambers of 
Commerce and Industry has lost no 
time in drawing its own conclusions 
from the Prime Minister's admonition 
which, it cvidcnlly believes, applies to 
other institutions besides the Supreme 
Court. There may be something to be 
said for businessmen individually not 
wanting to play an active part in poli¬ 
tics, but I sec nothing in favour of a 
business organisation collectively choos¬ 
ing to play the game of the politicians. 
The struggle between liberalism and 
so-called radicalism in this country is 
far from over yet. Some businessmen 
may be able to obtain short-term gains 
by surrendering to the political pres¬ 
sures or passions of the day. They 
may nevertheless discover sooner rather 
than later that they have been short¬ 
sighted in imagining that one election 
has settled for ever the issue of the 
individual versus the state or rather the 
government of the day. 


I have a feeling that even more 
popular than the Prime Minister's 
triumph in the election is Mr Masani's 
defeat at the polls. I suspect, in fact, 
that his defeat has been popular 
even with his own family, including Mrs 
Masani. 

Mr Masani, however, has an advan¬ 
tage in that he does not know when he 
is down or even when he is down and 
out. Writing in the Siates/nan he has 
latoured the point that Mrs Gandhi or 
her party cannot be credited with having 
received a massive mandate from the 
electorate since she or it had polled 


only 43.64 per cent of the total votes 
cast in an election in which only 
54.81 per cent of the total electorate 
chose to visit the ballot box. Mr 
Masani, hem, overlooks the fact 
that, given the size, composition and 
qualii\ of the electorate in this 
country, voter participation in an elec¬ 
tion to the extent of about 55 per cent 
is not a ^mall thing by any reckoning. 
Again, for a party fighting an election 
on a national scale under these condi¬ 
tions, to secure about 44 per cent of tlte 
total votes cast is no mean achievement 
when considered in the light of the 
fact that this party was confronted 
by an alliance of four all-India 
parties. 

If Mr Masani's argument is that Mrs 
Gandhi has failed to make good her 
famous boast that 95 per cent of the 
people arc with her, I. for one, would 
not grudge him the satisfaction of hav¬ 
ing scored a debating point. 1 would 
point, however, that he himself has 
conceded that Muslims, Harijans and 
women have voted en bloc for Mrs 
Gandhi and her party. Many would 
add to this list the class of voters in 
their twenties. Is it Mr Masani’s con¬ 
tention that these categories can be 
dismissed as reflecting negligible seg¬ 
ments of the popular will? Could it be 
his notion that, while adult suffrage may 
assume that all voters are equal, there 
still arc categories of voters who must 
be considered less equal than 
others? 

Mr Masani is no doubt right in stating 
that the popular will could get more 
accurately reflected in the composition 
of legislatures if elections are held under 
one or the other system of proportional 
representation. Now that he has per¬ 
haps considerable free time on his hand, 
he is welcome to campaign for electo¬ 
ral reform. Meanwhile he must recon¬ 
cile himself to facing the fact that all 
the five general elections have been held 
on the basis of a single, non-transfer- 
able vote and that the electorate as a 
whole managed nevertheless to express 
effectively its disillusionment with and 
disapproval of the Congress party in 
1967 just as it has recorded its faith and 
hope in the party of Mrs Gandhi in 
1971. A political realist roust accept 
this fact, but then Mr Masani has 
never been a realist^ political or other. 

V.B. 
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Trade 


CAR PRICES 

Thh Supreme Court recently passed 
an interim order fixing the selling prices 
of the Ambassador, Fiat and the Stan¬ 
dard Herald motor-cars pending dis¬ 
posal of writ petitions by the Premier 
Automobiles and others. This order, 
the court >aid, is subject to the 
final order that the court will pass after 
taking into consideration the prices 
fixed by the government. The court 
said that if felt later that the prices 
should be less than those fixed, the 
manufacturers will be bound to refund 
the excess ex-factory price collected 
from the consumer. A condition to 
this effect should be incorporated in all 
the sale documents. The Ambassador 
Mark II would be permitted to sell 
their cars hereafter for an cx-factory 
price not exceeding Rsl 5,769, the manu¬ 
facturers of the Fiat 1100 for an ex¬ 
factory price not exceeding Rs 14.787 
and the manufacturers of the Standard 
Herald, 4-door model, for an ex-fac¬ 
tory price not exceeding Rs 15,220. 
These pi'ices had been proposed by the 
commission set up to recommend the 
fair selling prices. Coming to the dea¬ 
lers’ margin, the commission appointed 
by the government had recommended 
a sum of Rs 1,050 for dealers of the 
Ambassador, Rs 900 for dealers of the 
Fiat and Rs 860 for those of the Stan¬ 
dard Herald 4-door model. The court 
directed that the manufacturers shall 
pay the aforesaid commission as an 
interim measure. So far as the other 
concessions to be given to the dealers 
recommended by the commission were 
concerned, the court made it clear that 
it would take this fact into considera¬ 
tion ill the final decision regarding 
the rise inter se between the manufac¬ 
turers and the dealers. In pursuance 
of the directions issued on May 5, 
1970, the government had appointed 
a commission to recommend the fair 
selling prices of the Ambassador Mark 
11, the Fiat 1100 and the Standard Herald 
4-door model. It was pointed out to the 
court by the Attorney-General that the 
government had not yet considered this 
report and, therefore, it was difficult 
to say if the recommendations made by 
the commission were acceptable. There¬ 
fore, the court considered it necessary 
to pass an interim order for the reason 
that if once cars are sold by the manu¬ 
facturers to the consumer for a price 
Jess than that recommended by the 
commission it may not be possible to 
realise from the consumer any price 


Winds 


that will be fixed in excess of the prices 
in force at present. The court further 
directed that since the petitions have 
been pending for a long lime, they may 
be listed for hearing in the first week of 
August. 

FOREIGN TRADE IN JANUARY 
Export from this country in January 
1971 totalled Rs 143.72 crorcs and im¬ 
ports Rs 157.10 crores. For the ten- 
month period. April 1970 — January 
1971, exports amounted to Rs 1241.10 
crorcs as against Rs 1187.98 crores 
during the same period in 1969-70, 
showing a rise of Rs 53.12 crores. The 
trade statistics for April 1970—January 
1971, alongwiih the corresponding 
figures for 1969-70, are given below. 

(Rs crores) 


Cumulative totals for 
April-January 



1970-71 

1969-70 

Exports (incl. re- 

exports) 

1241.10 

1187.98 

Imports 

1371.84 

1307.7.5 

Balance of Trade 

-130.74 

—119.77 


NEW IMPORT POUCY 

The import policy for the period 
April 1971—March 1972 will be an¬ 
nounced on April 30, 1971. According 
to an Import Trade Notice issued re¬ 
cently. Import applications for the 
period April 1970—March 1971 re¬ 
ceived up to March 31,1971, and pend¬ 
ing applications relating to the previous 
periods will continue to be considered 
in terms of the import policy for the 
period 1970-71, till the new import 
policy for the next licensing period is 
announced. Applications for import of 
raw materials, component.s and spares 
by ‘priority’ industries and by registered 
exporters for 1971-72 will continue to 
be made on the same basis as for 
1970-71. 

POWER SHORT AGES 

Power shortage in some areas is main¬ 
ly due to the absence of transmission 
lines from the neighbouring* surplus re¬ 
gions. Inadequate investment in the 
field of transmission and distribution is 
chiefly responsible for this and in the 
absence of inter-connection, unsatis¬ 
factory voltage conditions and low re¬ 


liability of supply in various power sy- 
tems will continue, states the report of 
the Power Economy Committee which 
has been submitted recently to Dr K-L, 
Rao, union Minister of Irrigation & 
Power. In order to illustrate its point, 
the report refers to an indicative study 
of the benefits of integrated operation of 
four systems in the southern region 
which shows that about Rs 8.27 
crorcs could have been saved in fuel 
charges alone in 1968-69 if principles 
of economic generation scheduling 
were applied. Nearly 2692 million units 
of thermal generation in Tamil Nadu 
could have been substituted by zero 
cost surplus hydro generation from 
Sharavathi hydro-electric project, My¬ 
sore. The report also indicates simi¬ 
larly about Rs 8.33 crorcs can be saved 
in 1973-74 if co-ordinated generation 
scheduling is carried out. A large capa¬ 
city saving can also be achieved, if 
systems are planned and operated in an 
integrated manner. The report observes 
that one state may have surplus gencrat- 
ting capacity while the other may 
suffer shortages. It cites the example of 
a state like Maharashtra which lost 
industrial production to the tune of Rs 
100 crores in power shortage extending 
for six months in 1969 due to absence of 
adequate transmission lines with Mysore 
and Madhya Pradesh, where surplus 
power was available. The report points 
out that provision for transmission and 
distribution in the fourth Plan is Rs 721 
crores against a provision of Rs 1255 
crorcs for generation schemes and R$ 
444 crorcs for rural electrification. If 
the deficiencies are to be rectified, it is 
apparent that provision for transmis¬ 
sion and distribution in the fourth Plan 
and subsequent Plans should be consi¬ 
derably increased, states the report. 

TEA DELEGATJON 

A four-member delegation, led by 
Mr C.S. Ramachandran, Additional 
Secretary ot the Ministry of Foreign 
Trade, has left for Rome recently to 
participate in the meeting of the Ex¬ 
porters’ Group of the Consultative 
Committee of Food and Agriculture 
Organisation (FAO) on Tea, At the 
second session of the FAO Consul¬ 
tative Committee on Tea, held in No- 
vcmbcr-Decembcr, 1970 in New Delhi, 
the exporting countries had recognised 
that, within the projected frame-work 
of long-term arrangements for tea ex¬ 
ports, an interim arrangement was re- 
auired for 1971. It was then agreed 
that the global export quota of black 
tea in 1971 should be maintained at the 
same level as for 1970. It was also 
agreed that a meeting should be held 
early in 1971 lo review the situation. 
The Consultative Committee on Tea 
has been working on the problem of 
balancing export supply and demand, 
so as to stabilise prices at a remunera- 
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tive and equitable level. The global 
cx^rt quota for black tea was fixed at 
594 million kgs for 1970 with a possible 
shortfall of about one per cent. The 
Indian delegation proposed to make 
efforts to reach an accord with other 
exporting countries to ensure that the 
prices reach at least the 1968 level. 

MISSION FOR AUSTRALIA 

A 15-membcr technical mission 
sponsored by the Indian Pulp and Pa¬ 
per Technical Association with the 
assistance of United Nations Industrial 
Development Organisation left for 
Australia recently to study the problems 
of utilisation of tropical raw materials 
like hardwoods bagasse and agricultural 
, residues. The mission will also study 
the techniques in forestry, paper making 
conversion and other fields. Speaking 
to newsmen, on the eve of its departure. 
Dr R.L. Bhargava, leader of the mis¬ 
sion, said that the mission will also visit 
Japan and Thailand. Their interest in 
going over to Australia was to study 
the utilisation of hardwoods such as 
eucalyptus pulping and newsprint. Mr 
Bhargava added that 80 per cent of the 
consumption of newsprint in Australia 
came from the raw material eucalyptus. 
He felt that the Australian technology 
in the manufacture of newsprint from 
eucalyptus could be useful for India 
and that Australia had an open mind 
in offering her technology. 

CO-OPERATION WITH RUSSIA 

This country and the Soviet Union 
signed recently an agreement providing 
for the supply of 20,000 tonnes (110,000 
bales) of raw cotton annually from the 
Soviet Union which would be converted 
into cotton textiles in India and re¬ 
exported to the Soviet Union. This 
follows high level discussions held in 
New Delhi between delegations of the 
two countries to discuss matters relat¬ 
ing to trade and industrial co-operation. 
The union Minister of Foreign Trade, 
Mr L.N. Mishra. who led the Indian 
delegation to these talks, signed on 
behalf of India Mr N.N. Mirotvortsev, 
Vice-Chairman of the USSR State 
Planning Committee, who led the Soviet 
delegation, signed on behalf of the So¬ 
viet Union. The agreement is in pur¬ 
suance of Article 11 of the Indo-Soviet 
Long-term Trade Agreement which was 
concluded in New Delhi in December 
last. Article II of the Agreement en¬ 
visages the exploration of “new 
avenues in the field of industrial 
co-operation as well as for further 
utilisation of existing and the 
creation of additional production capa¬ 
cities in each country on a mutually 
beneficial basis with a view to bringing 
about further increase in bilateral 
trade.” The two delegations have also 
hdd discussions regarding further 
transactions of similar nature which 


may materialise in future. These relate 
to the possibilities of concluding arrang- 
ments in respect of raw wool and sup¬ 
ply of pig iron from India to the Soviet 
Union for conversion into rolled steel 
and alloy steel and subsequent re-ex¬ 
port to India. Both sides have agreed 
to hold further discussions in this re¬ 
gard in the near future. 

AGRICULTURAL EXCHANGE 

The feeling that closer collaboration 
in agriculture between Hungary and 
India was desirable was shared by Mr 
Fakhruddin Ali Ahmed, Minister for 
Food & Agriculture, and Dr Imre 
Dimeny, Hungarian Minister for 
Agriculture, when the latter called on 
Mr Ahmed recently. Dr Dimeny paid 
a high tribute to Indian scientists whos*? 
work he had seen at the Indian Agricul¬ 
tural Research Institute, New Delhi, 
the Indian Veterinary Research Insti¬ 
tute, Izzatnagar, and at the Panlnagar 
University. He gave an account of the 
progress made by Hungary in the culti¬ 
vation of Iriticalcs (protein-rich cross 
between wheat and rye), in evolving high 
yielding varieties of maize and sugar 
beet, in the utilisation of waste for fod¬ 
der, in poultry development and in rais¬ 
ing forests through quick-growing 
species. He felt that Indian experience 
in these fields would be valuable for 
Hungary and Hungarian experience, 
similarly, would be of use to India.. 
His suggestion that arrangements should 
be devised for more direct contacts 
between agricultural experts of both 
countries than was possible under the 
present cultural agreement was wel¬ 
comed by Mr Fakhurddin Ali Ahmed. 
It was agreed that Hungary would 
initiate a proposal which would gene¬ 
rally affirm the desirability of closer 
collaboration, after which specific 
areas would be identified by visits of 
expert teams. 

COCONUT OUTPUT 

This country produces nearly 5,437 
million fruits in her conconut gardens 
covering about 978,000 hectares (1968- 
69) and earns more thanRs 14croresin 
foreign exchange from the export of 
coir goods and coconut oil cake. But at 
the same time the country imports copra 
and other coconut products worth over 
two crore rupees annually to meet inter¬ 
nal demand. Kerala alone accounts for 
two-thirds of the total area under coco¬ 
nuts. The other states which grow this 
crop arc Mysore, Tamil Nadu, Andhra 
Pradesh. Maharashtra, Orissa, West 
Bengal and Assam, it is proposed to 
increase output and the target for the 
end of 1973-74, has been |>laced at an 
annual additional production of 1000 
million nuts. The strategy for epeonut 
development during the period is to 
increase production from the existing 
gardens by organising packa^ pro¬ 


grammes aimed at raising productivity 
per unit area by supplying inputs like 
fertilisers, manures, irrigation and plant 
protection measures. In addition, em¬ 
phasis is being laid on production of 
disease resistant hybrid seedlings which 
give double the yields. The scheme ih 
already under implementation in 
Kerala, Mysore. Tamil Nadu and 
Andhra Pradesh. 

PETROLEUM INDUSTRY 
Petrolemn and fertilizer industries 
in the country according to a folder 
brought out by the Economic & Slati.s- 
lical Division of the Ministry of 
Petroleum, Chemicals and Mines and 
Metals maintained a steady growth 
during 1970. Crude oil produc¬ 
tion. after experiencing a sharp 
growth in 1969, maintained that level 
of production in 1970 loo. How 
ever, it is interesting to note that while 
the indigenous crude production was 
enough to meet only 5.8 per cent of the 
demand for petroleum products in 
I960, its share rose to 36 per cent in 
1970. The Oil & Natural Gas Com¬ 
mission’s share in the production of 
crude rose sharply in the five-year 
period 1965-70, from 37 per cent to 53 
per cent. On the refinery side, the fi¬ 
gures show that whereas in I960, there 
were only four refineries, all in the 
private sector, in 1970, this country had 
10 refineries out of which 5 were in the 
public sector. Of the total refinery 
throughput of 18.5 million tonnes in 
1970, the public sector refineries ac¬ 
counted for 11.0 million tonnes or 59 
per cent of the total. 

In 1970, the consumption of petro¬ 
leum products increased at a rate of 

8.1 per cent compared with the rate of 
9.5 per cent last year. Some of the 
important petroleum products, which 
had a high growth rate, were liquiified 
petroleum gas and naphtha. The total 
impt)rt bill of crude and products rose 
from Rs 85.60 crorcs in I960 to Rs 

133.1 crores in 1970. However, of the 
total imports in 1960, petroleum pro¬ 
ducts accounted for 48 per cent, whereas 
in 1970, this figure fell sharply to 23 per 
cent. It was mainly the crude that was 
imported. 

LUFTHANSA EXTENDS SERVICE 

On April 1, 1971, the Lufthansa car¬ 
rier’s new summer schedules will in¬ 
clude Bombay, Warsaw and Turin, 
On May 13, services to Asuncion and 
Casablanca will commence and finally, 
on June 1, Caracas and Monterrey will 
be added to the network. The other 
highlights of the new summer schedule 
are: the fourth Boeing 747 will be put 
in service; Caracas and Bogota will be 
included in the freighter network; on 
the North Atlantic a fourth weekly 
service will be added from Fankfurt to 
Mexico. This flight will also call at 
Montreal and Monterrey. 
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Company Affairs 


MADRAS RUBBER 

Mr K.M. Chcrian, Chairman. Madras 
Rubber T'actury Ltd. told the share¬ 
holders at the annual general meeting 
held recently that the balancing eqiiip- 
anenl received and installed during the 
year ended September 30, 1970, had 
resulted in additional capacity 
which contributed to increased pro¬ 
duction. Sales of the company 
increased by 20 per cent to more 
than Rs 24 crorcs and net profit 
also recorded a increase from Rs 
94.25 lakhs to over Rs one crorc. The 
directors have recommended a pay¬ 
ment of dividend of 12 per cent on the 
paid-up capital. Mr Chermn informed 
the shareholders that efi'orts were being 
made to expedite the shipment of the 
remaining machinery so that the expan¬ 
sion of the company’s manufacturing 
capacity could be completed in 1972 
from 360,000 to 610,000 tyres and tubes. 
He added that the production of bicycle 
tyres started on March 1, 1971, and 
production of brake chamber diaph¬ 
ragms was also taken up in February 
1971. Mr CIterian stated that the com¬ 
pany exported tyres and tubes worth 
more than Rs 58 lakhs to over 30 count¬ 
ries including the USA It was through 
sustained efforts that the company was 
able to attain this level of export per¬ 
formance. 

Mr Cherian stressed the need for re¬ 
search and development and stated 
that continued technical collaboration 
agreements were necessary in order 
to receive technical know-how from 
the collaborators on a continued 
basis. He pointed out that the 
amount of expenditure involved 
in original research of lyre tech¬ 
nology has been colossal. That was 
why in a large country like the USA 
there were just 10 independent tyre 
manufacturing companies. Only ccono- 
micaUy-siz;ed units could afford to incur 
large expenditure on research. Even 
developed countries such as Japan and 
Italy, were still depending on original 
research done in other countries such 
as the USA. It was also a fallacy to 
presume that as a country devciopes its 
technical fee payments should come 
down, he added. This was amply de¬ 
monstrated by the example of Japan 
whose royally payments were increasing 
substantially every year. Therefore a 
rational approach to the subject was 
necessary, he said. 

CENTURY ENKA 
The directors of Century Enka Ltd 
have proposed a maiden dividend of 
six per cent for the year ended Sep¬ 
tember 30, 1970 The company has 
a arn<\ Tjrofit of Rs 3-39 cforcs 


during the year which is also the first 
year of its full production. In the previ¬ 
ous year the company incurred a loss 
of Rs 41 lakhs. After writing off the 
deficit of Rs 1.03 crorcs brought in and 
preliminary expenses amounting to Rs 
5.73 lakhs, the directors have set aside 
Rs 14.50 lakhs for export obligation.s, 
Rs 94.66 lakhs for development re¬ 
bate reserve and Rs 13,000 for income- 
tax in respect of the previous year. 
There is a net profit of Rs 29.97 lakhs 
which has been transferred to general 
reserve. The proposed dividend will be 
paid out of general reserve. 

HINDUSTAN INSECTICIDES 

During the year 1970-71, the Delhi 
factory of Hindustan Insecticides 
Limited produced a total quantity of 
2,769 tonnes ol'technical DDT against 
a rated capacity of 2,744 tonnes — 
exceeding the rated capacity by about 
25 tonnes. It may be recalled that the 
Delhi factory was expanded during 
the year 1969 by the company’s own 
technical efforts and from the com¬ 
pany’s own financial resources, and in 
the very first year following expansion, 
the factory has been able to exceed the 
rated capacity. The highlight of the 
year's production has been the record 
production of the technical DDT of 
262 tonnes in the month of November 
1970 which exceeded the rated capacity 
of the plant by about 15 per cent. 

PHILIPS INDU 

Philips India’s annual report for 
1970 shows an increase in sales during 
the year 1969 by nearly 25 per cent to 
Rs 37.68 crorcs from Rs 30.21 crores 
in all product lines, especially radios, 
light products and components for 
other lamp manufacturers. Telecom¬ 
munication equipment and welding 
electrodes also showed a marked growth 
in sales. Stress was laid during the year 
on extending the company’s activity 
in the field of sophisticated professional 
and scientific equipment and a special 
programme of customer education and 
sales promotion was undertaken. The 
company continued to extend and 
strengthen its marketing organisation 
and to intensify its distribution efforts 
in the rural areas. The company’s 
exports crossed the Rs onc-crore mark 
during the year and w^e 40 per 
cent more than in the previous year. 
The profit for 1970 before tax increased 
to Rs 6.72 crores from Rs 5.27 crores 
for J969 after charging depreciation of 
Rs 1.10 crores. The profit after Ux 
amounted to Rs 2.47 crores against Rs 
1.87 crorcs for 1969. A sum of Rs 20 
lakhs has been transferred to the de¬ 
velopment rebate reserve and Rs 3 
lakh has been released. As in previous 


years, Rs 10 lakhs have been set aside 
towards debenture redemption reserve. 
A sum of Rs 5 lakhs being excess pro¬ 
vision for liabilities of previous years 
has been added back to profit. The 
directors have proposed a final dividend 
of one rupee per share subject to tax, 
payable out of general reserve, absorb¬ 
ing Rs 54 lakhs, which together with 
the interim dividend of one rupee (paid 
in December last) will bring the total 
distribution for 1970 to the shareholders 
to two rupees per share. The total di¬ 
vidend for 1970 will absorb Rs 1.09 
crores, 

UCENCES & LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act, 
1951, during the four weeks ended 
November 28, 1970. The list contains 
the names and addresses of the licensees, 
articles of manufacture, types of licence 
—New Undertakings (NU): New 
Article (NA); Substantial Expansion 
(SE), Carry on Business (COB); 
Shifting and annual installed capacity. 

LICENCES ISSUED 
Metallurgical Industries 

M's Acme Pig Iron 4& Centrifugal 
Pipe Works Ltd. Commissariat Bldg; 
231-Dr D.N. Road. Bombay. (Khapoli, 
Dist: Kolaba-Maharashtra)—shots & 
grits (heat treated—2,000 tonnes per 
annum); (COB); M/s Acme Pig Iron & 
Centrifugal Pipe Works Ltd, Com- 
sissariatBldg;231,Dr D.N. Road, Bom¬ 
bay. (Khapoli, Dist: Kolaba, Maha¬ 
rashtra)—alloy steel castings — 3,000 
tonnes per annum; (COB); M 's Jotindra 
Steel Wire Products, 2423'29, Surekha 
Building, Shardhanand Marg, Delhi-6. 
(Faridabad — Harayana) — G1 black 
pipes & tubes — 8,000 tonnes per an¬ 
num; (COB); M's Testecis Limited; 
"NAVDEEP’; Ashram Road, Ahiiie- 
badad-14 .(Dehgaom — Gujarat); Steel 
& steel frame structures: hydraulic steel 
structures, bridges, power structurals— 
-6000 tonnes p.a. (ii) transmission line 
towersApowerhouse structures—6000 
tonnes p.a.; (COB); M/.s Anil Starch 
Products Ltd; Anil Road, Ahmedabad- 
2. (Ahemadabad-Gujarat); Iron& Steel 
Forgings; 1. forged fiangs, 2. forged 
pipe fittings, 3. tractor parts, 4. automo¬ 
bile wheel brace spanners. 5. other 
alloy steel forgings-600 tonnes p.a.; 
(COB); M/s Kantjial India Ltd; 

1, Crooked Lane, Calcutta-1. (Pimpri- 
Poona-Maharashtra—precision invest- 
ment castings (lost wax process) in¬ 
cluding both ferrous & non-ferrous 
castings—60 tonnes (or 30,000 moulds) 
per year, (COB); 

Fuels 

Shri Radixa Kant Sahay: Khanzanchi 
Talab, Boddan Bazar, Hazaribagh. 
(Sirka & Bhuijandih-Bihar)—coal— 
25,000 tonnes per annum, (NU); 

A.K. Collieries Ltd; (Khas Bavalioni 
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Colliery, 34-A, Sardar Sankar Road, 
Calciitta-29. (West Bengal) — coal 
6,000 tonnes per annum, (COB); M's 
East Murlidih Coal Company Pvt. 
Ltd; ^st Lohapati Colliery, P.O. 
Jaharia (Dhanbad), Bihar. — coal 
1,50,000 tonnes per annum, (SE). 

Prime Mover 

M's Rallis India Ltd; United India 
Bldg; ‘F’ B-lock, Connaught Circus, 
New Delhi. (Udhna-Gujarat) — two 
stroke petrol engines ‘JLO’ model 
L-35 & L-77 suitable for knapsak 
sprayers—60,000 Nos. p.a. on double 
shift basis, (COB). 

Electrical Equipment 

Standard Batteries Ltd;Vakola;Santa 
Cruz, Bombay-55. AS. (Vokola-Bombay) 
— automobile starter batteries-1,00,000 
Nos. (i.e. 256,000 Nos. per annum after 
expansion) (SE); Transformer & Elec¬ 
trical Kerala Ltd; Angamally, P.O. 
EmakuJam. (Kerala)—1. circuit brea¬ 
kers — 66/33/22 KV — 75 nos. p.a. 2. 
circuit breakers-llKV—300 Nos. p.a. 
3. P.T. & C.T. —11/22/33/66 KV— 
1,500 nos. p.a., (NA); Peramnent Mag¬ 
netics Ltd; 20, Old Custom House Rd; 
Bombay-1. (Maharashtra)—cast alloys 
permanent magnets — expansion by 
60 tonnes p.a. (i.e. after expansion the 
capacity will be 240 tonnes); (SE) 
M's Havero Industries Ltd; Industrial 
Estate, Lai Baug, Bombay-12 DD. 
(Bombay-Maharashtra) — dry battery 
cells—48 million Nos. per annum, (i.e. 
60 million Nos. after expansion (SE); 
Jain Miniature Bulb Industries, 18-A 
Pokharpur, Kanpur-10. (Kanpur-UP)— 
i. motor car head light lamp* (ii) Auto 
side & tail gass filled, (iii) railway 
signalling lamps—4 5 million Nos. 
p.a. (NU); M's Ravindra Haveans Pvt. 
Ltd; Shanti Nagar, Pipeline Vokola, 
Santacruz, Bombay-55. (Bombay- Mah- 
harashtra)— 1. electrical contacts— 
4,000 Kgs. p.a.,2. tungestant tipped 
contacts—1,80,000 nos. p.a., (COB); 

Telecommunication 

M's Philips India Ltd; 53, Jorbagh, 
New Dclhi.(Poona-Maharashtra)—radio 
receivers — from 3.30 lakhs nos p.a. to 
7 lakh Nos. p.a., (SE); Serson Industries 
Pvt. Ltd; Pimpri, PF PO, Poona-18. 
(Pimpri-Maharashtra)—electrolytic ca¬ 
pacitors—1.0 million Nos. per annum 
on single shift for 26 days; (COB). 

Traospovtation 

M/s Atlas Cycle Industries Ltd; In¬ 
dustrial Area, Sonepat. (Sonepat- 
Haryana)—7,00,000 Nos. complete 
bicycles per annum, (COB). 

Industrial Machinery 

Mr. J.N. Raina, M/s Excelsior Plants 
Corpn. Ltd; C-595, Defence Colony 
New Delhi-3. (Faridabad-Haryana)— 
automatic brick making plants including 
transport equipment sp^ially designed 
for the automatic brick makingplants 
-^12 (twelve) Nos; p^a., (NU); Braith- 
waite & Co. (t) Ud; Hide Road, 
Calcutta. (Angus, Dist: Hooghly, West 
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Bengal)—container crane & bulk 
unloaders —8 Nos. (estimated 4000 
tonnes) per annum, (NA); The Indus- 
Gases Ltd; 15; Ganesh Chandra Ave- 
trial nue, Calcutta-1. (Kanpur-UP)—1. 
Oxygen Sc nitrogen plants, 2 
acetylene plants — worth Rs 52, 49 
lakhs p.a. (NA); M/s Indequip 
Engg. Ltd; Reid Road, Ahmcdabad-2. 
(Naroda-Gujarat)—(i) standard roller 
chain couplers—1,000 Nos. p.a. (ii) 
chain motors—500 Nos. p.a., (iii) chain 
reducers—500 Nos. p.a., (NA); M's 
Refrigeration Accessories Ltd; IJ'I'B, 
Russel Street, Calcutta-16. (Faridabad- 
Haryana)—(i) thermostats of all types 
—5,000 Nos. p.a., (ii) Humidistats— 
1,000 Nos. p.a., (iii) solenoid 
valves—-5,000 Nos. p.a. (iv) duel pres¬ 
sure controls swtiches—^2,000 Nos. p.a., 

(v) expansion valves automatic 
thermostatic--2,500 Nos. each p.a., 

(vi) driers Jk filters—10,000 Nos. p.a. 

(vii) brass & copper fittings—5,000 
Nos. p.a., (COB); M's Needle Roller 
Bearing Co. Ltd; B-16 , Road No. 2, 
Industrial Area (Waylewadi, iTiana) 
(Thana-Maharashtra)— Needle roller 
assemblies in the form of—(a) needle 
roller bushes— 20,00,000 Nos p.a.. 
Nos. p.a., (b) loose needle rollers— 
20,00,00,000 Nos. (or 20,00,000 Nos. 
loose assemblies) (SE)—^needle roller 
bearing I2nuii—75 mm. ID and 95 
mm. O.D.—4,00,000 Nos. p.a. (NA). 

Machine Tools 

The Chairman Sc Managing Director, 
Hindustan Machine Tools Ltd; 
Bangalore. (Hyderabad^Andhra Pra¬ 
desh)—all types of presses, press brakes, 
shears including but not limited to 
mechanical presses, hydraulic presses, 
transmat presses press, brakes, sheap, 
impact extrusion presses, special 
presses, verson-wheel presses auxilliary 
St accessory Equipments—Rs 500 
lakhs p.a. (NA). 

Agricultural Machinery 

M's Mysore Implements Factory, 
(Govt, of Mysore), P.B. No. 4, P.O. 
Hassan, Mysore State. (Hassan- 
Mysore) The figures are expansion 
envisaged and capacity after expansion 
(monthly) 1. mumties (all varieties 500 
Nos, 1.86 tonnes Nos 12,500 Nos, 22. 50 
tonnes, 2. pick axes Sc benters—79,900 
Nos, 240.26 tonnes 83,500 Nos,250.000 
tonnes) 3. craulers—^200 Nos, 1.80 
tonnes, 500 Nos, 4.50 tonnes, 4. ham¬ 
mers—^2,350 Nos, 4.30 tonnes, 8,350 
Nos,15.10tonncs5* Shovels—900 Nos, 
1.64 tonnes 2,100 Nos, 3.80 tonnes 

6. mumty forks & others—^260 nos, 
5.00 tonnes, 500 Nos, 10.00 tonnes; 

7. digging forks—260 Nos, 5.00 tonnes 
500 l^s., 10.00 tonnes, 8. other misc. 
articles—nil Nos. nil tonnes, 8,150 
Nos 18.10 tonnes, Total—84,370 Nos. 
256.86 tonnes, 116,100 Nos 334.00 
tonnes, (SE) 

Engliiearttig Industries 

. M/s Zenith Steel Pifswii Ltd; 195, 
Cfaurciigate Reelamatiofi, B<Mbay*20 
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BR. (Bombay-Maharashtra)—I. Cir¬ 
cular shear knives—3,000 Nos. p.a,, 

2. forming mill rollers—6,000 Nos. 
p.a., 3. dies for use of forges—6,000 
Nos. p.a., 4. special jigs & fixtures— 
3,000 sets — (300 tonnes p.a.) (NA). 

Chemicals 

Hyderabad Chemicals Sc Fertilizers 
Ltd; 100, Bashir Bagh, Hyderabad-29. 
Mania Ali (AP),—(a) alum ferric, 
(b)chlorosulphonic acid—3,000 tonnes 
& 5,000 tonnes respectively p.a. (NU) 
—Alembic Chemicals Works Co. Ltd; 
Alembic Road, Baroda-3. (Baroda- 
Gujarat)—carbaryl—2,000 tonnes per 
annum. (NA); Travancore Titanium 
Products Ltd; Kochu Vcli, Trivandrum 
-7. (Trivandrum-Kerala)—sulphuric 
acid from—36,000 tonnes to 1,08,000 
tonnes per annum after expansion (SE); 
M's Pesticides Ltd; 138-141, Govt. 
Industrial Estate, Kandivli (West), 
Bombay-67. (Chittalsar, Dist: Thana- 
Maharashtra).—! BHC formulation— 
1,225 tonnes p.a. 2. malathion formula¬ 
tions—150 tonnes p.a, (NA); M/s 
Kochest Pharmaceuticals Ltd; Dugal 
House, Backbay Reclamation, 
Bombay-1. (Bombay-Maharashtra 1.)— 
procaine — hydrochloride — expansion 
from 40 tonnes to 100 tonnes p.a. (SE). 

Textiles 

The Ahmedabad Mfg. Ss Calico 
Printing Co. Ltd; Calico Chemicals & 
Plastics Division, Anik-Chembur, Bom¬ 
bay-74. AS. (Ahmedabad-Gurajrat)— 
polyester staple fibre—6,100 tonnes 
p.a. (NU). 

Paper Sk Pulp 

M's Rohit Pulp Sc Paper Mills Ltd; 
Hamam Chambers, Parsee Bazar Street, 
Bombay-1. (Khadki, Udvada 
R.S., Gujarat)—i. writing Sc 
printing paper—8,1000 tonnes p.a., 
ii. pulp (Paper Grade)—8,100 tonnes 
p.a. (COB); M's Punalur Paper Mills 
Ltd; Punalur (Kerala). (Punlur-Kerala) 
—1. pulp (paper grade)—12,500 tonnes 
p.a., 2. paper (printing & writing,pack¬ 
ing Sk wrapping, kraft, match papers, 
boards Sk speciality papers) — 12,500 
tonnes p.a. (COB); Vijay Flexible Con¬ 
tainers Pvt. Ltd; Hassan Chambers, 
Parsee Bazar Street, Bombay-1. (Fari¬ 
dabad-Haryana)—cartons, labels, wrap¬ 
pers Sc printed paper materials—1,800 
tonnes p.a. (COB) M's Bombay Paper 
Mfg. Co., 109, Shaikh Memon Street, 
Bombay-2. (Wambivali, Dist. Thana) 
(Maharashtra).—MG tissue paper— 
700 tonnes per annum. (COB) 
M/s Rolls Print Co. (P) Ltd; 
(M's Rollatainers Pvt. Ltd) 173, Golf 
Link, New Delhi. (Faridabad-Haryana) 
—specially lined paper board cartons 
(in various sizes) known as cekatainer 
cartons, cekatainer liners & cekavac— 
8,000 tonnes p.a.(NU) M/s Rolls Print 
Co. Pvt. Ltd; 6, Jawaharlal Nehru Road, 
Calcutta-13. (Calcutta-West Bengal)— 
paper packing of all sorts Sc size, cello¬ 
phane packing, paper rolls for teleprin¬ 
ters, polythene bags & tubings; bags & 
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Pouches & cartons- 2,600 tonnes per 
annum in terms of main raw materials 
used. (COB); Shri S. Ranganathan,(M/s 
Lakshmi Paper Industries 38 Town RIy. 
Station Road, Salem (Madras) (Salcm- 
Tamilnadu)—paper & film bases, flexi¬ 
ble industrial--packaging material— 
1,500 tonnes p.a. (COB); M/s Colour 
Cartons Ltd; Tiecicon House, Dr. E. 
Moses Road, Bombay-11. (Bombay) 
Maharashtra) —boxes, cartons, I ami- 
nated cartons catch covers, labJes, lea¬ 
flets, mailing literature & packaging 
material-“3,600 tonnes p.a. (COB). 

Sugar 

M/s Kotfiari Sugars & Chemicals 
Ltd; P.B. No. 3309, Kothari Bldg, 20, 
Nungambakkam High Road, Madras. 
(Desanur Village, Distt. Bellary—My¬ 
sore)—sugar—crushing capacity 1,500 
tonnes of sugar-cane per day (NU); M's 
Shree Talala Taluka Sahakari Khand 
IJdyog Mandii Ltd; Dist. Junagadh, 
Gujarat (Talala, Dist. Surath-Gujarat 
—sugar-crushing capacity of 1,250 
tonnes of sugarcane per day. (NU); 
M's Vasant Sahakari Sakhar Karkhana 
Ltd; Pusad, Distt. Yeotmal. (Mahara- 
rashtra) - sugar-crushing capacity 
250 of sugarcane per clay. (NU). 

Food Processing Industries 

M's Aurofood Pvt. Ltd; P.O. Auro- 
ville, Via. Pondicherr.y. (South India). 
(Auroville-Tamil Nadu) - biscuits -- 
3,000 tonnes p.a, (NA). 

Leather 

M's Farida Prime Tannery: 8-V.V. 
Koil Street, Periamet, Madras-3. (Ara- 
bar—Tamil Nadu)—E.I. tanned goat 
Sc sheep skins—15.30 lakhs pieces p.a. 
2. west blue chrome tanned skins — 
1.64 lakhs Nos. p.a. (COB); M's South 
East Tanning Company, 4^5, Vepery 
High Road, Periamet, Madras-3. (Am- 
bur—Tamil Nadu)—(i) E.l. tanned goat 
skins—6.39 lakhs nos. p.a. (ii) E.l. 
tanned sheep skins—0.87 lakhs Nos. 
p.a. (iii) wet blue chrome goat skins— 
32.00 lakhs Nos. p.a, (iv) wet blue 
chrome . sheep skin.s—2.30 lakhs 

p.a.(COB). 

LETTERS OF INTENT 
Metallurgical Industries 

M/s Industrial Development Corpo¬ 
ration of Orissa Ltd; P. Box No. 78, 
Bhubaneswar. (Orissa)—-!, sponge iron 
— 1,00,000 tonnes p.a. 2. steel billets— 
, 80,000 tonnes per annum. (NA). 

Electrical Equipment 

Mr. J as want Worah. M/s Eastern 
Electronics Co.; c/o K. Worah & Co., 
Pvt. Ltd, Post Box No. 45, P.O. Jharia, 
Dist. Dhanbad. (Bihar)—^i. variable ca¬ 
pacitors—0.6, (ii) trimmers—1.0 per 
annum. (NA); M^s Crompton Greaves 
Ltd; 1-Forbes Street, Bombay.(Bombay 
Maharashtra)—electric ceiling fans— 
upto 163,000 Nos. p.a. after expansion. 
(SE); M's National Batteries Pvt. Ltd; 
18, Jaimahal Exy. Bangalorc-6. (Har¬ 
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yana)—1. automative batteries. 2. trac¬ 
tion batteries, 3. stationary batteries, 
(i) 1,20,000 Nos, (ii) 10,000 Nos. (iii) 
10,OCX) Nos. respectively per annum. 
(NIJ); M's Kothari Batteries Ltd; 
Koihari Buildings, 20, Nungambakkam 
High Road Madras-34). (Baroda-GuJ- 
rat)— autuomot ive batteries—1,00,000 
nos. per annum on double shift basis. 
(NU); M's Siemens India Ltd; 134-A, 
Dr Annie Besant Road, Worli, Bombay. 
(Bombay-Maharashtra)— elcctro-medi- 
cal equipment (complete X-ray Units)— 
344 nos. value at Rs 90 lakhs per annum, 
(after expansion). (SE); Mr. N.K. Vedi, 
B-14, Maharani Bagh, New Delhi-20. 
(Bahadurgarh-Haryana)—(a) Automa¬ 
tic Batteries. (Lead Acid Type)—1.2 
lac Nos. p.a. (b) traction batteries— 
0.10 Jac Nos. p.a. (c) stationary batte¬ 
ries—0.10 lac nos. p.a. (On double 
shift basis). (NU); Shri D.D. Lakhan- 
pal, 29, New Queens l^oad, Bombay-4. 
(Maharashtra-Gujarat)—tunning indi¬ 
cators—10 million Nos. p.a. (NU); 
M's Battery (1) Ltd; (Brig. N.S. Bhagat), 
14-A, West Fnd, New Delhi-23. (Gharia- 
bad-Uttar Pradesh)—(a) automotive & 
signal batteries 1,20,000 Nos. p.a.(b) sta 
tionary batteries cells—10,000 Nos, p.a. 
(c) traction batteries—10,000 Nos.(NU); 
Electronics Corpn. of India,! ndustrial 
Development Area, Chelapatti, Hydc- 
rabad(Andhra Pradesh)—(i) High Meg- 
hon Resistors- one millionNos. p.a. (ii) 
Resistance f'emperative Detectors--- 
1,500 Nos. p.a. (iii) closed circuits TV— 
:0 Nos. p.a. (iv) microwave test equip¬ 
ments & sytems—1200 Nos. p.a., (v) 
transistorised village T.V. receiving sets 
with front Sc convertors Sc antennas- 
5.000 Nos. p.a, (NA); (b) (i) servo Sc 
micro motors—24,000 Nos. (ii) instru¬ 
ment cooling fans—24,000 Nos. (iii) 
semiconductor devices — 10 million 
Nos., (iv) radiation detectors—lOONos. 

(v) thermoelectric devices—5,000 Nos., 

(vi) germanium single crystals~200 kgs., 

(vii) silicon single crystals—500 kgs. 
(viii) glass-to-metals seals—2.5 million, 
(ix) expitoxial wofers—30,000 Nos. per 
annum, after expansion. (SE); M's Stan¬ 
dard Batteries Ltd; Vakola Santacruz, 
Bombay-55, AS. (Vakola, Bombay— 
Maharashtra)—marine duty special 
cells—2 Nos. (about 1,000 cells) (NA); 

Telecommunications 

Mr. Umedray Worah, Bihar 
Components Manufacturers, c/o M's 
K Worah & Co. Pvt. Ltd; 135, Cann¬ 
ing Street, Calcutta-l. (Bihar)—(i) car¬ 
bon film resisttirs—^20.0 million Nos 
p.a., (ii) Potentionmeters—1.2 million 
Nos. p.a. (NU) 

Traaspovtation 

Shri V. Satyanarayana, 17, Strotten 
Muthiah Mudali Street, Madras-L 
(Mysore - Mysore)—scooters—24,000 
Nos. per annum. (NU); Shri Ramlal 
N. Trivedi, 66, Kanaiah Naidu Street, 
T-Nagar, Madras-L (Ambattur-Tamil 
Nadu)—scooters—24,000 Nos. per an¬ 
num (NU) M/s Rajasthan State In¬ 
dustrial Sc Mineral Development Cor- 
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poration, 100, Jawaharlal Nehru Marg, 
Jaipur-4.(Alwar-Rajasthan)—scooters— 
24,000 Nos. per annum. (NU); M's 
Janta Sahakari Samiti, B-5'6, Industrial 
Estate, Jodhpur. (Jodhpur-Rajasthan)— 
scooters—24,000 Nos. per annum. 
(NU): Shri P.V.Ramaniah (Allan Raja), 
186, Govindappa Naick street, Madras 
-1. (Vijayawada-Andhra Pradesh)— 

scooters—24,0004 Nos per annunw.(NU): 
Shri Jagdish Prasad, Tej Bahadur 
Sapru Marg, Lucknow. (Lucknow- 
Uttar Pradesh)—scooters—24,000 Nos. 
per annum. (NU); M's Ghatgc Patil 
Industries,Pvt. Ltd; IJchagaon, Kolha¬ 
pur. (Uchagaon-Maharashtra)—scooters 
—24,000 Nos. p.a (NU) M/sIn sow 
Auto Limited, 19-A, Jawaharlal Nehru 
Road, 1st Floor, Leslie House, Cal¬ 
cutta-13. (Sandila—Uttar Pradesh)— 
light commercial vehicles. (1—31 ton- 
ner)—12,000 Nos. per annum. (NU); 
M's P. Venkata Rao, 85, Varadaruthiap- 
pan Street, Madras. (Berhampur-Ori- 
ssa)—scooters—24,000 Nos per annum. 
(NU) Sahney Steel Sc Press Works 
Pvt. Ltd; 27, Kirol, Near Vidyavihar 
Station, Bombay-86. (Bombay-Maha¬ 
rashtra)—flywheel mangnetos—1,00,000 
Nos. per annum. (NA) M/s Dass 
Hitachi (P) Ltd; 21-A, Janpath, New 
Delhi-1. (Ghazaiabad-Uttar Pradesh)— 
flywheel magnetos—60,000 p.a. (NA); 
Shri B.C. Desai, ‘Matruchhaya’, Ashok- 
nagar, Kandivoli East, Bombay-67. 
(Anmedabad-Gujarat)—oil seals—^25 
lakh Nos. per annum. (NU); Shri H.M. 
Dhawan, 45'54, Gaya Prasad Street, 
Kanpur. (Kanpur—Uttar Pradesh)— 
gaskets—75,00,000 Nos. per annum. 
(NU); Shri Sharad C. Patel, Shruti, 
11, Nutan Bharat Alkapuri, Baroda-5. 
(Baroda-Gujarat)—flywheel magnetos - 
1,00,000 Nos. p.a. (NU) M's Indian 
Pressing Company, 10, Esplanade 
Road, Delhi-6. (Ghaziabad-Uttar Pra¬ 
desh)—flywheel magnetos—100,000 
Nos. p.a. (NU). 

Industrial Machinery 

M's Widia (I) Ltd; 8'9th Mil, Tum- 
kur Rd; Bangalore. (Bangalore-Mysore) 

— hard metal products including tung¬ 
sten carbide products—48 tonnes per 
annum, after expansion. (S£); M'sL.G. 
Khosla Sc Co. Pvt. Ltd; 1, Deshbandu 
Gupta Road, New Dclhi-55. (Haryana) 

— air Sc gas compressor of above 100 
c.f.m. upto 4500 c.Fm. not exceeding 
10 atm (140 Psi)—60 Nos. p.a. (SE). 

Machine Tools 

M/s Wellman Incandescent India 
Ltd; 8, Harringon Street, Calcutta-16. 
(Howrah — West Bengal) — industrial 
furnaces* allied equipment. (SE); M/s 
New Bemco Engg. Products Pvt. Ltd: 
Udyambag Industrial Estate, P.O. Udy- 
ambag, folgaum (Belgaum - Mysore) 
—injection moulding machines. 
(Thetmoplastics)—50 Nos. Rs 50 lakhs) 
per annum. (NA); M/s Maya Agencies, 
Merchant Chamber, 4, New Marine 
Lines, Bombay-20 BR, (Thana- 
Maharashtra) (i) rotaiy Plastics * 
rubber injection moulding machines- 
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either 12 big or 24, small machines 
p.a. (ii) moulds for' production of 
plastic and rubber foot-wear-192 
pair p.a. (NU); 

Agvleiiltiiral Machinery 

M's Premier Irrigation Equipment 
Pvt. Ltd; 3, Netaji Subhas Road, Cal¬ 
cutta-!. (F^njab/Mysore/UP/Mahara- 
shtra)—-a^cultural tractors. (David 
Brown)—90 of 55 BHB—5,000 Nos. 
per annum. (NU); M's Kemal Tractor 
& Engg. Enterprises, ‘A1 Riaz’, Hy- 
derabad.(Hyderabad—Andhra Pradesh) 
—agricultural tractors, (guldncr trac¬ 
tors)—1325,35,45 H.P.—10,000 Nos. 
per annum. (NU); M's Bharat Earth 
Movers Limited, Bangalore-17, (Kolar 
Gold Field-Mysore)—tractor shovels of 
1.5 to 3 cubic yards-125 Nos. per annum 
(NA); M's Bharat Industries & Com¬ 
mercial Corporation, Tower House, 
Chowringhee Square, Calcutta-1. (Bha- 
ratpur-Rajasthan)—agricul tural trac¬ 
tors. (UEI-45 (45HP)—10,000 Nos. 
per annum, (NU); M/s Automobile 
Products of India Ltd; Lai 
Bahadur Shastri Marg, Bhandup, 
Bombay-78. (Uttar Pradesh) — agri¬ 
cultural tractors—(BMC-4 '25 (25HP) 
—12,000 Nos. per annum. (NU); Rajas¬ 
than State Agro-Industries Corpn, 
Ltd; Virat Bhavan, Prithvi Raj Raod, 
Jaipur-5. (Rajasthan) — agricultural 
tractors ‘Ronault’ (45HP)—5,000 
Nos. per annum. (NU); Punjab 
State Industrial Development 
Corpn. Ltd; Chandigarh. (Mohali, 
Chandigarh-Punjab)—‘Swaraj’ (20 & 
30 HP) tractors—12,000 Nos. per an¬ 
num. (NU); M/s Escorts Ltd; 18'4, 
Mathura Road, Faridabad (Haryana). 
—agricultural tractors—(25-35 HP) ex¬ 
pansion from 7,000 to 16,000 per 
annum. (SE); 

Engineering Industries 

M's Sesh-Alloy Pvt. Ltd; 23, Dr 
Hcgde Road, Madras-34. (Ambatur- 
Tamil Nadu)—(i) cast tools for forging 
industry, 70 tonnes (Rs 22.40 lakhs), 
p.a. (ii) cast tools for plastic mould in¬ 
dustry—^25 tonnes. (Rs 10 lakhs) p.a. 
(iii) cast cutting tools — 25 tonnes (Rs 
12.50 lakhs) p.a. (iv) cast tools for oth¬ 
er industries—^25 tonnes (Rs 8.75 lakhs) 
p.a. (NU); M's Anglo American Mar¬ 
line Co. Ltd; Boat Hard Road, Coal 
Bunder, Bombay-10,, (Bombay-Maha- 
rashtra)—I. geer hobs-12,000 Nos. 

2. gear shopping cutters—12,000 Nos. 
p.a, (NA); Shri R.N. Bose, 228, Jor 
Bagh, New Delhi. (Thana-Maha- 
rahstra)—(i) taps & dies—3,60,000 Nos. 
(ii) chasers—1,44,000 Nos. (iii) milling 
cutter—36,000 Nos. per annum. (NU); 
M/s Anil Steel & Industries Ltd; 27-A '4, 
Kanti Chandra Road, Bani Park, 
Jaipur. (Jaipur-Rasjasthan)—1. bow 
saws-5,00,000 pieces, 2. bow saw bla¬ 
des—30,00,000 pieces per annum. (NA). 

Scientific Inatniineiits 
M/s Phillips India Ltd; Shivasagar 
Estate, Block *A’ Dr Annie Besant Road* 
Worli, Bombay-18. (Bomhay-MaHa- 


rashtra)—nullindicator5-2 lakh Nos. 
p.a. (NA). 

Mathematical Instriimeiits 

Mr. V.N. Nevatia, Kamal Mahal, 
Flat No. 11 Carmichael Road, Rombay- 
26. (Bombay-Maharashtra)—Precision 
measuriM tools—1,50,000 pieces per 
annum. (NU). 

Fertilizers 

M/s Tata Chemical Ltd; Bombay 
House, Fort, (Mithapur-Gqjarat)— (a) 
triple super phosphate diamoniumphos- 
phatc—300,000 tonnes p.a. (b) ammonia 
—210,000 tonnes per annum, (c) urea— 
200,000 tonnes per annum, (d) ammo¬ 
nium chloride—180,000 tonnes p.a. 
(NU); 

Chemicals 

M/s The Bharat Vijay Mills; KaJol- 
Gujarat, (Gujarat)—thermoplastic pow¬ 
der moulding—5,000 pieces per annum. 
(NA); Punjab Slate Industrial Develop¬ 
ment Corpn. Ltd; United Commercial 
Bank Building, (3rd Floor), Sector-17-B 
Chandigarh. (Amritsar-Punujab)—poly¬ 
ester staple fibre-—6,000 tonnes per 
annum. ^U); M/s Asian Paints (I) 
Pvt.. Ltd; ‘Nirmal’, 5th Floor, Nariman 
Point, Bombay-]. (Bhandup & Taloja- 
Maharashtra)—annual capacity after ex¬ 
pansion at bhandup) Taloja). 1. paint & 
enamels—9720 tonnes and 1260 tonnes. 
2. varnished & blacks—32,55,000 litres, 
and 4,27,000 litres. (SE); M/s Raghu- 
nand Chemical Industries Pvt. Ltd; 
Mustafa Building, Sir PM. Road, 
Bombay-1. (Maharashtra)—bisphcnol— 
600 tonnes per annum. (NA& SE); Shri 
Rameshankar Bajoria, C-57, Maha- 
rani Baug, New Delhi-14. (Haryana)— 
(i) paints, enamels Sc varnishes—1,000 
KL per annum, (ii) synthetic resins— 
1,000 tonnes per annum. (NU); Ms 
Enterprise Sc Management Pvt. Ltd; 10, 
Bell Building; Sir Phirozshah Mehta 
Rd. Fort, Bombay-1. (Maharashtra)—(i) 
optical whiteners for synthetic fibres— 
150 tonnes per annum. (NA); M/s Ani¬ 
line Dyestuffs & Pharmaceuticals Pvt. 
Ltd; 22, Bhulabhai Desai Rd; Bombay- 
25. (Maharashtra)—optical whiteners 
for synthetic fibres—50 tonnes per an¬ 
num. (NA); M/s Travancorc Electro-- 
chemical Industries Ltd; Das Cham¬ 
bers, 3rd Floor, 25, Dalai Street, Bom¬ 
bay- I. (Kerala)—calcium carbide- 

15,000 lonnes after expansion (SE). 

Drugs Sc Pbafmaceuticals 
M/s India Drugs Sc Pharmaceuticals 
Ltd; N-12, South Extension, Part-I, New 
Dclhi-49. (Andhra Pradesh)—I. methyl- 
ester of benzene sulphonic acid 195 
tonnr:sp.a. (2) analgin—105 tonnes p.a. 
(after expansion, 3. sodium bisulphite as 
38%—1,400 tonnes after expansion 
p.a. (NA); M/s Hico Products Ltd; 
Mogal Lane, P.B. No. 6467, Bombay- 
15. DD. (Maharashtra)—Bisphcnol— 

(Six hundred lonnes per annum). (NA); 
M/s Amar Dye Chem. Ltd; Rang 
Udyan, Sitladevi Teii^te Road, Mahi, 
Bombay* (Maharashtni)*r-<^ical white- 
ner&*-*expansion from K) to 150 


tonnes. (SE): M/s Andhra Sugar Ltd; 
PB No. 2, Venl^taravapuram Taluka, 
West Godavari Dist; (Andhra Pradesh) 
— aspirin—500 tonnes per annum. 
(NU). 

Paper Sc Palp 

M Is Suraj Industrial Packing Limited; 
Sriniketan, Gurdwara Road; Luck¬ 
now. (Mailani-Uttar Pradesh)—News¬ 
print, writing Sc printing paper and 
rayon grade pulp or paper grade pulp— 
60,000 tonnes; 30,000 tonnes; 30,000 
tonnes; 50,000 tonnes ;respcctively; M/s 
Ashok Paper Mills Ltd; c/o Director 
of Industries Assam, Shilong. (IVo 
Units; (i) Tehsil Jogishopa-Assam* 
(ii) Tehsil Rameswarnagar-Bihar)—(a) 
pulp—36,000 tonnes per annum, (b) 
writing & printing paper—27,000 
tonnes p.a. 2nd Unit, (a) rag pulp— 

4.500 tonnes p.a., (b) speciality papers 
—13,500 tonnes p.a. (SjU). 

Food Processing 

Shri Shamsher Singh, c/o Air Com¬ 
modore J. Chandra (Retd.), 37/15, Ul- 
soor Road, Bangalore-1. (Bangalorc- 
Mysore)—(i) tomato juice—2,000 ton¬ 
nes p.a., (ii) tomato puree—450 tonnes 
p.a.; (iii) pineapple juice, 1,600 tonnes 
p.a. (iv) sterile presserve of (a) pine¬ 
apple—5000 tonnes p.a., (b) peas- 

1.500 tonnes p.a., (cj tomato—1,000 
tonnes p.a., (v) dehydrated fruits—550 
tonnes p.a., (vi) dehydrated vegetables— 
880 tonnes p.a. (NU); M/s Mysore 
Snack Foods; 19, Platform Road, Ban¬ 
galore 23. (Bangalorc-Mysore)—high 
protein snack foods—1,500 lonnes per 
annum. (NU). 

Rubber Goods 

M/s South India Exports Pvt. Ltd; 
5, Mclean Street, P.B. No. 87, Madras. 
(Mysore)—automobile tyres Sc tubes 
—3 lakh Nos. per annum. (NU); Shri 
Jaswant Worah,c/o M/s K. Worah&Co. 
Pvt. Ltd; P.B. No. 45, P.O, Jharia, 
Dhanbad (Bihar). (Madhya Pradesh)— 
automobile tyres & tubes—3 Lakhs Nos. 
per annum. (NU); M/s Ruby Rubber 
Works Ltd; Rubynagar P.O., Changa- 
nacherry, Kerala. (Walayar-Kerala)— 
automobile tyres & tubes—3 lakhs Nos. 
per annum. (NU). 

Cement 

Shri Jal Nariman, F.L, Mafatlal 
Park, B. Desai Road, Bombay-26. 
(Thana-Mahanishtra)—high pressure 
asbestos jointings — 440 tonnes per 
annum. (NU). 

Cigarettes 

Shri Krishna Mohan Goel, P-7, 
Mission Row Extn., Calcutta-1. 
(Bill imor a-G ujarat)—cigarettes— 4,500 
million pieces per annum (NU); Shri 
M. V. Rao, 41, Third Main Road, Ghan- 
dinagar, Adyar, Madras-20. (Tamil 
Nadu)—-cigarettes—4,500 million piece 
par annum. (NU). 

Changes In the names of 
owners/undertakings 
(Information pertains to particular 
licences only) 

For M/s Binny Engineering Works 
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Ltd, Madras to M/s Binny Limited 
Madras. For M/s Nagpal Petro-chem 
Refining Ltd to M/s Nagpa] Ambiadi 
Petro-Qiem Refining Ltd., Bombay. 
For Mr C.J. Revel, Tellicherry, Kerala, 
to M/s Southern Reneers St Wood¬ 
works Pvt. Ltd, Pollibctta—Coorg, My¬ 
sore. From Imperial Tobacco Company 
Ltd. to India Tobacco Co. Ltd., Mad¬ 
ras. For M/s Crown Timber and Foods 
Pvt. Ltd to M/s Indo Bulgar Foods 
Prop; Crown Timber & Food Pvt. 
Ltd. For M/s Imperial Tobacco Co. 
of India Ltd to India Tobacco Co. Ltd. 


For M/s Safisoon Spg. & Wvg. 
Co. Ltd. to M/s Mafatlal Fine Spg. & 
Mfg. Co. Ltd., Bombay. 

Licancas Ravokad or Surrandarad 

(Infonuation pertains to particular 
licences only) 

Mr S. Sen Gupta 3, Cemac Street, Cal¬ 
cutta-16.^ Mobile Cranes; M/s Escorts 
Limited New Delhi, Intensifying and 
Fluoroscopic Screens for X-Ray Equip¬ 
ment. M/sJAl kali and Chemical Cor- 
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poration of India Ltd, Calcutta. 
nated paraffin. M/sK.T. Rolling Mills 
Pvt. Ltd., Bombay. Wire Rods. M/s 
North Gujarat Cotton Mills Sidl^ur 
(Gujarat) Cotton Yarn. M/s Himeo 
(India) Private Ltd, Bombay. Industrial 
Relays. M/s lynx Machinery Ltd, 
10, Clive Road, Calcutta-1. Flexible 
Shaft Machines. M/s Onichem Labora¬ 
tories Ltd., Bombay. Dental Products. 
M/s The Chittoor Co-operative Sugar 
Ltd., Chittoor, Andhra Pradesh. Sugar. 
M/s Killick Industries Ltd, New Delhi. 
Engineers Steel Files and Rasps._ 



Under Central's Uecifllillrfg DeFoSiT 
Schemes, saving goes by the Calendar! 

Have a date with 'Central' today. 

© CENTRAL BANK-OF INDIA 

HEAD OFFICE MAHATMA GANDHI RD., OOMDAY-I D B. N. ADARKAR-^USTODIAN. 

THE BANK THAT MOTES OUT TO PEOPLE AMO PLACESj 
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COMPANY MEETING 

DUNLOP INDIA LIMITED 


Chairman, Mr. R.G.S. Nairn’s Review 

The following is (he address by the Chairman, Mr. R.G.S. Naim, at the 45th Annual General 
Meeting held on April 19, 1971, at Calcutta. 


I have pleasure in welcoming you to 
the 45th Annual General Meeting of the 
Company. 

As the Directors* Report and Ac¬ 
counts for the year ended 31st Decem¬ 
ber, 1970, have been in your hands for 
some time, I should like, with your per¬ 
mission, to take them as read. 

The Year's Trading 

Total sales increased by 8% over 
1969 to Rs. 87.71 crores. 

Once again the demand for nearly 
all our products was in excess of our 
production capacity. In the case of 
automotive tyres, the position was 
aggravated by the dislocation of pro¬ 
duction in some other tyre manufactur- 
ring units, which resulted in a shortage 
of truck and rear tractor tyres in the 
second half of the year. This situation 
was rectified in conjunction with the 
other members of the Automotive 
Tyre Industry. Despite overall cost 
increases, the Automotive Tyre In¬ 
dustry voluntarily reduced the replace¬ 
ment market prices for truck and rear 
tractor tyres by 0.75% with effect from 
1st January, 1971, in order to create an 
atmosphere in which these tyres could 
become available at fair prices. I am 
pleased to tell you that these measures 
have had the desired effect. The Tyre 
Industry also reduced the Defence 
pnce.s for truck tyres by 0.75% with 
effect from 1st January, 1971. 

During the period of shortage, your 
Company naturally had to give priority 
to supplies for Defence and State 
Transport organisations to enable them 
to keep their fleets operational, and to 
vehicle manufacturers fo maintain their 
programmed production. However, 
due to the shortage of Industry capacity 
for rear tractor and carthmover tyres, 
agricultural tractor and earthmoving 
machineiy manufacturers were not able, 
to obtain their full requirements. 
We are doing everything possible to 
expand output of these tyres. 

The demand for nylon truck tyres 
continued to increase in the domestic 
market. However, Industry production 
could not keep pace after meeting ex¬ 
port commitments* due to the insuffi¬ 
cient availability of nylon tyre cord, 
aU of which is imported. It is important 
that in&’genous production of nylon 
tyre cord becomes avmlable as soon m 


possible and. in the meantime larger 
imports should be pemiitted. 

The total sanctioned capacity of the 
existing automotive tyre manufacturers 
is 52 lakhs; a Letter of Intent for 
4,00,000 tyres was issued to a new unit 
in 1969 making a total of 56 lakhs. 
However, soi^ of this capacity is 
unlikely to become available until 
1974-75. 

Experience has shown that due to 
labour problems, shortage of electri¬ 
city, dislocation of transport and simi¬ 
lar problems, a maximum of 90% of 
the Industry capacity has been utilised 
in any year. On this basis, in 1973-74 
the elective Industry capacity is likely 
to be reduced to about 50 lakhs tyres 
compared with an estimated demand 
of 75 lakhs tyres. The demand could 
increase to about 80 lakhs tyres in view 
of the more intensive utilisation of 
vehicles as a result of increasing in¬ 
dustrial and agricultural activity, and 
if some of the new vehicle manufactur¬ 
ing projects materialise. 

These facts and the recent tyre shor¬ 
tage once again highlight the need for a 
Government policy which will ensure 
that there is sufficient available capacity 
and actual production of automotive 
tyres and tubes to meet the growing de¬ 
mand of the domestic and export mar¬ 
kets. This policy must ensure that 
Letters of Intent are implemented 
quickly. The reason for the serious tyre 
shortage which developed in 1968 was 
that four proposed new units which 
were granted Letters of Intent in the 
early 1960s for a total of 12 lakhs tyres 
did not implement their schemes and 
the Government had finally to revoke 
these Letters of Intent. A number of 
Letters of Intent have recently been 
issued to new units for a total capacity 
of 24 lakhs tyres. Based on past experi¬ 
ence, it is likely to take a new manu¬ 
facturer several years to implement a 
capacity of 3,00,000 tyres, which is 
now considered to be the minimum 
economic unit. Oh the other hand, an 
existing manufacturer with experience 
in implementing expansions and with 
the necessaiy^ technical and managerial 
skills, can achieve this within two years. 

The Government shopld not, there¬ 
fore, wholly rely on new units to meet 
the additional demand for tyres but 
should also permit expansion to exist¬ 
ing manufacturers lb make sure that the 


country is not short of a vital product. 
Your Company is ready to play its 
part in meeting the future demands of 
the country. 

During the year, we continued our 
efforts to expand the Industrial Pro¬ 
ducts side of our business and our two 
outstanding achievements were;— 

1. A contract worth Rs. 1.5 crores 
with the Neyveli Lignite Corpora¬ 
tion for the supply of social 
cotton/nylon conveyor belting. 
This is the largest contract ever 
to be placed in this country for 
conveyor belting. 

2. Introduction of Mclalastik rubber 
to metal bonded components for 
the Indian Railways, particularly 
a large mounting for diesel and 
electric locomotives. 

Exports 

In 1970, your Company achieved yet 
another record — our exports of all 
products crossed the Rs. 3 crore mark, 
wliich represents an increase of approxi¬ 
mately 9% over 1969. This was achie¬ 
ved in the face of stiff international 
competition and was only made possi¬ 
ble by the development of new markets, 
constant market research, product de¬ 
velopment and the continuous assistance 
which wc receive from our U. K. 
Associates and their worldwide 
distribution organisation. A notable 
achievement was that our exports to 
the General Currency Area markets, 
where competition is most severe, in¬ 
creased by 36%. 

Automotive tyre and lubes exports 
in 1970 were 11.6% of our production 
as against the guarantee of 10% which 
wc have given to the Government, We 
consider this to be a very good per¬ 
formance for a non-traditional item. 
Dunlop India’s automotive tyre and 
tube exports constituted 43% of the 
total exports of these products from 
India. 

During the year, we developed ten 
new markets and introduced a special 
type of cycle tyre called ‘‘Slik” for the 
sophsticated American market, a new 
tyre design for earth-moving machines 
and two new types of cycle rims. Out 
cycle tyres greatly assist the exports of 
bicycles manufactured in the country; 
in fact, many overseas orders stipulate 
the fitment of Dunlop cycle tyres. Our 
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exports of cycle tyres and tubes were 
77% of the total exports from^. the 
country. 

It is our constant endeavour to maxi¬ 
mise exports but our eiTorts have at 
times been handicapped by labour 

E roblems, strikes at the ports, irregu- 
ir availability of shipping space and 
ever increasing freight rates. Recently, 
and without reference to the Industry, 
the export of nylon tyres to the U.A.R. 
has been banned for 1970-71 under a 
bilateral trade agreement with that 
country. Unless this ban is removed, 
our export efforts will be seriously 
affected, and the important U.A.R. 
market, which has been developed 
after much hard work, will be lost to 
the Indian Tyre Industry. It would be 
helpful if the Government were to con¬ 
sult the Industry and take us into its 
confidence when such agreements are 
negotiated. 

Our export efforts are also dependant 
very largely on our ability to produce 
and supply goods at competitive prices. 
Duty drawback rates have a significant 
influence and have been suddenly re¬ 
duced in the past. These are at present 
once again under review and it is hoped 
that the rates will not be reduced again; 
if they are, we may not be able to quote 
competitive prices. It should be appreci¬ 
ated that with such uncertainties, wc are 
not always able to quote prices for de¬ 
livery in the future which is a normal 
characteristic of export business. 

Cash subsidy rates should also be 
established at levels which will en¬ 
courage exports. We arc still losing 
.substantial amounts on our export 
business. 

If such difficulties are not overcome 
soon, some enquiries for exports which 
arc now being received will ultimately 
be diverted by the customers to other 
sources of supply.' This will obviously 
affect our export achievements. 

There is, therefore, an urgent need 
for the Government to establish Jong 
term policies to enable the exporter 
to plan well ahead to increase exports. 

Costs 

Costs have risen during the year 
mainly on account of increases in raw 
material prices. In the last two years, 
cotton prices have increased by nearly 
50%, and since January 1971 they have 
risen by as much as 20%. This has 
necessitated increases in the selling 
prices for cycle tyres. An excise duty 
of Rs. 300 per tonne has been imposed 
on indigenous synthetic rubber and 
since November 1970 octroi had be¬ 
come applicable to all raw materials 
received at our Sahaganj factory. To 
these burdens ipust be added a subs¬ 
tantial increase in wages, salaries and 
dearness allowance. 

State trading agencies are now taking 
an auivc part in procuring and supply¬ 


ing some of our major raw materials. 
The State Trading Corporation, for the 
first time, has cosnmenoed purchasing 
indigenous natural rubber in order to 
relieve the burden of high stocks with 
the r^mall growers. We are glad that 
the rubber purchased by the S.T.C. 
is available to the Industry at the cont¬ 
rolled prices. However, certain other 
raw materials, such as nickel and tita¬ 
nium dioxide, which have now been 
canalized through State organisations, 
cost considerably more than they did 
when wc were able to obtain these ma¬ 
terials through direct imports. 

ProdactioD 

Tyre production at our Sahaganj 
factory was approximately the same as 
in 1969 with the exception of cycle tyres, 
which were badly affected by labour 
difficulties. Consequently, the shortage 
of Dunlop cycle tyres increased in the 
dometsic market and our export delive¬ 
ries were badly affected. 

Industrial Products output at Shaha- 
ganj was satisfactory except for bicylc 
rims, which suffered severely from the 
shortage of steel rim strip; this has 
created difficulties for some of the bi¬ 
cycle manufacturers. Although the im¬ 
port of some rim strip has been per¬ 
mitted by Government, we are still 
short and there may be further inter¬ 
ruptions in the production programme- 

production at the Ambattur factory 
increased significantly due to the com¬ 
pletion of a part of our expansion pro¬ 
grammes which will be finished in 1971 
and fully efl'ective in 1972. Automo¬ 
tive tube production commenced at 
Ambattur during 1970. Production 
of bicycle rims, against the licence for 
15 lakhs rims, will commence at Am- 
batlurin 1971. 

In accordance with Government di¬ 
rectives, we are doing everything possi¬ 
ble to maximise production at both 
factories in order to avert any possible 
shortages in the future. 

Product Development 

The Company’s products continued 
to enjoy the Idghest reputation for 
quality and service during the year. 

In keeping with our policy to bring to 
our customers improved products of 
latest designs, we have been evaluating 
modern patterns in the truck tyre range 
and the benefits will become apparent to 
consumers with the introduction of new 
truck tyres during 1971. 

In 1970, we introduced a premium 
cycle tyre, the “Dunlop Goldseal”. 
This very modern design of tyre is al¬ 
ready manufactured in several factories 
in the Dunlop Group. We expect that 
it will play an important role in 
assisting bicycle exports and in deve¬ 
loping cycle tyre exfuorts. and will 
also find its place as India’s top quality 
cycle tyre. 
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We continued to develop new tyres 
for the latest civil and milit^ air¬ 
craft operating in India and it is our 
intention to try and make the country 
self sufficient in aero tyres. During the 
year, we also became the first manufac¬ 
turer in India to produce tyres for 
industrial forklift trucks. 

These developments and many others 
have only been possible as a result of 
the continuous technical assistance that 
we receive from our U.K. Associates 
supplemented by local development 
work. Our new Technical Aid 
Agreement, which was submitted to 
Government at the end of 1969, has 
not yet been finalised. 1 am pleased to 
tell you that Dunlop Limited has been 
continuing to give us technical assis¬ 
tance during 1970 in the belief that the 
Government will appreciate the need 
for us to continue the purchase of 
technical know-how on a reasonable 
cost sharing basis. 

Tyre technology is continuously 
changing and the tyre that we make 
today is very different in terms of de¬ 
sign, raw materials and construction, 
to the one made only a few years ago. 
Although we have always carried on 
development work in India to adapt 
some of the know-how to suit local 
conditions, it is not possible or practi¬ 
cable for our Company to duplicate 
the research and development work 
carried out by our U.K. Associates as 
the resources required are enormous 
and completely beyond our capacity. 

I have mentioned earlier the very 
important plans for increasing exports. 
Success in this field is dependant on 
our ability to continue the manufac¬ 
ture of products which are fully com¬ 
petitive in international markets in 
design, quality and performance. The 
tyre industry throu^out the world is 
in the throes of a technological revolu¬ 
tion brought about by new develop¬ 
ments in vehicle design, increasingly 
stringent safety requirements and de¬ 
velopment of new synthetic polymers 
and fibres. New tyre designs are ^adu- 
ally replacing conventional construc¬ 
tions; steel, nylon, ployesterand other 
materials are becoming increasingly 
important in tyre production. We 
must therefore, be permitted to keep 
continuously up to date with these de¬ 
velopments not only to compete success¬ 
fully in the export markets but also to 
bring the benefits of the latest develop¬ 
ments to our domestic customers. 

It is important to see this point in the 
right perspective bearing in mind that 
the total ]>roduction of automotive tyres 
in India is less than 1 % of the world 
production. However, for some pro¬ 
ducts, sudi as cycle tyres, where the 
volume of production reacts a suffi¬ 
ciently high level, local researdt mid 
development work can be undertaken^ 
Our U.K. Associates have proposed 
that we undertake this work and sell 
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tedbiioal know-how to other pycle tyre 
manufacturers in the Dunlop Group 
hereby earning valuable foreign ex¬ 
change for the country- 

DIversiftcatioB 

We are always seeking opportunities 
for diversification into product fields, 
which are capital intensive and require 
sophisticated technology. In view of 
the increasing need for such new and 
modern products in the country, we 
feel that we can play an important part, 
and we have submitted an application 
to Government for the manufacture 
of steel cord conveyor belting, which is 
essential for iron ore and lignite mining. 

There is an urgent need to increase the 
manidacturing capacity for conventional 
rubber conveyor belting, and fan and 
vee belts. By 1973, there will be a subs¬ 
tantial shortfall and imports are current¬ 
ly being allowed to augment indige¬ 
nous production. We, therefore, hope 
that the Government will take urgent 
st^s to licence additional capacity to 
existing manufacturers who arc in a 
position to implement expansions 
quickly and to offer a technologically 
competent product to the market. 

Our Letters of Intent for golf and 
tennis balls are still under negotiation 
with the Government. 

Personnel 

Despite the unsettled conditions, 
employee relations have remained ge¬ 
nerally good during the year. In 1970, 
wc concluded negotiations and signed 
a new five year agreement covering the 
engineering operatives at our Sahaganj 
factory in West Bengal- 

The agreements covering the produc¬ 
tion operatives and staff at the Saha¬ 
ganj factory, and the staff at the Head 
Office and the District Offices through¬ 
out the country, expired at the end of 
the year. New agreements are now being 
negotiated and we hope to finanlise them 
in the near future. 

From its inception, the Company 
has adopted progressive methods and 
techniques with a view to improving the 
welfare and conditions of service of all 
employees. However, it must be re¬ 
membered that there are limitations 
and the ultimate welfare of the emp¬ 
loyees depends upon the continuing 
prosperity of the Company. 

Our training programmes for perso¬ 
nnel at all levels continue to make good 
progress. Consistent with the Conpany*s 
policy to keep pace with the technologi¬ 
cal changes and to improve managerial 
efficiency, new training programmes 
were developed and introduced, 
ftofit 6c Loss Account 6c Balance Sheet 

The financial results for 1970 have 
already been covered in the Directors* 
Report, but there are a few points that 
I would like to make. 

As you will have noticed from the 
accounts, the main feature of the year*s 
trading is that the significant increase 


in income yielded very little by way of 
additional profit. The major reasons 
for this were increased raw material and 
personnel costs and higher depreciation 
charges. Another contributory factor 
was increased interest charges reflecting 
the higher level of bank borrowings 
which were needed to finance additional 
raw material stock holdings, particularly 
natural rubber and textiles. These in¬ 
creases more than offset the signi¬ 
ficant reduction in accounts receivable, 
which have been achieved through our 
continued efforts to make the optimum 
use of all available liquid resources. 

Once again, your Directors have 
taken into account the substantial cash 
requirements needed to finance your 
Company’s expansion plans. Accor¬ 
dingly, they propose to maintain the 
ordinary dividend at 20% for the year, 
the same as for 1969 and retain the 
balance of available profit amounting 
to Rs. 1,65,99,000 by transferring this 
amount to general reserve. 

Capital expenditure in 1970 was Rs. 
3.20 crores. In addition, commitments 
for capital expenditure at 31st Decem¬ 
ber, 1970, amounted to Rs. 5.67 crores. 
Expenditure includes the implementa¬ 
tion of the industry licence received in 
December 1967 to increase the Com¬ 
pany’s automotive tyre and tube capa¬ 
city by 1,35,600 units and 1,24,800 
units per annum respectively. Also 
included are commitments made 
against the industrial and capital 
goods licences received in 1969, for the 
automotive tyre and tube and bicycle 
rim expansions at the Ambattur fac¬ 
tory, and for the replacement of old 
equipment at the Sahaganj factory. 

The major part of the expenditure on 
the current expansion plans will be 
met from the Company’s own resources. 
However, additional finance of appro¬ 
ximately Rs. 2, crores will be required 
and an application has accordingly been 
made to the Controller of Capital Issues 
for the issue of 15,00,000 Ordinary 
Shares at a pren^ium of Rs. 4 per share 
to members in the ratio of 3 new 
Ordinary Shares for every 20 Ordinary 
Shares held. The proceeds of the pro¬ 
posed issue will be Rs. 2.1 crores. 

The Board 

Mr. J.A. Moore relinquished his 
appointment as Managing Director 
during the year on retirement after 
long and distinguished service with the 
Company. 1 am sure you will join me in 
wishing Mr. Moore a long and happy 
retired life. 

Mr. Sachin Chaudhuri also retired 
from the Board. I would like to take 
this opportunity of thanking him on 

S our behalf for the wise counsel that 
e has given us and for the great 
interest that he has always taken in 
the Company. 

Mr. K. Padmanabhan also retired 
at the end of the year. Here again I 
would like to take rids opportunity of 


thanking him for him many years of 
devoted and loyal service to the 
Company. 

Mr. J.R. Scott retired from the Board 
during the year on taking up an appoint¬ 
ment with Dunlop Limited, U.K. and 
Mr. C.J.T, Blease took over from him. 

We have now re-organised our ex¬ 
ecutive management team with the 
appointment of four new wholetime 
Directors. These are Mr. R.N, Basu, 
Director Accounting, Mr. N.S. Bedi, 
Sales Director Industrial Products, 
Mr. R.M. Bhandari, Director Adminis¬ 
tration and Industrial Relations and 
Mr. L.J. Tompsett, Sales Director Tyres. 

I am sure you will join me in exten¬ 
ding a warm welcome to the new Direc¬ 
tors. 

Future Prospects 

Our diversification plans, which I 
have already mentioned, are designed 
to broaden the base of the Company’s 
manufacturing activities. 

We hope that wc will be permitted 
to have a share of the expansion of the 
Automotive Tyre Industry, and we have 
submitted an application to Government 
for permission to establish a new fac¬ 
tory with an initial capacity of 3,00,000 
automotive tyres and tubes in Goa, 
which is an industrially underdeveloped 
area. In keeping with our policy of for¬ 
ward planning, we have already pur¬ 
chased some land. We hope that this 
application will be considered favoura¬ 
bly, particularly in view of our credita¬ 
ble export performance, a good record 
of supplies to Defence and vehicle manu¬ 
facturers and our progressive manufac¬ 
turing and development policies. 

Under the Monopolies and Restric¬ 
tive Trade Practices Act, your Com¬ 
pany can be considered a dominant 
undertaking. This i$ so only because 
according to the Act the basis for cal¬ 
culating market share is the actual pro¬ 
duction and not the licenced capacity. 
In 1970, our share of the Automotive 
Tyre Industry’s production was appro¬ 
ximately 38%. Our licenced capa¬ 
city, on the other hand, is only 28% of 
the total capacity sanctioned by Govern¬ 
ment to the Industry. It wilt thus be seen 
that loss of production in other units 
and the extent to which they have 
implemented licenced expansions can 
actually determine whether an under¬ 
taking is dominant or not. 

As mentioned earlier the expansion 
of the Company’s Ambattur factory is 
making good progress. Given stable 
conditions, your Company will con¬ 
tinue to grow and we face the future 
with confidence and optimism. 

In conclusion, I should like to thank 
all our employees for the efforts they 
have made during 1970 towards the 
progress of the Company. 

Note: This does not purport to be a ’ 
record of the proceedings of the An¬ 
nual General Meetings. 
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RECORDS AND STATISTICS 

lOi Toppers in Private Sector’ 


TufcioplOl public Hmited companies 
in the corporate sector have been selec¬ 
ted on the basis of their size of paid- 
up capita) during 1969-70. Government 
companies, banking, insurance and 
other financial and investment com¬ 
panies and associations not function¬ 
ing for profit and companies limited by 
guarantee have been excluded. TISCO 
occupies the first rank with paid-up 
capital of Rs 49.98 crores and West 
Coast Paper Mills Ltd, with paid-up 
capita] of Rs 2.^ crores is the lowest, 
enjoying tenth position. The financial 
data, viz., paid-up capital, reserves and 
surpluses, assets, gross sales,'main in¬ 
come, profits, etc., in respect of these 
101 companies for the year 1969-70 
and 1968-69 have been presented in 
Table VI at the end. 

The financial position in aggregate 
terms of these 101 toppers is given in 
Table I. 

It will be observed that paid-up capi¬ 
tal formed 25 per cent of the total assets 
and reserves and surpluses formed 
roughly 19 per cent of trie total assets. 
Total sales or main income constituted 
93 per cent of the total assets and in¬ 
come-tax provisions constituted 36 
per cent of the profits before tax. The 
position during the two years under 
review was more or less identical. 

Indttslrial Composition 

These 101 toppers have been classified 
according to their predominent lino of 
business activity. Tlie maximum num¬ 
ber of companies amongst these top¬ 
pers were engaged in chemical industry 
and accounted for the highest amount 
of paid-up capital and assets of these 
101 toppers. The paid-up capital of 
cheniicaf companies formed 18.8 per 
cent of the total paid-up capital, and 16.9 
per cent of the total assets of these 101 
toppers. Next in importance were 
iron and steel companies which though 
numbered five only but were responsible 
to the extent of 13. 5 per cent of the 
total of assets of this group of com¬ 
panies. Engineering companies num¬ 
bered 11 and accounted for 9.4 per cent 
of the paid-up capital and 10.8 per 
cent of the total assets of this group. 


The industry-wise details of these 101 
toppers axe given in Table 11. 

Management Pattern 

The analysis of management pattern 
of these 101 companies reveals that as 
on 31-3-1970,44 of them were managed 
by managing agents, 41 by managing 
directors, 14 by board of directors and 
2 by general managers. The details of 


Cotton textiles 
Jute textiles 
Rayon textiles 
Woollen textiles 
Iron & steel 
Aluminium 
Automobiles 
Engineering 

Mineral oils (petroleum) 

Chemicals 

Cement 

Rubber products 
Paper 
Electricity 
Wholesale trade 
Shipping 
Mi$c. industries 
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nmnagement pattern are shown in 
TaUe 111. 


Tabic III 

MANAGEMENT PATIXSN 


Managonent 8et.up 

No. of companies 

Managing Directors 

41 

Managing Agents 

44 

Board of Directors 

14 

General Managers 

2 

101 


It may be mentioned that the manag¬ 
ing agency system came to an end on 
April 3,1970, by the Companies Amend- 


Table I 

FINANCIAL AGGREGATES OF 101 TOPPERS 


(Rs crores) 


Financial Indicator 

1969-70 

1968-69 

(i) Paid-up capital 

707 

655 

(ii) Reserves and surpluses 

532 

482 

(iii) Profits (before tax) 

221 

171 

(iv) Sales main income 

2618 

2303 

(v) Assets 

2815 

2600 

(vi) Income-tax provision 

80 

70 

(vii) Item (i) as ^centage of item (v) 

25.1 

25.2 

(viii) Item (ii) as precentage of item (v) 

18.9 

18.5 

(ix) Item (iv) as percentage of item (v) 

93.0 

88.6 

(x) Item (vi) as percentage of item (iii) 

36.2 

40.9 

Table II 



INDUSTRIAL COMPOSITION OF THE TOP 101 COMPANIES 


Industrial Activity No. of PUC as Assets 

units % age of as % 

total age of 

total 


7 6.1 8.3 

1 0.7 0.8 


5 

3.8 

3.1 

1 

0.6 

0.4 

5 

13.5 

13.3 

3 

4.5 

4.6 

5 

5.1 

5.8 

11 

9.4 

10.8 

4 

3.8 

2.9 

21 

18.8 

16.9 

7 

7.1 

6.4 

2 

1.9 

1.8 

7 

4.2 

3.8 

6 

4.5 

4.6 

3 

2.2 

3.5 

2 

2.3 

3.5 

10 

11.6 

9.5 


101 100.0 100.0 


•Prepared by Research and Statistics Division 
of the Department of Company Affairs. 
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ment Act, 1969. The managed com¬ 
panies are now switching oyer to alter¬ 
nate form of management. Manage¬ 
ment by board ofdirectors or by manag¬ 
ing directors appears to be more popular 
form though a smaller number have 
appointed whole-time directors or 
managers. 

Financial Management Control 

Sixty-nine of the 101 toppers be¬ 
longed to one or the other of the 75 
industrial houses as defined in the re¬ 
port of the Industrial Licensing Policy 
Inquiry Committee. The industrial 
houses, thus, exercised control over 
these 101 toppers to the extent of 68 
per cent in terms of paid-up capital 
and 70 per cent in terms of the assets 
of these 101 toppers. The Tata House 
exercised the maximum control. Ten 
of the 101 toppers with 15.5 per cent 
of total paid-up capital and 17.2 per 
cent of total assets belonged to Tata 
group. Birla House also controlled 
these toppers more or less equally as 
Tatas. Thirteen toppers with 10.9 per 
cent of total paid-up capital and 12.4 
per cent of total assets belonged to 
Birla House. Affiliation of these 101 
toppers to various industrial houses is 
shown in Table IV. 

Financial Indicators 

The main financial indicators of these 
101 toppers have been analysed sepa¬ 
rately and are discussed hereunder: 

(I) Paid-up capital: The total paid-up 
capital of all the 101 toppers amounted 
to Rs 707 crores and formed 36 per cent 
of the total private corporate sector. 
The paid-up capital of these 101 toppers 
increased by eight per cent over the 
previous year. In case of 70 companies 
the paid-up capital remained unchanged 
over the two years. Four companies, 
viz. Kirloskar Oil Engines Ltd, Ma¬ 
dura Mills Ltd,’ Union Carbide Ltd 
and Great Eastern Shipping Co. Ltd 
doubled their paid-up capital 
and two companies, viz. Birla 
Jute Manufacturing Co. Ltd and Indian 
Explosives Ltd., increased their capital 
over 60 per cent during this period. 
Two other companies viz. Binnys Ltd 
and Glaxo Laboratories (India) Ltd, 
have recorded an increase of more than 
50 per cent in the paid-up capital mainly 
on account of amalgamation. 

(II) Reserves and Surpluses: The 
aggregate reserves and surpluses of 
101 toppers amounted to Rs 532 crores 
and recorded an increase of 10 per cent 
over 1968-69. Thirteen companies were 
not able to set aside any portion of their 
earnings for future business as these 
companies were either incurring losses 
or have not earned sufficient profits. 
TISCO had the highest amount of re¬ 
serve apd surplus at Rs 52.7 crores and 
IISCO at Rs 40.9 crores. Seven other 


companies had reserves of more than 
Rs 15 crores during 1969-70. 

(Ill) Assets: The total assets of 101 
toppers aggregated to Rs 2815 crores as 
against Rs 26(X) crores in the previous 
year. The Assets had, thus, increased 
by about eight per cent. TISCO again 
topped the list with total assets of Rs 
181 crores followed by IISCO. TELCO 
and ACC in that order. Oil India 
occupied the fifth place and DCM 
sixth place with assets of Rs 
87.5 crores and Rs 84 crores, respec¬ 
tively. Four companies recorded a 
significant rate of growth in their assets. 
South India Viscose increased its assets 
by 74 p:r cent, Lube India by 70 per 
cent, Indian Explosives by 65 per cent 
and Kirloskar Oil Engines by 58 per 
cent. o 

The total sales'main income of 101 
toppers added to Rs 2618 crores as 
against Rs 2303 crores during 1968-69. 
This showed an increase of 14 per cent 
over the previous year. 

TISCO occupied first place with total 
sales of Rs 148 crores followed by 
Indian Tobacco with Rs 145 crores. 
Hindustan Lever comes third with sales 
at Rs 109 crores followed by DCM 
TELCO, IISCO and Dunlop with res¬ 
pective sales of Rs 95 crores. Rs 91 
crores, Rs 83 crores and Rs 82 crores 
in that order. 

Profits (before tax) earned by 101 
toppers aggregated to Rs 221 crores in 
1969-70 and recorded an increase of 
29 per cent over the previous year. 
There were 58 companies which earned 
profits of one crore of rupees and more 
m 1969-70 as against 53 companies in 
1968-69, which earned this amount of 
profits. 69 companies showed an in¬ 
crease in profits while 22 companies re¬ 
corded a fall. Nine companies incurred 
loss in 1969-70 and 19 companies dur¬ 


ing 1968-69. TISCO reported the high¬ 
est profits at Rs 11.3 crores followed 
closely by Oil India with Rs 10.8 crores. 
Century Spinning with Rs 8.9 crores 
and Bunnah Shell with Rs 8.1 crores. 
IISCO, India Tobacco, Gwalior Ray¬ 
on. Dunlop. Hindustan Aluminium 
and Hindustan Lever made profits of 
Rs 7.9 crores, Rs 7.8 crores, Rs 7.7 
crores. Rs 7 crores, Rs 6.5 crores and 
Rs 6.4 crores in that order. 

During 1969-70, the lOI companies 
provided Rs 80 crores by way of in¬ 
come-tax provisions against Rs 70 
crores in 1968-69. 

During 1969-70, the 101 companies 
provided Rs 80 crores by .way of in¬ 
come-tax provisions against Rs 70 
crores in 1968-69. 

Net profits after taxation stood 
higher at Rs 142 crores against Rs 
102 crores in 1968-69. The first ten 
companies ranked on the basis of profits 
after tax are given in Table V. 

Table V 

FIRST TEN COMPANIES RANKED 
ON THE BASIS OF PROnTS 
AFTER TAX 


Companies Profits after tax 

(in lakhs of Rs) 


IISCO 

783 

Hindustan Aluminium 

646 

TISCO 

612 

Oil India 

574 

Orient Paper 

Indian Aluminium 

m 

Century Spinning 

445 

Burmah Shell 

416 

Dunlop India 

416 

Gwalior 

404 


The ploughed back profits amounted 
to Rs 67 crores in 1969-70 and were 72 
per cent higher than the previous year’s 
level of Rs 39 crores. 


Table IV 

CONTROL OVER THE 101 TOPPERS 


Business group/house 

No. of 

% age 

%age 


companies 

control in 

control in 


terms of 

terms of 



total 

total tan- 



PUC gible assets 

1. Tata 

10 

15.5 

17.2 

2. Birla 

13 

10.9 

12.4 

3. Martin Burn 

2 

4.4 

4.9 

4. ACC 

2 

4.9 

4.2 

5. Shri Ram 

1 

1.7 

3.0 

6. Killick 

2 

1.7 

1.6 

7. Mahindra & Mahindra 

2 

1.0 

1.3 

8. Mafatlal 

2 

2.4 

2.4 

9. ICI 

3 

4.2 

3.1 

10. Kirloskar 

1 

0,7 

1.1 

11. Seshasyee 

3 

1.4 

1.0 

lx. Bangur 

3 

1.5 

1.3 

13. Sahu Jain 

2 

1.4 

1.1 

14. Other business houses 

23 

15.9 

15.5 

15. Indepoident companies 

32 

32.4 

29.9 


TOT 

iSBuT 

IBOTB 
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Name of Company 

Year 

Paid-up Capital 

Reserves & Surplus 

Net Worth 

Borrowing 

Total Tangible Assets 

Gross Sales; Main 
Income 

Profits before tax 

Provision for Income 
tax 

Profits after tax 

Dividends Paid/ 
Proposed 

Retained Earnings 

Gross Fixed Assets 

Net Fixed Assets 

Misc. Expenditure 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

1. ACG-Vickcrs-Babcock 

|96t).70 

6,54 

(—)69 

5,85 

2,97 

18,39 

15,82 

1,01 

_ 

1,01 

_ 

1,01 

10.49 

5,40 

2.32 

Lld.(3l)» 

1968-69 

6,54 ( 

-)1,70 

4,84 

4,65 

18,18 

8,89 

(-M2 

— 

(-H2 

— 

(-)42 

10,47 

5,98 

3,60 

2. Ahmcdabad Flcciri- 

1969-70 

8.75 

4,48 

13,23 

9,63 

27,12 

11,14 

2,17 

92 

1,25 

79 

46 

3,95 

19,53 

64 

ciiy Co. Ltd. (20) 

1968-69 

8,75 

4,06 

12,81 

9,08 

26,03 

1,087 

1,51 

61 

90 

79 

11 

30,64 

20.07 

11 

3. Ahmcdabad Mfg. & 

1969-70 

5,29 

5,22 

10,51 

18,35 

32,76 

32,12 

2,20 

1,19 

1,01 

74 

27 

24.09 

11,24 


Calico Printing Co. 
Ltd. (38) 

1968-69 

4,67 

5,25 

9.92 

15,89 

29.01 

28.23 

1,90 

69 

21 

71 

50 

22,22 

10.74 

— 

4. Alkali & Chemical 

1969-70 

4,65 

1,80 

6.45 

5,65 

14,65 

15,48 

89 

44 

45 

45 

— 

14..34 

6,34 

_ 

Corpn. of India Lid. 
(49) 

5. Aluminium Industries 

1968-69 

4,65 

1,81 

6,46 

5.99 

14,21 

11,39 

(-)27 

— 

(■-)27 

24 

(-)5l 

14,23 

7,23 

— 

1969-70 

3,54 

(..-)80 

2,74 

5.31 

9,77 

6,75 

(-)78 

_ 

(-)78 

_ 

(-078 

6,04 

4,01 

1,19 

Ltd.(78) 

1968-69 

3,46 

(-)4 

3,42 

5,81 

10,63 

4,66 ( 

--)l,27 

- ( 

:-)l.27 


-)1,27 

5.65 

3,86 

14 

6. Andhra Pradesh Pa- 

1969-70 

4,00 

32 

4,32 

8,73 

14,24 

7,39 

89 

— 

89 


89 

10,28 

10,18 

6 

per Mills Ltd ((>4) 

1968-69 

4,00 

(~)6l 

3,39 

8,10 

12,18 

5,01 

(-)I6 


(-)^6 

— 

(-)I6 

9,56 

9,56 

67 

7. Andhra Valley Power 

1969-70 

4,42 

3,77 

K.19 

10,02 

18,66 

10.10 

1,14 

— 

1,14 

49 

65 

12,03 

14,65 

lal9 

Supply Co. Ltd. (55) 

1968-69 

4,42 

3,28 

7J0 

10,30 

17,93 

8,73 

89 

— 

89 

49 

40 

20,19 

14,32 

2,02 

8. Andrew Yule & Co. 

1969-70 

2,96 

70 

3,66 

1,90 

8,24 

4,35 

43 

18 

25 

24 

1 

2,13 

1,01 

— 

Ltd.(98) 

1968-69 

2,96 

53 

3,49 

1,22 

7,14 

3,82 

49 

24 

25 

24 

1 

2,08 

L05 

— 

9. Ashok Leyland Ltd 

1969-70 

7,79 

3,63 

11.42 

6,18 

22,18 

29,22 

2,02 

88 

1,14 

70 

44 

10,60 

7,18 


(23) 

1968-69 

7,79 

3,17 

10,96 

7,16 

22,54 

26,24 

1,67 

70 

97 

62 

35 

10,08 

7,29 

— 

10. Associated Bearing 

1969-70 

4,00 

1,67 

5,67 

2,89 

9,26 

5,05 

1,11 

— 

1,11 

40 

71 

6,41 

4,39 

— 

Co. Ltd. (63) 

1968-69 

4,00 

57 

4,57 

3,40 

8,63 

3,61 

39 

— 

39 

— 

39 

5.43 

4.32 

— 

11. Associated Cement 

1969-70 

28,36 

1,5)3 

43,49 

39.28 

1,01,94 

78,03 

3,82 

— 

3,82 

3.03 

79 

96.18 

55,04 

— 

Cos. Ltd. (2) 

1968-69 

23.74 

13,66 

37,40 

37,02 

93,20 

79,12 

4,89 

1,24 

3,65 

2,85 

80 

88,78 

51,61 

— 

12. Aiul Products Ltd 

1969-70 

4,09 

2,68 

6,77 

10,08 

18,32 

11,54 

94 

-- 

94 

56 

38 

16,62 

8,44 

_ 

(61) 

1968-69 

3,99 

2,17 

6.16 

10,68 

18,34 

9,60 

35 


35 

48 

(-)13 

15,83 

8,68 

... 

13. Baroda Rayon Corpn. 

1969-70 

4,78 

2,77 

7,55 

86 

8.75 

6,74 

1,25 


1.25 

38 

87 

10,20 

5,98 

— 

(48) 

1968-69 

4,78 

1,91 

6,69 

2.05 

9.03 

6,57 

1,33 

— 

1,33 

38 

95 

10,10 

6.53 

— 

14. Buyer India's Ltd. 

(9W 

1969-70 

3,00 

2 

3,02 

5,03 

8,61 

5,77 

56 

— 

56 

— 

56 

6,66 

5,16 

1.19 

1968-69 

3,00 

(-)5l 

2,49 

5,28 

8,21 

4,19 

(-)29 


(-129 

— 

(—)29 

6.34 

5,33 

1,64 

15. Bcipahar Refractories 

1969-70 

3.50 

1,88 

5,38 

6 

7,65 

3,43 

63 

34 

29 

28 

1 

5,61 

2,96 

— 

Ltd,(82) 

1968-69 

3,50 

1,93 

5.43 

10 

7.46 

3,69 

94 

48 

46 

35 

It 

5.21 

2,89 

_ 

16. Binny Ltd. (27) 

1969-70 

7,06 

3,97 

11,03 

5.93 

32.58 

40,00 

61 


61 

43 

18 

25,58 

10,38 

— 

17. Birla Jute Mfg. Co. 

1969-70 

4,98 

7,45 

12,43 

5,30 

21.62 

27,71 

3,06 

1,10 

1,96 

44 

1,52 

22,74 

9,89 

— 

Ltd. (41) 

1968-69 

2,98 

7,85 

10,83 

6,52 

20,89 

25,26 

1,63 

54 

1,09 

38 

71 

21,51 

10,10 

— 

18. Bombay Burmah Tr- 

1969-70 

3,34 

2,35 

5,69 

1,10 

9.40 

4,22 

90 

42 

48 

52 

(-)4 

5,30 

3,05 


adtng Corpn Ltd. (85) 

1968-69 

3,34 

2,41 

.5,75 

1,05 

9.65 

3,70 

1,14 

61 

53 

48 

5 

5,33 

3.17 

— 

19. Bombay Dyeing & 

1969-70 

3,61 

3,47 

7,08 

9,51 

19,61 

23,11 

50 

6 

44 

43 

1 

19,63 

5,87 

... 

Mfg. Co. Ltd. (76) 

1968-69 

3,61 

3.47 

7,08 

9.70 

20,08 

23.70 

48 

8 

40 

43 

(-)3 

19,11 

6.22 

— 

20. Bombay Suburban Fl- 

1969-70 

3,59 

5,02 

8,61 

5,23 

18,30 

7,05 

1.28 

44 

84 

38 

46 

17,22 

13,74 

16 

cctric Supply Ltd. (77) 

1968-69 

3,55 

4.26 

7,81 

5,33 

16,78 

5,48 

79 

23 

56 

36 

20 

15,83 

12.76 

19 

21. British India Corpn. 

1969-70 

4,06 

1,90 

5,96 

3,57 

11,32 

10,21 

64 

— 

64 

— 

64 

4,07 

1,26 

— 

Ltd.(62) 

1968-69 

4,06 

1,48 

5,54 

3,80 

11,28 

1,077 

(«-)39 

— 

(-)39 


(-)39) 

5,50 

1,76 


22. Brooke Bond India 

1969-70 

6,70 

6,72 

13,42 

2,68 

23,21 

75..37 

4,75 

2,87 

1,88 

1,17 

71 

5,91 

3,84 


Ltd (30) 

1968-69 

6,67 

5,62 

12,29 

1,29 

19,81 

73,54 

2,97 

1.75 

L22 

75 

47 

5,23 

3,41 


23. Burmah Shell Refincy 

1969-70 

14,54 

3,16 

17,70 


22,58 

18,43 

8.08 

3,92 

[4.16 

5,96 C 

.-)l,80 

34,32 

18.84 

.. 

Ltd (8) 

1968-69 

14,54 

4,96 

19,50 

1,60 

24,13 

17,28 

7,03 

3,33 

3,70 

5,96 ( 

-)2,26 

33,03 

19,10 


24. Burn & Co. Ltd. 

1969-70 

3,64 

(-)23 

3,41 

3,07 

9.96 

9,74 

(-)89 

— 

f-)89 

— 

(-)89 

8,81 

2,63 

96 

(75) 

1968-69 

3,64 

70 

4,34 

2,77 

10,62 

10,23 

(-)12 


(-)12 

1 

(-)13 

8,87 

2,89 


25. Calicx Oil Refining 

1969-70 

4,50 

4,76 

9.26 

— 

10,76 

19,89 

81 

40 

41 

1.35 

(--)94 

17,16 

6,36 


(India) Ltd. (54) 

196K-69 

4,50 

5,25 

9,75 

5,96 

— 

15.09 

23,26 

1.47 

63 

84 

45 

39 

17,04 

6,82 

.. 

26. CciU Tyres Ltd 

1969-70 

3,04 

2,92 

1,51 

9,96 

23,09 

2,21 

1,15 

1,06 

33 

73 

4,86 

2,15 


(19) 

1968-69 

2,76 

2,39 

5,15 

1.31 

8.87 

21,05 

2,00 

1,05 

95 

25 

70 

4,46 

2,13 


27. Century Spg. Sc Mri». 

1969-70 

5,05 

14,59 

19.64 

7,47 

33,01 

48,39 

8.95 

4,50 

4,45 

1,55 

2,90 

39,60 

14,70 

... 

Co. Ltd. (40) 

1968-69 

5,05 

11,52 

16,59 

7,26 

.30,30 

45,23 

6,51 

3,30 

3.21 

1,49 

1,72 

37,38 

15,81 

__ 

28. Chemical Sc Fibres of 

1969-70 

3,50 

3,04 

6,54 

1,98 

12,80 

25,06 

3,55 

1.54 

2,01 

96 

1,05 

6,29 

4.33 


India Ltd. (81) 

1968-69 

3.50 

1,99 

5,49 

1.00 

10,19 

18,97 

3,62 

1,43 

2,19 

96 

1.23 

6,01 

4.56 

.. 

29. Chettinad Cement 

1969-70 

3,00 

(-)47 

2,53 

3.72 

6,29 

2,56 

8 

— 

8 

— 

8 

5,65 

5,24 

U77 

Corpn Ltd. (92) 

196S-69 

3,00 

(-)65 

2,44 

3,30 

5,91 

1,45 

(■-)25 

— 

(--)25 


(~)25 

5,28 

5,04 

1,77 

30. Ciba of India Ltd. 

1969-70 

3,25 

3,34 

6,59 

2,52 

12,17 

13,04 

1,44 

81 

63 

41 

22 

6,73 

4,31 


(88) 

1968-69 

3,25 

3,05 

6,30 

2,12 

11,05 

12,27 

' 1,86 

1,02 

84 

41 

43 

5.97 

3,84 

.. 

31. Coromandel Fertilisers 

1969-70 

9,58 (. 

-)3,84 

5,74 

43,85 

52,27 

24,52 

(-)62 

— 

(-)62 

— 

(-)62 

46,93 

37,56 

4,72 

(18) 

1968-69 

9,58 (^ 

-).L28 

6,30 

40,81 

51,77 

11,33 ( 

~)3,87 

— 

(--)3,87 

-( 

-)3,87 

46,66 

42,85 

4,16 

32. Crompton Greaves 

1969-70 

3.00 

6,52 

9,52 

1,74 

15,40 

20,32 

2,40 

98 

1,42 

45 

97 

4,34 

2.90 

.. 

(96) 

1968-69 

2,64 

5,27 

7.91 

77 

11,94 

17,08 

" 2,20 

98 

1,22 

39 

83 

3,70 

2,58 

.. 

33. Dalmia Cement (Bha¬ 

1969-70 

.3,18 

3,26 

6,44 

15 

10,61 

13,95 

1.77 

94 

83 

38 

45 

5,71 

2,50 


rat) (89) 

1968-69 

3,20 

2,79 

5,99 

20 

9,73 

12,74 

1.31 

64 

67 

38 

29 

5,45 

2,56 


34. Delhi Cloth & Gene- 

1969-70 

11,84 

16,67 

28,51 

48,60 

83,60 

95,04 

3,60 

— 

3,60 

1,34 

2,26 

75,51 

48,46 

.. 

ral Mills (IS) 1968-69 10,91 14,38 25,29 46,42 77,69 

*(RanlC!i according to paid-up capital have been shown in brackets in Col. No. 1) 

77,11 

3,58 

1,50 

2,08 

56 

1,52 

67.45 

44,48 — 

(Odtf.) 
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1 

2 

3 

4 

5 

, 6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

35. Ounlop India Ltd, 

1969-70 

10,76 

9,42 

20,12 

9,59 

39,79 

8.671 

6,99 

2,83 

4,16 

2,05 

2,11 

22,03 

11,03 


(13) 

1968.69 

10,70 

7,28 

17,98 

7,31 

34,61) 

70,95 

6,01 

3,29 

2/72 

1,80 

92 

19,65 

9,70 

— 

36. Escorts Ltd. 

1969-70 

3,70 

2,30 

6,00 

7,17 

23.35 

28.02 

2,11 

98 

r,i3 

36 

77 

8.R8 

6,19 

_ 

(72) 

1968.69 

2,86 

1,96 

4,82 

5,14 

19.34 

20,49 

1,77 

77 

1,0’) 

30 

70 

6.86 

4,90 


37. ESSO Standard Re¬ 
fining Co. of India Ltd 

1969-70 

3,00 

18,20 

21,20 

7,25 

31,40 

33,93 

3,49 

1,68 

l,8i 

2,30 

(-)49 

22,12 

10,10 

-- 

(95) 

1968-69 

3.00 

18.55 

21,55 

5,71 

29,49 

33,79 

3,08 

1,53 

1,55 

5 

1,50 

19,59 

8,33 


38. Glaxo Laboratories 

1969-70 

7,10 

4,87 

U,97 

27 

18,15 

24.42 

4,71 

2.83 

1,88 

96 

92 

8,60 

5,40 

9 

(India) Ltd. (26) 

1968-69 

3.00 

5.80 

8,80 

10 

12,88 

18,28 

3,32 

2,02 

1,32 

82 

48 

7,36 

4.53 


39. Great Eastern Shipp- 

1969-70 

4,79 

6,47 

11,26 

7,89 

32,65 

10,59 

1.59 

53 

1,06 

57 

49 

27,11 

21.13 

— 

ing Co. Ltd. (47) 

1968-69 

2,40 

8,40 

10,80 

8,62 

31,65 

S,V5 

2,33 

- 

2,33 

60 

1,73 

26,85 

21,82 

— 

40. Guest Keen Williams 

1969-70 

6,32 

10,59 

16,91 

7,80 

30,16 

32 42 

1,61 

84 

77 

51 

26 

24,61 

14.66 


(32) 

1968-69 

6,32 

9,59 

15.91 

13,23 

33,21 

30,02 

8 


8 

— 

8 

24,46 

15,41 


41. Gujarat State Fenili- 

1969-70 

11,99 

2,62 

14,61 

43,87 

62,63 

26,49 

2,52 

— 

2,52 

1,81 

71 

58/)4 

47.51 

— 

sarS Ltd. (14) 

1968-69 

U,97 

32 

12.29 

42,67 

56.49 

16,78 

2,17 


2,17 

- 

2,17 

53,40 

46.91 

M7 

42. Gwalior Rayon Mfg. 
(Wvg.)Co. Ltd. 

1969-70 

9,01 

14,60 

23,61 

4.11 

34,3« 

54,58 

7,72 

3,68 

4,04 

1,20 

2,«4 

30,11 

11,97 


09) 

1968-69 

7,01 

11,65 

18,66 

3,54 

27,10 

52,04 

5.89 

2.75 

3.14 

1,00 

2,05 

28,06 

12,22 

1 

43. Herd ill ia Chemicals 

1969-70 

4,90 ( ■ 

-)l,27 

3.63 

8.37 

13,02 

5,50 

(--)27 


(■-)27 


(■-)27 

12,20 

10,28 

18,1 

Ltd.( 45) 

1968-69 

4,90 

(—)96 

3,94 

9,36 

14,01 

3,02 ( 

-)1,26 


-)I,27 

~ ( 

)1,26 

i:,2i 

11,32 

1.5! 

44. Hindustan Aluminium 
Corpn Ltd. 

1969-70 

13,03 

17,68 

30,71 

19,61 

5t.52 

41,30 

6,46 


6,46 

1.26 

5.20 

52,62 

36,77 

.31 

(10) 

1968-69 

12,03 

12,42 

24,45 

25,20 

55.41 

31,52 

3.13 


3,13 

1.17 

1,96 

5i),:’o 

38,49 

24 

45. Hindustan Lever Ltd. 

1969-70 

11,56 

7,78 

19,34 

4,03 

31,82 

1,08,79 

6,38 

3.31 

3,07 

1,85 

1,22 

17,16 

8,37 


(16) 

1968-69 

11,56 

6,62 

18,18 

4,43 

31,03 

92,59 

6,20 

2,94 

3,26 

1,62 

1,64 

15,94 

8,09 

— 

46. Hindustan Motors Ltd. 

1969-70 

13.47 

12,13 

25,60 

33,45 

69,31 

48,29 

44 


44 

23 

21 

67,54 

44,71 


(9) 

1968-69 

13,47 

13,66 

27,13 

30,00 

65,78 

46,69 

1,23 

— 

1,23 

1,29 

(-..)6 

61,45 

42,39 

— 

47. Hindustan Polymers 

1969-70 

3,79 

(-)41 

3,38 

4,75 

8,73 

89 

(-)37 


(-)37 


(-037 

7,53 

7,15 

51 

(66) 

1968-69 

3,78 

(-)3 

3,75 

3,87 

8,19 

5 

(-)7 

- 

{-)! 

— 

( >7 

6,80 

6,79 

13 

48. India Cement Ltd. 

1969-70 

5,23 

3,54 

8,77 

10,98 

24,51 

12.98 

86 


86 

47 

39 

22,74 

16,14 

4 

(39) 

1968-69 

3,83 

4.0^; 

7.92 

9,52 

22,13 

11,13 

71 


71 

34 

37 

19,35 

13,96 

4 

49. India Tobacco LUl. 

1969-70 

18,95 

17,07 

36,02 

8,62 

53,89 

1,44.96 

7,83 

4,60 

3,23 

2.31 

9? 

16,68 

10,48 

— 

(6) 

1968-69 

15,In 

15,24 

30,40 


46.47 

1,26,10 

7,07 

3,48 

3,59 

1,97 

1.62 

15,67 

9,94 

— 

50. Indian Alumimun Co. 

1969-70 

12,41 

15,51 

27,92 

21,88 

59,04 

26,43 

5,25 

59 

4,66 

1,70 

2,96 

51,70 

35,93 


(11) 

1968-69 

12,35 

12,91 

25,26 

15,34 

48,33 

21,09 

4.36 

1,99 

2,37 

77 

39,10 

,16 

25.16 


51. Indian Cable Co. Ltd. 

1969-70 

4,14 

3,18 

7,32 

2,28 

11,33 

13,49 

4,51 

1,00 

3,51 

10 

3,41 

6,47 

2,45 

— 

(58) 

1968-69 

4,41 

3,12 

7,26 

2,95 

12,12 

13,08 

1,44 


1,44 

iO 

1,34 

6.0K 

2,35 

— 

52. Indian Explosives Ltd. 

l%9-70 

21,41 

3.61 

25,02 

.30,28 

61,03 

15,18 

2,99 

1,56 

1,43 

72 

71 

58,36 

52,71 

2 

(5) 

1968-69 

13,16 

2,90 

16,06 

14,42 

36,90 

13,94 

2,50 

1,29 

1,2! 

72 

49 

33,59 

28,67 

1 3 

53. Indian Iron & Steel 

1969-70 

27,58 

40,88 

68,46 

32,31 

1.27,85 

82,63 

7,87 

4 

7,83 

1,66 

6,17 

1,23,57 

67,46 

28 

(4) 

1968-69 

27,58 

39,78 

67,36 

30,60 

1,23,07 

%.53 

8.68 

54 

8,14 

1,41 

6,73 

1.24,29 

67.37 

28 

54. Indian Oxygen Ltd. 

1969-70 

4,62 

5,08 

9,70 

2,47 

15,73 

15,86 

1,52 

92 

60 

55 

5 

15,86 

7,18 


(51) 

1968-69 

4,62 

5.03 

9,63 

2,93 

16,14 

14,51 

K25 

67 

58 

55 

3 

15.57 

7,18 


55. Indian Rayon Corpn 

1969-70 

3,33 

42 

3,75 

2,46 

6,45 

3,30 

54 


54 


54 

5.55 

5.59 

^ 6 

(86) 

1968-69 

3,34 

(-012 

3,22 

2,89 

6,64 

3,12 

33 


33 


33 

.551 

5.51 

19 

56. Indian Tube Co. Ltd. 

1969-70 

7.96 

4.43 

12,39 

8,48 

24,27 

25,00 

1.97 

1,02 

95 

80 

15 

17,68 

9,04 

— 

(22) 

1968-69 

7,96 

4,12 

12,08 

6,61 

23,99 

24,31 

1,63 

83 

80 

64 

16 

17,11 

9,47 

— 

57. Jaipur Udyog Ltd. 

1969-70 

3,75 

1,65 

5,40 

2.90 

11,23 

13,32 

51 

22 

29 

32 

(-)3 

11,47 

4,70 

4 

(70) 

58. Jiyajee Rao Cotton 
Mills Ltd. 

1968-69 

3,75 

1,36 

5,11 

2,86 

10,05 

11,66 

13 

2 

11 

32 

(-)2I 

10,89 

4,32 

6 

1969-70 

5,64 

8,09 

f3,73 

2,47 

20,34 

26.44 

2.57 

98 

159 

79 

80 

17,98 

5,7? 

6 

(36) 

1968-69 

5,64 

7,13 

12,77 

2,23 

18,64 

24,85 

1,58 

74 

84 

67 

17 

16,81 

5,79 

— 

59. Kesoram Industries 
& Colton Mills Ltd. 

1969-70 

4,20 

6,22 

10,42 

10,*82 

24,72 

25,05 

44 

— 

44 

41 

3 

22.64 

12,76 

— 

(57) 

1968-69 

4,20 

6,17 

10,37 

8,76 

23,71 

24,75 

86 

— 

86 

52 

34 

21,55 

12,.55 

— 

60, Kirloskar Oil Engin¬ 
es Ltd. 

1969-70 

4,63 

3,81' 

8,44 

12.97 

30,05 

23,83 

2.27 

73 

1,54 

45 

1,09 

10,04 

6,54 


(50) 

1968-69 

2,31 

4,55 

6,86 

6,13 

19,04 

22,73 

3,82 

2,10 

1,72 

30 

1.42 

7,23 

4,50 

— 

61. Larsen &ToubroLld 

1969-70 

4,14 

3,31 

7,45 

10,51 

28,23 

22,81 

1,25 

23 

1,02 

41 

61 

10,16 

7,27 


(59) 

1968-69 

3,78 

2,70 

6,48 

10,60 

24,90 

23,13 

1,13 

35 

78 

37 

41 

8,85 

6,47 

— 

62. Lube India Ltd. 

1969-70 

4,80 

(-)66 

4,14 

10,62 

16,54 

1 

(-~)66 

1 

— 

(~)66 

- 

( -)66 

15,43 

1.5,33 

66 

(46; 

1968-69 

4,80 

1 

4,81 

4,05 

9,72 

— 

I 

neg 

— 

neg 

9,25 

9,25 

1 

63. Madras Aluminium Co 
Ltd. 

(34) 

1969-70 

5,97 

1,29 

7,26 

8,21 

16,81 

7,76 

1.19 

— 

1,19 

68 

51 

16,89 

11,78 

— 

1968-69 

5.97 

78 

6,75 

9.76 

17,70 

7,15 

83 


83 

50 

33 

16,61 

12,61 

_ 

64. Madura Mills Co. Ltd. 

1969-70 

7,00 

3,83 

10,83 

5,79 

18,63 

30,61 

81 

15 

66 

42 

24 

17,39 

6,56 

— 

(28) 

1968-69 

3,50 

6,92 

10,42 

6,92 

20,14 

26,68 

80 

6 

74 

35 

39 

16,87 

6,94 


65. Mahindra & Mahin- 
dra 
(71) 

1969-70 

3,72 

1,95 

5,67 

11,84 

24,38 

28,89 

82 

41 

41 

39 

2 

5.98 

4,23 

— 

1968-69 

3,72 

1,83 

5,55 

11,52 

23,86 

23,76 

46 

20 

26 

36 

(--OlO 

5,33 

3,84 


66, Mahindra Ugine Steel 
Co. Ltd. 

1969-70 

3,66 

(-)21 

3.45 

6,54 

10,81 

4,90 

39 

— 

39 

— 

39 

9,15 

8,20 

42 

(73) 

1968-69 

3,64 

(~-)60 

3.04 

6,90 

10,91 

,228 

(-)60 

— 

(-)60 


(-)60 

9,03 

8,49 

81 

67. Metal Box Co. of 
India Ltd, 

1969-70 

6,94 

2,86 

9,80 

5,80 

20,25 

27.69 

1,26 

72 

54 

41 

13 

10,78 

7,01 


(29) 

1968-69 

6,94 

2,80 

9,74 

4,78 

18,93 

25,97 

1,90 

103 

87 

61 

26 

9,86 

6,46 

— 

68. Mettur Cliemical 
Industrial Corpn. Ltd. 

1969-70 

3,00 

85 

3,85 

3,43 

8,32 

7.01 

54 

— 

54 

29 

25 

8,33 

4.49 

m 

(94) 

1968-69 

3,00 

58 

3,58 

3.76 

8,36 

5,91 

20 

— 

20 

19 

1 

8,24 

5.04 

— 

69 Motor Industries Co. 
Ltd. 

(69) 

1969-70 

3.75 

5,87 

9,62 

2,50 

15,86 

14,59 

2,54 

1,05 

1,49 

66 

83 

10,79 

6,09 


1968-69 

3,75 

4,81 

8.56 

1,51 

15,16 

U,93 

3,43 

1,85 

1,58 

66 

92 

8.40 

4.72 

— 

70. National Organic Ch¬ 
emical industries Ltd. 

1969-70 

12,00 (. 

-)4,73 

7,27 

43,52 

53,81 

15,95 (- 

-)1.33 


-)1,33 


-)1,33 

47,70 

42.03 

4,73 

(J2) 

1968-69 

12.00 (^)3,40 

8,60 

39,52 

50,85 

6,84 (-)3,09 


-)3.09 

- (■ 

-)3.09 

45.07 

42,68 3,40 

(Contd,) 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

71. Naiiona) Rayon Cor- 
pn. Ud. 

1969-70 

4,95 

5,56 

10,.51 

,4,45 

17,02 

22,34 

3,91 

2,16 

1,75 

99 

76 

27,30 

10,02 

— 

(42) 

1968-69 

4,95 

4,84 

9,79 

4,11 

16,58 

20,66 

20,66 

2,13 

1.51 

99 

52 

25,92 

9.99 

8 

72. Oil India Md. 

1969-70 

28,00 

10,76 

38,76 

34,48 

87,45 

27,23 

10,76 

5,02 

5,74 

4,82 

92 

1,01,44 

70,44 

58 

0) 

1968-69 

28,00 

10,39 

38,39 

38,26 

86,10 

26.11 

U,I9 

2,27 

8,47 

4.82 

3,65 

98,79< 

71,66 

65. 

73. Orient Paper Mills 
Ltd. 

1969-70 

5,62 

10,76 

16,38 

11,67 

31,70 

29,15 

4,76 


4,76 

51 

4,25 

35,28 

20,53 


(37) 

1968-69 

5,62 

6,47 

12,00 

15,81 

31,45 

23,63 

1,77 

_ 

1,77 

51 

1,26 

34.84 

2l00 


74. Orissa Cements Ltd. 

1969-70 

3,10 

3,38 

6,48 

50 

10,31 

12,02 

2.16 

1,02 

1.14 

36 

78 

8,80 

3,08 


(90) 

1968-69 

3,10 

2,54 

5,64 

35 

7.90 

9,72 

1,17 

44 

73 

32 

41 

8,48 

3,11 


75. M7cr Ltd. 

1969-70 

3,99 

5,86 

9,85 

- 

12,52 

15,89 

4,13 

2,39 

1,74 

96 

78 

6,59 

5,22 

— 

(65) 

1968-69 

3,99 

4,59 

8,58 

54 

11,42 

14,00 

3,49 

1,93 

1.56 

79 

77 

5,60 

4,14 

— 

76. Philips India Ltd. 

1969-70 

3,64 

5,39 

9,03 

7,84 

24,18 

30,21 

5,27 

3,40 

1,87 

83 

1,04 

12,22 

7,36 

— 

(75) 

1968-69 

3,64 

3.92 

7,56 

7.59 

22,09 

26,55 

4,62 

3,05 

1,75 

73 

84 

10,62 

627 


77, Polyolefins Industries 
Lid. 

(52) 

1969-70 

4,60 (- 

-)l,04 

3,56 

8,84 

13,71 

7,74 

16 

— 

16 

— 

16 

11,84 

10,53 

1,52 

1968-69 

3,60 (- 

-)1,27 

2,33 

8,83 

12.43 

2,46 ( 

-)1,53 

— ( 

-)L53 

_ _ 

(-)1.53 

11,08 

10,49 

1,68 

78. Premier Automobiles 
Lid. 

(25) 

1969-70 

7,46 

2,92 

10,.38 

15,73 

31,98 

30,22 

28 


28 

— 

28 

23,14 

15.75 

3 

1968-69 

7,46 

2,64 

10,10 

16,38 

31,30 

26,80 


_ 

(-)l 


(-n 

22,79 

15,31 

3 

79. Rallis India Ltd. 

1969-70 

3,00 

1,38 

4,38 

9,18 

17,88 

43,56 

8! 

41 

40 

33 

7 

2,80 

1,68 

— 

(93) 

1968-69 

.3.00 

1,32 

4.32 

9,43 

17,99 

39,17 

95 

52 

43 

33 

10 

2,60 

1,61 

... 

80. Renusagar Power Co. 
Ltd. 

(68) 

1969-70 

3,75 (- 

-)l,65 

2,10 

4,91 

17,56 

5,53 

74 

— 

74 

— 

74 

18,84 

16,13 


1968-69 

‘ 3,75 (- 

-)2,39 

1,36 

‘ 5,53 

17,93 

3,41 (. 

.-)l,47 

(. 

-)l,47 

_ 

(-)l.47 

18,59 

17,09 

2,43 

81. Rohtas Industries Ltd. 

1969-70 

6,05 

1,57 

7,62 

5,87 

18,41 

26,64 

1,37 


1,37 


1,37 

19.65 

7,8.3 


(33) 

1968-69 

6,05 

1,26 

7,31 

6,05 

17,36 

23,64 

(-)3I 

— 

(-)3l 

— 

(-)3I 

19,08 

8,29 

— 

82. Scindia Steam Navi¬ 
gation Co. Ltd. 

1969-70 

11,28 

15,25 

26.53 

25,75 

66,81 

35,69 

3,12 

20 

2.92 

1,27 

1,65 

60.11 

37,13 

— 

(17) 

1968-69 

11,28 

13,66 

24,94 

22,56 

60,72 

30,37 

3,03 

45 

2,58 

85 

' 1,73 

54,56 

33,97 

— 

83, Seshasayec Paper & 
Boards Ltd. 

1969-70 

3,50 

17 

3,67 

5,28 

9,98 

5,93 

68 

— 

68 

-- 

68 

10,70 

7,93 

11 

(80) 

1968-69 

3,50 

29 

3,79 

5,48 

10,25 

4,06 

19 

— 

19 


19 

9,94 

8:45 

11 

84. Shri Digvijay Cement 

1969-70 

3,29 

1,48 

6,77 

6,51 

14,80 

12,58 

72 

9 

63 

28 

35 

12,49 

7,29 


(87) 

1968-69 

3,29 

3,06 

6,35 

5,97 

13.95 

8,52 

29 


29 

— 

9 

12,07 

7,45 

— 

85. Sirpur Paper Ltd. 

1969-70 

3,44 

89 

4,33 

4,31 

10,09 

6,72 

1 

—. 

1 


1 

11,75 

6,34 

— 

(83) 

1968-69 

3,44 

94 

4,38 

3,97 

10,38 

5,77 

(-)9 


(-)9 

6 

(-)15 

10.76 

5,85 

— 

86. Sirsilk Ltd. 

1969-70 

2,94 

18 

3.12 

3,51 

8,82 

4,06 

(-)l 

— 

(..„)! 


(-)l 

7,75 

4,73 


(99) 

1968-69 

2,94 

19 

3,13 

‘ 3,67 

8,84 

3,71 


— 


— 


7,47 

4,73 

— 

87. South India Viscose 
ltd. 

1969-70 

4,90 

1,72 

6,62 

10,08 

21,18 

7.42 

37 

— 

37 

29 

8 

22,35 

14,29 

— 

(441 

1968-69 

4,90 

1.41 

6,31 

3,50 

12,19 

6,35 

43 

25 

18 

— 

18 

13,84 

6,90 

20 

88. Synthetics & Chemi¬ 
cals Ltd. 

1969-70 

5,74 

1,^3 

7,67 

7,13 

16,68 

13,92 

2,16 

— 

2,16 

34 

1,82 

16,97 

8,51 

10 

(35) 

1968-69 

5,74 

_ 

5,74 

11,46 

18,60 

12,10 

83 

_ 

83 


83 

16,92 

9,71 

64 

89. Tata Chemicals Ltd. 

1969-70 

4,92 

3,54 

8,46 

2,02 

16,48 

11,32 

2,45 

95 

1,50 

69 

81 

14,24 

7,15 

7 

(43) 

1968-69 

3,93 

3,62 

7,55 

2,87 

15,32 

10,77 

2,11 

86 

1,25 

61 

64 

13.31 

6,77 

3 

90. Tata Engg. & Loco¬ 
motive Co, Ltd. 

1969-70 

18,45 

13,33 

31,78 

65,43 

1,23,17 

90,52 

2.74 

— 

2,74 

2,21 

53 

92,42 

43,56 

— 

(7) 

1968-69 

18,45 

12,95 

31,40 

58,56 

LI 3,24 

97,06 

5,82 

1,73 

4,09 

2,35 

1,74 

85,84 

43,49 

— 

91. Tata Hydro Electric 
Power Supply Co. Ltd. 

1969-70 

3,53 

3,49 

7,02 

7,24 

14,56 

6,92 

95 

7 

88 

38 

50 

16,06 

11,47 

1,31 

(79) 

1968-69 

3.53 

3,14 

6.67 

7,43 

14,16 

5,97 

66 

.... 

66 

38 

28 

15,78 

11,53 

1,38 

92. Tata Iron & Steel Co. 
Ltd. 

(1) 

1969-70 

49,98 

52,73 

1,02,71 

37,73 

1,80,72 

1,47,66 

11,32 

5,20 

6,12 

5,27 

85 

2,68,32 

1,01»51 

— 

1968-69 

49.98 

51.83 

1,01,81 

44,05 

1,80,81 

1,39,93 

9,82 

3,60 

6,22 

5,27 

95 

2,58,08 

1,03,62 

— 

93. Tata Power Co. Ltd, 

1969-70 

7,54 

9,27 

16,81 

17,56 

34,87 

16,62 

2,11 

— 

2,M 

84 

L27 

36.88 

27,32 

3,19 

(24) 

- 1968-69 

7,54 

8,34 

15,88 

17,96 

33,62 

14,23 

1,61 

— 

1,61 

84 

77 

35.75 

27,06 

3,37 

94. Textile Machinery 
Corpn. Ltd 

1969-70 

2,90 

66 

3,56 

7,86 

16,36 

8,45 

(-)62 


( -)62 

11 

(-)73 

8,97 

4,62 

5 

(100) 

1968-69 

2,90 

1,39 

4,29 

7,18 

16,24 

8,18 

(-)72 

— 

(-)72 

11 

(-)83 

8,93 

4,57 

— 

95. Titaghpur Paper Mills 
Ltd. 

(53) 

1969-70 

4,51 

1,15 

5,66 

3,70 

14.31 

16,16 

21 


21 

13 

8 

14.92 

6,12 

— 

1968-69 

4.51 

1,07 

!5,58 

4,08 

14,90 

14,75 

17 

. . 

17 

3 

14 

14,62 

6,34 

_ 

96. Tube Investments of 
India Ltd. 

1969-70 

3,75 

2.14 

5,89 

4,60 

12,10 

11,63 

82 

35 

47 

38 

9 

9,53 

5,46 

8 

(67) 

1968-69 

3,75 

2,25 

6,00 

5,08 

12,00 

9,82 

33 

7 

26 

— 

26 

8.80 

5,18 

8 

97. Union Carbide India 
Ltd. 

(21) 

1969-70 

8,19 

10,59 

18,78 

12,06 

35,25 

44,04 

5,63 

2,48 

3,15 

1,23 

1.92 

29.40 

19,13 

— 

1968-69 

4,09 

10,10 

14,19 

15,12 

33,38 

33,95 

2,42 

53 

1,89 

61 

1,28 

27,08 

19,04 

_ 

98. Utkal Machinery Lid. 

1969-70 

3,35 (- 

-)1,86 

1,49 

4,27 

6,84 

3,16 

23 

— 

23 

— 

23 

5,06 

4.12 

2,14 

(84) 

1968-69 

3,35 (- 

-)2,09 

1,26 

3,87 

6,87 

2,56 

7 

— 

7 

— 

7 

4,66 

3,90 

2,14 

99. Voltas Ltd. 

1969-70 

4,33 

3,44 

7,77 

n.92 

37,99 

59,69 

11 

8 

3 

30 

(-)27 

7,85 

5,08 

— 

(56) 

1968-69 

4,33 

4,05 

,838 

13.38 

35,52 

61,89 

1,83 

1,02 

81 

65 

16 

7,65 

5,43 

— 

100, West Coast Paper 
Mills Ltd. 

1969-70 

2,90 

2,07 

4,97 

1,98 

7,66 

7.83 

1.22 

r 

72 

50 

31 

19 

7.28 

4.34 

32 

(101) 

1968-69 

2,90 

1,85 

4,75 

2,31 

7,51 

6,73 

67 

40 

27 

28 

(-) 

7,03 

3.91 

29 

101. Western India Match 
Co. Ltd. 

1969-70 

4,13 

2,88 

7.01 

55 

12,61 

26,54 

1.94 

1,06 

88 

50 

38 

7y38 

3,70 

— 

m 

1958-69 

4.13 

2,51 

6,64 

58 

11,73 

24.87 

1,26 

65 

61 

45 

16 

7,03 

3,56 

— 



EASTERN ECO^MIST 






CHEMIGitLS 
PHARMACEUTIC/ILS & 
HTERMEDIATES 



UGimilBO trade mark 


Pr«ntcd and Published by Rf 


THE ATUL PRODUCTS. LIMITED 


Member M (he NadoMll Safety Coancil 
SAFETY HEUPS PftODUCTION 


m 


ATUL. VIA. BULSAR. WESTERN RAILWAT 


on behalf of ^ Eastero Economist ttd.. United Commercial Bank 
Parilament Street,, New JDelhf, at the New* India r)(tippt||||lht Circus. NewX>eUlie ^ ^ 

^ R«alateMdattlMG.PeatCMlt|lk;Mef«^^ j 











I 


RUPEES 1.50 APRIL 30,1971 VOL. 56 


i^M 



What Must We Do? 

The Textile Muddle 
People Meet Prime Miiiistei 
Farming in East Europe 



Green Revolution 
Goes to Almora 




l^ove—A typical area for IGADA 
whole village demonstrations. 

RiOl^ -' IGADA experts with farmers. 



















if ^ 


April 30. 1971 


LAST .ECONOMIST 



Bombay's famous "CatvMU ol Indift' -jUSt 10 miDUUS ((Offl • ttaok 0( AawrlCt Waodb 


Bankof America 
has a man-on-the-spot 
in Bombay 


He is as expert is financing exports. 
Whether it's tyres or typewriters, machinery 
or medicine, a man-on-the-spot ct Bank 
of America is ready to help. For first hand 


facts and local contacts call on the ^ 
worldwide resources of Bank of Amerlfii' 
first in banking. 



NKor aMUUM-S*n fa*NCisco. u.s am.i us, nsw »ork Over lOOOfuU-iervic* eran^and mWdliriea InC*lltonif tM>a^ »d 














































WHAT MUST WE 00? 



APRIL 30, 1971 


What Must We Do? 

Stuck with Sttortages .. 
The Textile Muddle .. 
Resin Seminar 

People Meet Prime Minister 

— V. Balasubramanian 

IGADA in Almora 

- - The Editor 


749 An interesting development incidental to the Indian reaction to the movement 
for Bangla Desh is the dissolution overnight of the Pakistan lobby in the Indian 

750 press. Seizing every pretext that might come its way, this lobby had been plead- 
ing the case of Pakistan in Kashmir, stopping just short of stating frankly that 
New Delhi should make peace with Islamabad by conceding Pakistan’s claim to 

752 the Valley. This very same tribe of Journalists has now joined the chorus with 
demands that the government of India should throw in its lot with the Awami 
League. Once again there •has been hesitation in carrying its contention to its 

754 logical limit. Nobody in this group has so far said in so many words that the 
Government of Indik should recognise the provisional government of Bangla 

Desh even if this would mean war with Pakistan. 
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Credit Squeeze in Retrospect 

—Sagittarius. 

Prospects of Freight Containers 
—Praveen Singh 

Financial Needs of Changing Tarai 
—J. S. Sharma &. B. Prasad.. 

WINDOW ON THE WORLD 

Farming in East Europe. 


All the same it is clear enough that this is what most of these commentators are 
driving at. They have advanced two arguments in support of their point of view. 

^ The first sedks to appeal to the humanitarian considerations that must*surcly in¬ 
fluence governments and peoples of civilised societies. The plea here is that thr 
regime at Islamabad has resorted to the savage military repression of the entire 
people of East Pakistan and has been guilty of intolerable acts of organised 
violence against the civil population including women and children. The argu- 
7^2 ment proceeds that, since the people of this country, especially the people of 
West Bengal, still harbour sentiments of kinship with the people of East Bengal, 
765 it is impossible for this country to stand idly and not demonstrate by every means 
available to it its sense of identity with the ravaged people across the border. 


Palliaiivcs, But No Remedy. 

More Aid at Less Cost. 

TRADE WINDS. 770 

External Assistance : 1970-71; US 

Assistance: Purchase of US Wheat; 
International Fairs; Transport Sub¬ 
sidy; Lie’s Insurance Record; New 
Lie Policy; Small Industries; Pro¬ 
curement and Prices. 

COMPANY AFFAIRS 773 

Hindustan Aluminium; Dunlop India; 

Century Spinning; Kamani Engineer- ^ 
ing; Unit Prices; Licences and Letters 
of Intent. 

COMPANY NOTICES .. 780 

Indian Copper Corporation Ltd. 

The Gwalior RayOn Silk Mfg. 

(Wvg.) Co. Ltd. 

RECORDS AND STATISTICS 781 

Wholesale Prices; Index Numbers of 
Industrial Production; Money Supply 
with the Public; Reserve Bank of 
India; Scheduled Commercial Banks: * 

Consumer Price Index Numbers for 
Industrial Workers and for Urban 
Non-Manual Employees. 


ANNUAL SUBSCRIPTION 

INLAND : Ra. 85.00 
FOREIGN : £7-(M) or 1174)0 
Airmail St Advertiienient Rates 
on Enquiry. 

REGISTBitfiD OFFICE 

UCO Bank P. Box 34, 

Parliamsfit Street, New Delhi-1 


Those who arc arguing in this manner have however not been able to explain 
how our government’s recognising Bangla Desh would help in arresting the bu¬ 
tchery of the people of East Bengal by the Pakistan army or air force. On the 
contrary, any .such move on the part of the Government of India may well goad 
Islamabad to greater fury again! the unarmed people Of East Bengal and lead to 
an inten.sification of Pakistan’s military action and atrocities. It would be a diffe¬ 
rent matter if the Government of India were to recognise the provisional govern¬ 
ment of Bangla Desh and then back it up by sending arms and ammunition or 
even more positive military assistance. In that case, there would be some possibi¬ 
lity of effective resistance being offered to Pakistan’s military forces engaged 
in the massacre of the people of Ea.st Bengal. This, however, would mean India 
involving itself in a war with Pakistan. Those who have been implying that 
the Government of India should recognise Bangla Desh have however not yet 
gone so far as to suggest that India should take the initiative in bringing about an 
armed conflict between Pakistan and itself even for the worthy reason that 
humanitarian considerations demand that this country should go to the 
rescue of the people of East Bengal when they arc being so systematically 
slaughtered. 

The other argument advanced in support of an implied demand that the 
Government of India should recognise Bangla Desh is that this is a necessary act 
of diplomacy in the furtherance of our national interests. The contention here is 
that, whatever success Islamabad may be able to score in the short period by 
subjugating by military force the people of East Bengal, there is no question of 
East Bengal’s demand for autonomy or even freedom being stilled permanently. 
It has therefore become virtually impossible for Pakistan to survive effectively as a 
unitary state of both the western and eastern parts and it is therefore in India’s 
interest that its government should actively befriend East Bengal in its hour of 
need and thus ensure that the latter, whatever its future political status, will have 
cause to harbour goodwill and friendship for the Indian people. It is further argued 
that India’s long-term political interests lie in strengthening its eastern frontiers by 
forging bonds of consultation and co-operation with the people and their leaders 
in East Bengal and that nothing could further this objective more effectively than 
the recognition of Bangla Desh by the Government of India here and now. The 
weakness of this pleading is that it ignores the immediate question whether it 
would be in our national interests for our government to make any move that 
would precipitate an armed conflict with Pakistan. If the assumption is that 
Pakistan would not see in our government’s recognition of Bangla Desh a causus 
belli, it must be emphatically stated that this would be taking too muth for gran¬ 
ted. Rajaji has correctly pointedout that the recognition of Bangla Desh by out 




750 


EASTERN ECONOMIST 


April 30, 1971 


government in the present circums^ 
tanccs would amount to our decUnng 
war on Pakistan. There can he no 
justification for any of us imaginmg 
that Islamabad's interpretation would 
he different. 

All this does noi however mean that 
India has no positive role to play with 
regard to the movement for Bangla l>esh 
or in relation to the slaughter of the 
people of East Bengal by the military 
forces of Islamabad. Both humanitarian 
considerations and our national intc- 
rests demand quite clearly that the 
Government of India should play a 
much more productive role than it has 
done so far. This role must essentially 
be in the area of diplomacy. It is indeed 
strange that our Foreign Ministry has 
not so far been sufficiently energetic 
in bringing before the United Nations 
the issue of the Himalayan violence 
practised by Pakistan's armed forces 
against the people of West Bengal. 

There should certainly have been long 
before now an appeal or even a demand 
from the United Nations to Islamabad 
that the latter should slop military ac¬ 
tion against the people of East Bengal 
If a demand of this kind is ignored, it 
would naturally pave the way for the 
United Nations initiating sanction- 

Stuck with 

Thf HNGiNLiRiNCi industries in our 
country are currently facing a severe 
crisis due to shortages of steel and non- 
ferous metals, credit curbs by the Ke- 
!»ervc Bank of India and the unplanned 
programme of orders from the rail 
ways. This was the theme of the state¬ 
ment made by Mr Saiya Paul, President, 
Engineering Association of India, at a 
press conference held in the capital 
recently. Mr F^aul explained that the 
recovery from the recession in the case 
of these industries was no doubt rather 
quick, but their onward march wa^ 
once again being slowed down with the 
result that the targets of export earn¬ 
ings by these industries for the fourth 
five-year Plan period were not likely 
to he: achieved. It may be recalled thai 
the target fixed for the export of en¬ 
gineering goods in 1970 was Rs 125 
crores, but despite herculean efforts, 
the value of exports reached Rs 110. 60 
crorcs only. The target for the current 
year has been fixed at Rs 140 crores 
which would be hard to attain if the 
difficulties at present being experienced 
by these industries are not removed. 

Even though the government iuis 
taken steps in recent months to import 
the essential categories of steel, the 
gap between demand and supply 
Targe that it cannot be filltd with ffrmt- 
ted imports. The solution lies i.* ni- 


against the erring government. 

Secondly, where the humanitarian 
aspect is concerned, India should not 
further delay employing its diplomatic 
resources for persuading or even com- 
pelliiig the United Nations to undertake 
the responsibility for organising 
relief to the people of East Bengal 
by sending them supplies of food, medi¬ 
cine and other essential requirements. 
The Government of India may well 
offer itself as the main agency of the 
UN for undertaking the receipt, trans¬ 
port and distribution of these supplies. 
In any case, the flood of refugees from 
East Bengal has imposed an obligation 
on the Government of India to take 
care of them on its own territory. With 
the best will in the world, it cannot meet 
satisfactorily the exacting requirements 
of this crisis without drawing heavily 
on international co-operation and assis¬ 
tance. We would therefore urge the 
Government of India to exert itself to 
place East Bengal on the agenda bf the 
United Nations so that international 
action could be organised both for the 
protection and rescue of its people 
from the savage onslaughts of the 
armed forces of Islamabad and the re¬ 
lief and rehabilitation of families up¬ 
rooted by the catastrophe. 

Shortages 

proved utilisation of the steel plants 
which have been operating below their 
rated capacities. An unofficial estimate 
indicates that the inability to fully utilise 
the capacity of the steel plants is cost¬ 
ing the country no less than Rs 300 
crores a year. The present effective 
capacity of the five steel plants — Rour- 
kcla, Bhilai, Durgapur, TlSCO and 
IISCO- is over 6.7 million tonne.s a 
year, while production in 1970-71 was 
reported to be no more than 4.6 mil¬ 
lion tonnes. TlSCO was the only plant 
which worked at 96 per cent of its capa¬ 
city last year. For engineering indust¬ 
ries to accelerate their rates of growth, 
it is essential that the working of the 
.steel plants should be improved. 

Mr K.G. Khosla, Chairman of the 
Engineering Association of India (nor¬ 
thern region), recently "forecast that 
there was likely to be a steel famine in 
the country by 1975-76. The require¬ 
ments of steel in 1975 arc estimated to 
be around 10.2 million tonnes which 
level of production would be hard to 
attain unless Bokaro reached four mil¬ 
lion tonnes capacity and all the other 
steel plants improved in efficiency. Be¬ 
sides the engineering industries, the 
Bokaro steel project itself is threatened 
with delay because of the inefficient 
operation of the steel plants and the 
non-availabiliiv of the categories of 


Steel needed by it. And to meet the 
urgent requirements of Bokaro, the go¬ 
vernment has now sanctioned the import 
of additional steel. 

In the present critical situation, it is 
necessary to conserve all our resources 
and augment the supply of steel to the 
engineering industries. The export of 
scrap, for instance, has been on the 
decline for some time and this is for the 
good of the engineering industries. The 
production of electric steel from scrap 
is expected to exceed one million tonnes 
in 1971-72. What is more, the govern¬ 
ment has permitted the import of 20,000 
tonnes of heavy melting serai) during 
the current year. It is certainly ad¬ 
vantageous to export engineering goods 
made of steel obtained by melting scrap 
instead of exporting it. It is granted 
that the Metal Scrap Trade Corpora¬ 
tion (MSTC) was set up seven years ago 
to maximise the export of scrap from 
this country, but it was understood that 
this activity would in no way hamper 
the How of the much-needed metal for 
the engineering industries. 

Besides steel, the non-ferrous metals 
are also in short supply. Their problems 
are, however, different. For example, 
we have awaited the implementation 
of the Khetri copper project for too 
many years and currently the demand 
for this metal is being met through 
limited imports and import substitution, 
wherever possible. In the case of alumi¬ 
nium, supply is still lagging far 
behind demand because the programme 
of substituting aluminium for copper 
has been extensively applied. There is 
need for giving all possible assistance to 
the aluminium units which are at pre¬ 
sent keen on early expansion of their 
capacities. Zinc and lead are two other 
metals in whose case the demand in the 
country outstrips supply. 

As if the problems arising from the 
shortages of raw materials were not 
sufficient, the Reserve Bank of India 
has made the smooth functioning of the 
engineering units further difficult by 
imposing credit curbs wh;ch have “not 
only affected the medium and large-scale 
industries but also the small-scale- 
industries.” The paucity of finance is. 
likely to hurt production, which, in 
turn, would slow down the speed of 
operations and would throw up reduced 
surpluses for export. In the wake of the 
nationalisation of the 14 major banks, 
the accretion to deposits has been partly 
siphoned off to non-c.ssential sectors. 
Consequently, even the most vital in¬ 
dustries are made to suffer. The asking 
of earnest money at the rate of 10 per 
cent from the engineering units against 
their indents for steel (though it has been 
reduced by about 6 per cent) is aiso< 
causing a great hardship to the industry. 
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It locks up a good deal of its funds. 
As these funds are mostly borrowed, the 
cost of manufacture too goes up. The 
matter needs to be looked into afresh 
expeditiously. 

It is a well-known fact that a con- 
si(icrable section of the engineering in¬ 
dustry is dependent upon government 
orders for its working operations. The 
railways in particular play a pivotal r61e. 
If there was complete accord between 
the industry and the railways (and the 
' project authorities), a planned pro- 
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gramme could be worked out which 
would utilize the maximtun capacity 
available with the manufacturing units. 
The policy of making the engineering 
industries operate on a hit and miss 
basis is neither in the interest of the go¬ 
vernment nor of the industry. The 
plea of the engineering units that a satis¬ 
factory scheme should be evolved in 
this regard has great significance as 
it would tend to eliminate unnecessary 
waste and would, at the same time, 
assist in the generation of new employ¬ 
ment opportunities 


The Textile Muddle 


Whatever may be his logic (or is it 
economics?), Mr L.N. Mishra, the 
Minister of ForeignTrade, anyone must 
concede, is more or less, specific in his 
replies to questions in Parliament. Iri 
the context of the recent discussions 
between him and the representatives of 
the cotton mill industry regarding the 
quantum of production and the prices 
of controlled varieties of cloth, which 
have been inconclusive, it is therefore 
necessary to recall the discussion in the 
Rajya Sabha on the subject early this 
month (April 1, 1971) and to take stock 
of the situation today. 

The questions raised in the Rajya 
Sabha on April 1 were (i) whether the 
textile industry had proposed to raise 
cloth prices, and, if so, what was the 
reaction of the government to this pro¬ 
posal, and (ii) whether the government 
had referred the question of cloth prices 
to the Bureau of Industrial Costs and 
Prices (BICP) and, if so, whether the 
bureau had submitted any report. The 
replies of the minister to these questions 
were that the textile industry had asked 
for a rise in prices of controlled cloth 
and that, pending detailed investiga¬ 
tion by the BICP, no increase could 
allowed. Later, Mr Mishra also indi¬ 
cated that, as the government had de¬ 
eded to refer this question to an orga¬ 
nisation other than the Tariff Commis¬ 
sion, it had asked the BICP to go into 
it and that the latter would take about 
9 to 10 month’s time to study the prob¬ 
lem and give its report. He also ruled 
out any interim increase in prices. 

Among the measures taken by the 
government to ensure adequate supplies 
of common cloth, Mr Mishra referred 
to the control on 25 per cent of cloth 
production by mills and admitted that, 
although there were, so many mills that 
should produce controlled varieties of 
cloth, had not been doing it, prefer¬ 
ring to switch over to finer varieties by 
paying a compensation (not penalty, be 
itnotedjatthe ratcof sixpaise per metre. 
He not, however, say why the mills 
tiad been doing so; instead, he made 


two proposals, namely raising the rate 
of compensation from six paise to 25 
paise per mkre and forcing the mills 
to produce coarse varieties of cloth up 
to 40 per cent of their total production, 
instead of 25 per cent as at present. 
A special committee has since been set 
up to report on increasing the produc¬ 
tion of controlled cloth. It remains 
to be seen what this committee is going 
to recommend. Possibly, it may advise 
the government to leave the option to 
the mills, whether to agree to ensure a 
minimumproduction of controlled cloth 
to the extent of 25 per cent of their total 
production (this they have already 
undertaken to do) and pay a compensa¬ 
tion of 25 paise for every metre by 
which a mill’s production of controlled 
cloth falls short of 25 per cent of its 
total cloth output (instead of only six 
paise per metre as at present) or to 
undertake manufacture of controlled 
varieties fo the extent of 40 per cent 
of their total output. 

Now, it is possible for the govern¬ 
ment to lay down any percentage or 
even to do away with any compensa¬ 
tion provision so as to make doubly 
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sure of the fixed percentage of mill 
production, be it 25 per cent or 40 per 
cent, being in controlled varieties only. 
The government may also insist on the 
mills increasing the production of 
medium cloth “so that poor people 
could buy cloth cheap*’. But what the 
Minister of Foreign Trade seems to for¬ 
get is that, while he may be able to en¬ 
force his decision on the mills, he will 
certainly not be able to ensure that poor 
people get their cloth cheap. Indeed, 
he himself admitted as much in the 
Rajya Sabha in reply to Mr J.P, Ma* 
thur, who wanted to know whether the 
government was aware tluit certain 
categories of cloth, particularly dboties, 
were being sold at prices much above 
those printed on them and whether the 
government had made any enquiries 
as to why cloth was being sold in the 
market at prices above the marked 
prices. He even suggested to Mr 
Mishra, who had earlier declared he 
would not permit any increase in prices, 
to make the announcement in the open 
market! The minister evaded the only 
possible and right reply, that is, that 
any cloth will sell at tnc price that the 
market bears. 

This means that, by insisting 
on the mills to print an unecono¬ 
mic price on cloth, the government is 
simply driving the mills or/and the mer¬ 
chants to sell at a higher price but not 
show the realisations in their books. 
This is not to say that every mill or 
every merchant indulges in this mal¬ 
practice, but, eventually, there is no 
doubt it will put the honest, con.sciettti- 
ous and law abiding mills out of com¬ 
mission, if only by reason of the opera¬ 
tion of the inexorable laws of econo¬ 
mics. 

It is unfortunate that, in their zeal 
to appease the so-called common man, 
many of our ministers tend wholly to 
overlook the laws of econcmics. At 
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The central fact about the jute industry to 
which much attention must be paid is its chro¬ 
nic over-capacity. An estimate {made by the 
Indian Central Jute Committee in 1941, indi¬ 
cated that the loomage strenpth of the industry 
as a whole was about one-third more than that 
reauired to meet the normal world demand. 
During the war. as the military prmarations of 
the advance on Burma necessitated an increas¬ 
ingly large demand for storage accomo^tion 
for military stores and equipment, some 26 mill 
units were taken over by the Govem^nt for 
this purpose, the space thus surrendered anmun- 
ting to no less than 7i million square feet of 
oov^ pucca built accommodation. The in¬ 
dustry was thus deprived of iwine 25 per cent 


of ils productive cap^iiy. And yet the 
industry was able to maintain production at the 
levels demanded by the Allied Economic High 
Command. This only serves as confirmatory 
evidence for a phenomenon to which students 
of the subject have repeatedly drawn attention 
in the past. The jute industry’s traditional me- 
thod of dealing with the situation has bwn a 
nolicy of restrictionism. Indeed, one of the 
chief objectives of the I.J.M.A. down through 
the years has been to foster voluntary agreements 
among the various mills to limit their output 
by reducing the hours of work and m other 
ways. And it would seem that in future loo, 
left to itself, the industry would deal with the 
problem in a similar manner. 



752 


EASTERN ECONOMIST 


least two members in the Rajya Sabha 
who ought to know what they werg say¬ 
ing asked the Minister of Foreign Trade 
whether there has not been a steep rise 
in the prices of cotton^ as also of other 
items entering into the cost of cloth 
manufacture. Beyond twitting one 
member that he was an able champion 
of the ICMF and telling the other that 
"‘wc do not agree with them” (that is, 
the mill interests) who “demanded a 
rise in the prices — of controlled 
cloth ‘ on the pretext that the price of 
cotton had risen by 200 per cent and 
the cost of labour too had increased”, 
Mr Mishra was not very helpful. “Wc 
have sent this matter for verification to 
the Bureau of Industrial Costs and Pri¬ 
ces and nothing could be said on the 
subject until after we have received their 
repbrk”, he observed. Be that as it may, 
jf^ as any inpartial body is bound to 
accept, the BICP were to endorse the 
figures produced by the mill industr>, 
will Mr Mishra allow the industry to 
raise cloth prices with retrospective 
cflFcct with the same felicity as the go¬ 
vernment grants increases in dearness 
allowances to its employees? 

The question is neither irrele¬ 
vant nor irreverent, because, 
while it is admittedly a difficult 
thing for any democratic government, 
caught in a vicious spiral of inflation, 
to raise prices, especially of such neces¬ 
sities us foodgrains and cloth, it is 
equally patent that no one, whether in 
the public sector or in the private sec¬ 
tor, will continue for long to produce at 
a loss. (This explains why even govern¬ 
ment-run mills have reportedly preferred 
to pay the compensation than to pro¬ 
duce controlled varieties of cloth!). 
A brief reference to the raw material 
and other prices situation that obtained 
at the time the insistence on mills pro¬ 
ducing a given quantum of controlled 
varieties was imposed and today should 
convince anyone of the sharp rise that 
has taken place since in these prices. 

The last occasion when there was a 
revision in the multipliers for controlled 
varieties of cloth was in May, *1968. 
Beh\een May. 1968, and today, several 
representations have been made by the 
industry, that is whenever raw cotton 
and other prices have gone up. Accord¬ 
ing to the ICMF’s latest submission to 
the government - - January, 1971 — 
cotton prices showed a rise of about 
138 per cent over those considered for 
the compensation of multipliers in 
April, 1967; over the same period, wages 
spiralled by 12.6 percent and prices ol 
stores, dyes and chemicals, etc. ad¬ 
vanced by 20 per cent. The cumulative 
effect of all these increases was to raise 
costs by 78 per cent, compared to the 
position in April, 1967. (In the case of 
government-controlled mills -presum¬ 
ably because ihe> don't pay the same 


rates of dearness allowances and bonus 
— this percentage rise amounted to 57, 
it is stated). At this rate, we need not 
be surprised if, by the time the BICP 
submits its report (since the price issue 
was '■efcrredlo thisbody only in August- 
September, it will not be able to report 
before June-July, 1971, at the earliest, 
on the basis of the time limit indicated 
by Mr Mishra in the Rajya Sabha). the 
prices will have moved up well around 
the cent per cent level! Not until this 
anomalous position is .set right can 
the government expect adequate supp¬ 
lies of controlled varieties or ensure 
their availability to the common man 
at what it considers to be a cheap price. 
As staled earlier, a cheap price marked 
on the cloth by a mill is not necessarily 
the price at which the common man 
will in fact be able to purchase it in the 
market. 

In view of what has been staled above, 
the correlation between the level of 
production costs and the quantum of 
controlled cloth produced should be an 
cyc-opener to the government. It is 
significant that, as the percentage of 
losses to a mill on the production of 
its controlled cloth rose, the quantity 
of its production of controlled cloth 
declined, as the table alongside shows. 

It is true the government stepped up 
(he rate of incentives for excess pro¬ 
duction of controlled cloth over the 
statutory minimum of 25 per cent of 
capacity from lime to time, and certain 
rebates too were given in respect of the 
controlled cloth obligation for supplies 
of cloth for export and defence and also 
in respect of ready-made garments by 
makers as well as exporters. But 
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the total eflect of all these felt far 
short of the level of losses involved. 
Controlled cloth production also suffe¬ 
red due to breakdown of machinery, 
strikes and go-slows, power failure and 
other causes, but the really detemrining 
factor has been the loss to the industry. 
Where it is a question of losing one’s 
money continuously, no one can be cx- 
pteied to or will suffer or submit to 
unreasonable restrictions indefinitely. 
So it is not the threat of enforcement 
of any percentage of production or 
compensation payable for default that 
will yield results. What is needed is a 
reasonable price based on impartial cal¬ 
culation of costs. This is no less im¬ 
portant than making available adequate 
supplies of raw cotton to the mills. 
The two are in fact complementary and 
reliance on the one to the neglect of the 
other is only to court more disappoint¬ 
ment. 

PRODUCTION OF CONTROLLED 
CLOTH 

(In million sq. metres) 


Quarter 1968-69 1969-70 1970-71 


May-July 158.2 154.7 119.0 

Aug-Oct. 200.0 119.3 62.0 

Nov.-Jan. 201.2 123.3 

Feb.-April 187.5 123.4 

J otal for the 

vear 746.9 520*7 


Resin Seminar 


With our requirements of resin and 
turpentine gradually outstripping supp¬ 
lies and the scope for diversification in 
the uses of these forest products also 
widening fairly extensively, it was in¬ 
deed appropriate that those concerned 
with the management of our forest 
wealth and the entrepreneurs as well as 
technologists engaged in the industries 
based on resin and turpentine should 
have assembled here in a seminar on 
April 13 and 14 to bestow thought on 
the optimum exploitation of these 
resources. Apart from the valuable 
contribution that the resin and turpen¬ 
tine resources and the industries based 
on them make to the economy of the 
country, the development work in this 
field needs encouragement from another 
consideration also. This isJIhc opening 
of additional avenues of employment in 
the hilly tracts which suffer from various 
disadvantages compared to the plains. 

fhe Seminar on the Role of Pine 


Resin in the Economic and Industrial 
Development of India threw up many 
useful suggestions for judicious ex¬ 
ploitation of the pine resources in our 
forest wealth, which, if pursued ener¬ 
getically, can yield handsome divi¬ 
dends. With a view to raising the pro¬ 
duction of pine resin, it was stressed that 
not only improved techniques of tapping 
have to be adopted but also concerted 
efforts have to be made to bring addi¬ 
tional forest areas under commercial 
exploitation. It is indeed regrettable 
that our methods of tapping by and 
large have remained obsolete even 
though we have had a forest research 
institute for over a century; attempts 
have been made at raising yields only 
in the recent past through the use of 
chemical stimulants with the result that 
this practice has yet to become wide¬ 
spread in most areas. Further, tapping 
is being done at present barely up to six 
feet, i.e. man’s height. The upper reaches 
of the pine trees remain unexploitcd. 
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If we ceit extend tappinc even ujtto 12 
feet end alike u«e pf cBemieil stunu- 
lantk, experts opine, our lesitt yield 
eau go up liy xs nrach as 2S per cent. 

The seminar also laid emphasis, and 
rightly so, on the maximising of the 
Stockings of pine trees by natural and 
artiiicuu regeneration, including affores¬ 
tation of blanks in the hills, growing of 
exotic, high-yielding varieties of pine, 
and improvement of communications, 
wherever necessary. While the former 
two steps should improve the economics 
of resin production, the latter should 
help in extending tapping to the hither¬ 
to inaccessible areas. Since the forest 
resources are primarily in the govern- 
nwnlal sector ~ private forests account 
for only a very small percentage of the 
total forest wealth of the country - it 
should be quite easy to co-ordinate the 
work for the development of pine re¬ 
sources. The presence of a large num¬ 
ber of the officials of the forest depart¬ 
ments of both the central and the state 
governments at the seminar and the 
guiding of the deliberations of the scmi- 
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nar by none else th2n the Inspector- 
Oeoeral of Forests, Mr K..C. Soni, 
himself should augur well for concerted 
efforts being made m future for the 
above developmental work. 

So far as the utilisation of resin and 
turpentine ts concerned, the seminar 
did well in emphasising that apart from 
looking into the promem of optimum 
uses in the traditional industries such 
as paper, soap, paints and varnishes, 
etc., efforts in future ought to be made 
to derive the greatest benefit through 
producing high-value derivatiscs The 
present consumption of resin for si/tng 
paper, for instance, is said to be unduly 
excessive. It can wdl be brought down 
through use of loilifted resin As a 
matter of fact, what should be 
aimed at is that the use of these two 
materials in aieas where the return is 
not as high as in some of other newly 
discovered fields, should be curtailed, 
the position of the iwo materials being 
taken up by pctiochemiuals. 

This calls toi aciciit on rescaich and 
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ifflprovameiit in the quality of resin and 
turpentine Studies in dc^th on the 
chemical constituents of resin, it is be¬ 
lieved, can throw up many new uses of 
resin. As regards tufpentuie, which till 
lately has been utilised only as a 
solvent and more recently for the 
manufacture of camphor and pine 
oil, its uses abroad have been 
diversified greatly with the result that 
various valuable aromatic chemicals, 
such as goianiol, Imalool, citroneliol, 
lonons and even irone, have come to be 
produced from it Carene, which hither¬ 
to has been considered a problem for 
the utilisation of our turpentine, now 
appears to be turning into an asset, as a 
sequel to the lesearchcs into the 
potential of this amstitucnt The pre¬ 
sence of longifolene in our turpentine 
can also be inverted into highly inter- 
resting perfumaly^ chemicals. '^Tlj^ 
IS obviously need for duvotinglMi{#|iMII 
towards these new uses of reeJit^d 
turpentine This will not only help in 
import substitution but can also open 
up nevf VIS 1 . 1 S of cxpoit 

vs 


RECORDS AND STATISTICS 


A Quarterly Bulletin of "Eastern Economist", this publication surveys 
important developments in each quarter In the various fields of the 
national economy as well as in the world economy, organizes its mate¬ 
rial in a convenient form and illustrates it with diagrams, graphs and 
charts. Its features are a business roundup, an analysis of markets and 
an investment supplement. 

The Bulletin averages 64 pages and is priced at Rs 4 per copy. 
The annual subscription Is Rs. 16 

Inquiries regarding subscription and advertisements may be 
addressed to: 


The Managcr» 

The Eaitcrn Economist Ltd, 
Poet Box No. 34, 

Now Dolhi-I. 



734 


CASTERN qti<^MIST 


People MMt Prime Miniirter 

(With apologies to AIR-TV) 

V BALASUBRAMANIAN 


'fHls IS a queslion-and-answer session. 
The proceedings are initiated with 
it/iroductory remarks by the Prime 
Minister. 

Mrs Gandhi: I am told that the 
people are eager to meet me, pul ques¬ 
tions and get my views on matters of 
interest to them. J am also given to 
underststnd that those of you who arc 
assembled here form a cross-section 
of the public. vSo, then, to business 
and while I will reply to your questions, 

I too may ask you a questioji or two 
myself. 

Mr Morarji Desni; Having been the 
l>eputy Prime Minister in the Ciovern- 
ment of India not long ago, I claim 
the right to speak first. As the whole 
world knows. I am a blunt man. I am 
going to ask you straight. 

Mrs Gandhi: Stop. Vt)Li need not 
waste your breath further. I know that 
you want to air that ancient complaint 
of your.s. But what arc you giousing 
about? t:vcn if I were to admit that I 
threw you 4)ut like brinjals or potatoes, 
ai*e those vegetables all that worthless? 
Ask any housewife and she will tell you 
that potatoes arc expensive. stuH' 
these days, while the price al which 
brinjals sell is no laughing mailer cither. 

Mr Morarji Desai: I could well be- 
iieve that. So long as I was holding the 
finance portfolio, the lu)u.sewifc had 
nothing io complain about. Potatoes 
were selling al the price of potatoes and 
brinjals at the price of brinjals. 

Mrs Cfandhi: fhe tri>nb)e with you, 
Moran I Bhai. has a I wavs been that you 
would bcliev' anything vou want to 
believe. In any case, if yon arc so fomi of 
analogy, better forget about potatoesanci 
brinjals. Ifyou arc thinking about trillcs 
for purposes of comparison, there are 
'the lellows who are currently defecting 
from your parly such as it is to mine 
.and there are also the members of the 
■Planning Commission. Surely the mar- 
,ket value of thc.se people is way behind 
^thosc of potatoes or brinjals. 

PtoL D.R. Gadgil: Did I hear you 
mention the “Planning Commission"? 
With due respect to you, 1 must say that 
:'you have not been i'air Ic me at all. 
You know very well that 1 have been 


old and ailing for years now. A shock 
like the one you gave, me could easily 
have proved fatal. ,1 am afraid, in fact, 
that ] have not much time left. As a 
private citizen 1 clearly cannot afford the 
medical and hospital facilities 1 have 
now become accustomed to. 

Yogi Dhirendra Brahmacbari: You 

really do not need expensive doctors 
or drugs. Try standing on your head 
ev^ry morning. I have been doing it as 
also so many others whom I am guid¬ 
ing in their yoga exercisc.s. I can assure 
you that this has made us all healthy, 
wealthy and wise. 

A Statesman Reporter : I f yoga has 
served you so well, why have you been 
running a workshop for jeeps? 

Yogi Uhirendra Brahmachari: The 

jeep business, as you know, was only 
a sideline for a special occasion, not 
my permanent interest. 

Mr Halraj Imvc never been ' 

an admirer of the Planning Commis¬ 
sion. Nevcriheless, I must say that 
Prof. Gadgil has had a raw deal, the 
way he has been a&kcd to get out. 1 
would plead with him that, before he 
does go, he will have the moral courage 
to disclose to us ail what secret ink or 
chemical paper is being used in Yojana 
Bhawan. Otherwise we will never be 
able to figure out the mystery of all 
those disappearing targets and dissolv- 
.ing allocations. 

Mrs Gandhi: I am afraid this dis¬ 
cussion Is becoming disorderly. My 
understanding was that it was to be a 
dialogue belw'ecn myself and the rest. 
Now people here have begun talking 
al or among themselves. 

Mr ^ .B. Cfiavan: 1 agree with the 
Prime Minister. I almo.st always do 
that anyway. At cabinet meetings, the 
rest of ns never talk among ourselves, 
in fact, the rest of us do not talk at all. 

Mr Jngjivan Ram; Some oJ’ us not 
only keep silent hut sleep through the 
cabinet meetings ak well. 1 wish I 
were wise a few weeks ago as 1 utti now. 
Being a sleeping Congress president is 
certainly belter than not being Cong¬ 
ress president at all. 

Mrs Gandhi: J imiiftt insist on our . 
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ribiunung to the business of this 
ing# May I put a question to Mr Kiurpitia* 
nidhi who is over theiie? is that 
bulky bundle ofpapers^you areshufUng 
and reshuffling? 

Mr M« KariuumiilM: They are alt 
blank papers, madam. They are blanks 
thereby indicating that there ba$ been a 
total failure of rain and crops in the 
southern di.stricts of my state, 

Mrs Gandhi: Now, don't start that 
again. Nineteen scvciily-onc isnot, 1969 
or even 1970. Besides my officers tell me 
that crop yields in I'hanjavur disitrict 
and elsewhere are actually above 
normal, 

Mr Karuoanidhi: 1 urn pained, 

Madam Prime Minister, that you have 
set the central government officials to 
spy on me and my state. You have gone 
back On our election agreement that 
there is to be mutual trust between you 
and myself. In any case, I need money 
badly and I must have it, drought or no 
drought. * 

Mrs Gandhi; 1 once again give the lie 
to you. I have confidential information 
that you do not need money al all. nor 
does any of your partymen. Moreover, 
Mr Chavan tells me that we ourselves 
will have to wait for May to bring us 
some cash. 

Mr L.N. Mishra: If that is really a 
problem of finance, 1 believe 1 could 
scrape something together. 

Mrs Gandhi: No, no. I will have 
none of that until the state elections 
are due. 

‘Young' entrepreuuer: As a young 
entrepreneur, I will be happy to do my 
best whenever the call comes. Al the 
same lime. 1 must have sufficient notice. 

It is becoming more and more difficult 
to salt away cash for special purposes. 

Mrs Gandhi: Do you call yourself a 
‘young’ entrepreneuer? You do not 
look young at all. 

‘Young' entrepreneur: 1 am young 
in spirits, madam, and Jiavc the right 
enthusiasms. 

‘Old’ industrialist: bven if i do not 
enthuse so readily, I certainly calculate 
carefully and I believe that the Prime 
Minister herself is not unaware of the 
fact that I loo have contributed my 
mile to her famous victory. 

Mrs Gandhi: I am aware of more 
things than are dreaifit of in your account 
books. In any case nobody but myself 
may trade qn what 1 know or do not 
know. 

Another businessman: As a ffim 
.believer .ia the. concepi. o£ the ioint.. 
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sector,' 1 do not wish to define 
myself narrowly either as a ‘young’ 
entrepreneur or an old one. 1 seek 
to be both jointly. I may also say, 
Indiraji, that, with a view to making 
things easier for you, 1 have decided to 
offer directorships in my companies to 
all those whom you may want to ease 
out of the Council of Ministers. 

Mr K,K. Shah: 1 do not like all this 
talk about ministers being eased 
out. I am afraid that decisions' in this 
matter are apt to be taken in a hurry 
and that too without sufficient data. 
Fortunately for me, the census figure 
are out and they show what a success¬ 
ful leader I have been of the family plan¬ 
ning programme. I grant that my 
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critics are alleging that the fact that the 
census tally of population is lagging be¬ 
hind projections must cast a cloud on 
my performance as Minister for Health. 
But is not popuiation control the num¬ 
ber one national priority? I for one 
would be content to salute the memory 
of those who would serve the cause by 
dying and would consider it to be with¬ 
out merit to strive to thwart them in 
their patriotic purpose. 

Mr Dioesh Singh: I have always admi¬ 
red your capacity, Mr Shah, for saving 
your skin by quibbling. I wish 1 were 
half as clever as you. 

Mrs Gandhi: This discussion is be¬ 
coming too personal. 1 am afraid [ 
must leave now. 


IGADA in Almora 


THE EDITOR 


Although ' bravk attempts arc made 
from time to time by authorities or 
observers, more or less reputable, to 
forecast the course of our national 
economy over a period, it still remains 
true that even strictly short-term esti¬ 
mates are apt to be useful only to the 
extent that they are borne out by the 
fortunes of agriculture from one mon¬ 
soon to the next. This is for the reason 
that, while farming remains the domi¬ 
nant economic activity in the country, 
the green revolution, on which our hopes 
of steady, substantial and relatively 
swift agricultural growth are pinned, 
is still far from liaving become a truly 
national movement. It is even possible 
to say that the green revolution has 
so far been so limited in its geographical 
coverage that it has hardly been able 
to influence in a fundamental way the 
national aggregates of production 
or investment in the agricultural sector. 

The local or at best the regional na¬ 
ture of the green revolution becomes all 
the more apparent when it is seen how 
little has happened or is happening to 
change the quality or pace of farming 
in those parts of the land which are ill- 
placed with regard to natural resources 
or are socially backward and economi¬ 
cally poor. Quite clearly a great deal 
has to be done before the alphabet of 
the green revolution becomes the living 
language of rural communities in such 
areas. 

From this point of view, efforts 
which are directed towards carrying the 
message of the green revolution to these 
under-privileged parts of the country¬ 
side seem to be particularly valuable. 
This country has therefore reason to 
welcome the technical and financial 
assistance offered by certain iriendly 


foreign governments for organising 
comprehensive promotional work in 
some of these areas to which the green 
revolution may otherwise remain a 
traveller's tale. 

Among these governments, that of 
the Federal Republic of Germany 
has been specially active. It has to its 
credit at present three projects, operat¬ 
ing in as many different areas of the 
country, for the purpose of propagating 
modern agricultural or animal hus¬ 
bandry techniques. Mandi in Hima¬ 
chal Pradesh, Almora in Uttar Pradesh 
and the Nilgiris in Tamil Nadu arc thus 
being served and among these pro¬ 
grammes, the Indo-German Agricultural 
Development Project in Almora. 
(IGADA), while being the most recent, 
has perhaps the most challenging assign¬ 
ment to cope with. It is indeed an inte¬ 
resting exercise to observe IGADA at 
work in a context which calls for tlw 
continuou.s adaptation of project atti¬ 
tudes and techniques to local conditions 
and needs. 

IGADA had its origin in the Indo- 
German FAO Fertiliser Project which 
was established in three blocks of 
Almora district in Uttar Pradesh in 
1968 in connection with the Freedom 
from Hunger campaign of the United 
Nations. Under this scheme an effort 
was made to popularise fertilisers in 
that region on a large scale and en¬ 
courage farmers to buy and use them. 
The proceeds from the sale of fertilisers, 
in the form of counterpart funds, re¬ 
present the West German government’s 
financial contribution to IGADA and 
are being employed for the various de¬ 
velopment activities in the hill district 
of Almora under an integrated multi¬ 
purpose programme in which the local 
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authorities are associated with West 
German experts. 

Since the first batch of West German 
experts reached Almora only in Njarch 
1970, IGADA is now only about a year 
old. Much of its work during this period 
has necessarily been of a fact-finding 
nature. The anatomy of agricultural 
backwardness in this region has had 
to be studied in detail and its deficiencies 
and weaknesses identified. A strategy 
has to be drawn for meeting in an or¬ 
ganised manner the particular needs 
thus revealed so that in the course of 
this process there might also emerge 
a more basic as well as a more general 
philosophy for the perspective planning 
of rural development in the region. 

The immediate — and also the most 
significant requirement of this area 
has been recognised to be the popu¬ 
larisation of a proper rotation of crons 
so that the farming communities in the 
district could make better and more 
intensive use of their scarce resources 
of land and thereby attempt to escape 
from the tyranny of subsistence agri¬ 
culture. It has been decided that the 
only way in which a sufficient impact on 
the psychology of the farmers could be 
achieved is to organise '‘whole village 
demonstrations" under which intensive 
crop rotation schemes are put into effect 
over demonsiratk>n units of from 30 to 
JOO acres each. These demonstrations 
arc planned to project a combination 
of improved agricultural practices com¬ 
prising the entire range of soil prepara¬ 
tion, plant protection, application of 
fertilisers, irrigation and use of improv¬ 
ed implements. 

Central Feature 

The central feature of a "whole vil¬ 
lage demonstration” is in its scheme of 
crop rotation with emphasis on cash 
crops. The main crop chosen for this 
purpose is the potato crop which is 
considered to have great potential for 
development in the region once im¬ 
proved varieties resistant to virus and 
blight are bred and successfully propa¬ 
gated on a large scale. This at present 
is one of the main fields of collaboration 
for the West German and Indian ex¬ 
perts in the project. Simultaneously, 
the possibilities of integrating the 
growing of other vegetables, such as 
peas, in this area with markets in 
urban centres in UP and elsewhere are 
also being explored. 

The demands or the possible rewards 
of diversification, however, have not 
been allowed to divert attention away 
from the improvement of the wlieat crop 
which is an important food crop in this 
region. It is recognised that higher 
yields from wheat would remain the 
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core of agricultural progress in the pro¬ 
ject aica. Much of the promotional 
activity with regard to improving^ cul¬ 
tural practices is therefore centred on 
wheat and the emphasis here has been 
on the popularisation of improved strain 
bred particularly at the Pantnagar Agri¬ 
cultural University. 

The hilly regions of Almora district 
have been traditionally poor. Its house¬ 
holds have had to eke out a living by 
supplementing their meagre income 
from land with remittances from their 
menfolk serving in the armed forces or 
engaged in domestic service or other 
avocations in the towns and cities of 
the plains. What would really inspire 
faith and hope in these people therefore 
is an early improvement in their money 
incomes. The cultivation of potatoes 
and vegetables would help here. 
Equally impressive perhaps could be 
the rewards of orchard development, 
which is another important preoccupa¬ 
tion of IGADA. Even in the first year 
of its active functioning, IGADA has 
been able to interest selected progressive 
farmers in building up yields in their 
orchards with a combination of proper 
piuning, use of fertilisers and plant pro¬ 
tection measures. The result has been 
to convert patches of fruit trees of no 
particular worth into highly valuable 
properties which may be expected to 
yield increasing returns in the future. 

Improvement of Livestock 

Similar success is perhaps not to be 
expected equally early in another im¬ 
portant area of this region’s economic 
development, namely, the improvement 
of its livestock. IGADA has started 
implementing a programme of upgrad¬ 
ing local cattle through the artificial 
insemination of cows with the deep 
frozen semen of Brown Swiss bulls 
which is being imported from West 
Germany. This strain has been found 
to be particularly suitable for the cross¬ 
breeding of hill cattle. The main arti- 
iicial insemination centre at Almora is 
being fully equipped on modern lines 
and is the headquaitcrs of a network 
of sub centres which are being organis¬ 
ed not only to undertake artificial in¬ 
semination but also to carry out anti- 
sterility treatment of cows with a view 
to increasing the number of breedable 
animals. As the artificial insemination 
programme develops, it may be found 
to be more economical to import a 
certain number of Brown Swiss bulls 
and'lhemby start extract ion, processing 
and storage of deep frozen semen in 
Almora itself for distribution not only 
in the district but also outside. 

The artificial insemination project 
may now boast of a batch of six cross¬ 
bred calves. The demonstralional effect 
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of this achievement has been consider¬ 
able where the scepticism or prejudices 
of local peasants are concerned. The 
chief problem here however may not be 
the attitude of the people which can no 
doubt be successfully influenced. The 
issue is whether enough fodder can be 
economically grown in the region so that 
farmers are able to improve the feeding 
of their cross-bred cattle to the nutri¬ 
tional standards which are necessary 
if valuable breeding work is not to go 
to waste. 

Poor Availability of Fodder 

As it is, the availability of fodder or 
other cattle feed is very poor indeed 
in this region at present and the only 
way of improving the situation is to 
develop grazing on the hill slopes, 
where, due to poor soil condition and 
lack of irrigation, pastures are lean and 
the vegetation lacking in nutrients. 
IGADA realises that animal husbandry 
in the region could be established as a 
remunerative occupation only if a 
breakthrough is achieved in the selection 
and establishment of fodder grass 
which could grow reasonably well on 
hill slopes. An enthusiastic beginning 
has been made in fodder development 
along these lines but this is a programme 
which can succeed only as part of a 
larger strategy for the proper conserva¬ 
tion of the area under forests and the 
soil of the slopes, a good part of which 
has suffered from erosion. 

Programmes of this kind arc only as 
good as the men who happen to be 
available for running it. In this respect, 
IGADA has been more fortunate than 
most projects of this kind. In its pro¬ 
ject leader. Dr U.C. Calaminus, IGADA 
has a chief with abundant enthusiasm 
and rare understanding. Dr Calami- 
nus has come to Almora with vast ex¬ 
perience of similar development work 
in other parts of the world. The other 
West German experts, who arc his 
colleagues in the project, also have a 
similar background even if some of 
them are quite young. 

On the Indian side, the District Ma¬ 
gistrate, Mr A.P. Varma, who is the 
top executive officer associated with the 
project on behalf of the Government 
of Utiar Pradesh, is a young IAS official 
with the right intellectual attitudes to¬ 
wards the complexities of the project 
and proper emotional responses to the 
opportunities thrown up by it. Mr 
Calaminiis and Mr Varma, between 
them, seem to have developed a work¬ 
ing relationship which has cut off much 
of the red tape that normally goes with 
government-sponsored programmes. 
Another asset to the leadership at 
IGADA is MrT.C. Pandey, the Project 
Officer who is also the Additional 
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District Magistrate. Mr Pandey ha^ 
not only studied Agriculture, but also 
understands farming and farmers. ■ He 
has the further advantage of hailing 
from Almora itself. 

Broadly speaking, most of the rest 
of the Indian personnel associated 
with the project also seem to have been 
selected with an eye to their suitability 
and c^apacity for personal involvement 
in the ideals of the project. All the same, 
there are bound to be problems at the 
level of human relations. Some of the 
West German experts may strike their 
Indian counterparts as being too im¬ 
patient or unduly assertive, while the 
latter, in their turn, may have given 
the impression of being slow-moving 
or conservative. In a project which is 
only about a year old, the existence of 
such disharmonies is not surprising. 
While there is no point in making too 
much of this problem, it must be said 
definitely that there should be constant 
endeavour on both sides to achieve bet¬ 
ter co-ordination of mental approaches. 
Here it is an advantage that the West 
German experts at IGADA are expected 
to serve at least full three-year terms and 
a point that must be noted in their fa¬ 
vour is that most of them have chosen 
not to leave Almora even for short 
holidays during the first twelve months 
or more of their induction into the pro¬ 
ject. 

Quality of Bureaucracy 

As may be expected, the enthusiasm, 
efficiency and productivity of the men 
on the spot are determined to a very 
considerable extent by the quality and 
responsiveness of the bureaucracy at 
the headquarters, IGADA has perhaps 
not much to complain of in this respiect, 
when Lucknow and New Delhi on this 
side or Bonn on the other are concerned. 
Nevertheless, the prospects for the pro¬ 
ject will be greatly improved if there 
is Jess burcauen^tic inertia in Lucknow 
or for that matter Bonn. On the West 
German side, more flexible financial 
arrangements and on the Indian side, 
the vesting of more discretion in the 
Indian o^cials on the spot would help. 
Among the complaints heard at IGADA 
is the grievance that too much time and 
energy are apt to be wasted in clearing 
consignments of imported equipment at 
the Bombay port or even at the airport 
in Delhi. It is worth investigating whe¬ 
ther customs procedures cannot be 
simplified to the advantage of 
projects such as IGADA. 

Ultimately, what IGADA succeeds, 
in doing or fails to do would be a func¬ 
tion of the capacity of the village com¬ 
munities it seeks to serve to learn new 
lessons in co-operative endeavour. 
The agrarian structure in the Kumaon 
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is siw^ small and Ileagtnantad 
lioldings must be accepted asgf 
facts of peasant life and hvelihCod. It 
follows that intensive cnltivatiop on a 
co-operative basis is a socia! and econo¬ 
mic necessity. The merit of lOADA 
is that it has not only made a virtue of 
this necessity but has aroused great 
enthusiasm in the people of the region 
for the practice of this virtue. 


The active participation of women in 
farming or other developmental activi¬ 
ties has also increased, partly as a result 
of relaxation of governmental rules for 
the granting of loans. Wives have been 
enabled to avail themselves of these 
credit facilities in the absence of their 
husbands who may be serving in the 
Oelbnce forces or may be employed in 
the plains. An arresting feature of vil¬ 
lage lifb in the pro^ area today is the 
high quality of leadership that has emer¬ 
ged in rural communities. The pra- 
■Oians are often men who can convinc¬ 
ingly speak the lai^piage of economic 
progress through initiative and hard 
work in their diallogues or dis- 
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cussiom 'mth sophistioaitod visitors 
firom the cities. In fact it would be true 
to say that, apart from thd tangible 
improvements in which 

lOADAis attempting or has achieved, 
its greatest service to the people of Al- 
mora has been its contribution to their 
iqtellectual and emotional awakening. 
TThe people of this hilly region Imve 
been enabled, in a diamatic fashion, 
to enter the waters of a larger experi. 
ence of kinship not only with the rest of 
India but also with a friendly nation 
across the seas. To the extent these men, 
women and children have been made 
aware of the practical interest that the 
outside world is taking in their problems 
of poverty or progress, they have grown 
in self-confidence and a passion to make 
good. The green revolution to them is 
no longer remote political talk, but a 
matter of personal involvement. The 
service that projects such as IGADA 
may render by dotting the ‘i’s and cross¬ 
ing the ‘t’softhe nation's agricultural 
efforts is thus evident. Their value in 
filling gaps in our broad, national pro¬ 
grammes of agricultural growth or rural 
progress is difficult to over estimate. 


Credit Squeeze in Retrospect 

SAGITTARIUS 


With the current busy season nearing 
its end, money market observers may 
well ask whether the credit policy for an 
obviously tantalising situation was 
properly conceived and whether with a 
better understanding of the issues in¬ 
volved, the unprecedented squwze 
could not have been avoided. When 
the policy for the current season was 
announced by the Reserve Bank early 
in November last, it was somehow felt 
that with strict control over advances 
against raw cotton and sugar and rest¬ 
ricted rcfiuancc facilities, unnecessary 
growth in credit could be prevented 
and any situation that might develop 
during the peak of the season easily 
managed. The calculations in this 
regard have, however, gone seriously 
wrong and it became necessary early 
in January to raise the bank rate by 
one per cent and effect also correspond¬ 
ing adjustments in lending rates* Hea¬ 
vier-^margins in respect of advances 
against raw cotton and cloth were also 
subsequently imposed, besides a re¬ 
duction in limits available for cotton 
fabrics. All the time no serious thought 
was given to the difficulties experienced 
by sugar mills and the problem of 
financing accumulated sugar stocks and 
effecting payments to cane jprowers 
was proving to be intractable 

U was obvious to any expeft Was 
cartfuliy studying tlic oevelopincnts 


in the money market that with the im¬ 
mobilisation of overRs 100 crores in 
procured foodgrains at the start of the 
busy season and borrowings of sche¬ 
duled commercial banks even then at 
around Rs 150 crores, it would be neces¬ 
sary for the banking system to rely 
heavily on the refinance facilities pro¬ 
vided by the Reserve Bank. Apart from 
the already over-extended position 
of banks, high prices and the prospect 
of another good sugar output were 
bound to be reflected in a big increase in 
advances in the busy season. The mone¬ 
tary authorities, however, brushed aside 
these realities and thought like King 
Canute that they could prevent an un¬ 
due rise in short-term rates merely by 
issuing fiats. 

The actual developments came 
about in an awkward manner and 
by March 19, 1971 , borrowings of sche¬ 
duled commercial banks rose to the 
unprecedented level of Rs 443 crores, 
in spite of the need to pay heavy penal 
rates and discouragement by the Rc«» 
serve Bank. There was a virtual freezing 
of fresh credits and advances rose only 
with the utilisation of existing limits. 
In some cases, of course loans had 
to be m'anted for meeting tax payments 
and other compelling conunitments, 
with the result that betwesen October 30, 
1970 and April 9, 1971, advances 
by only Rs 494 crores. against Rs 


523 crores corresponding period 
in 1969-70. Tib sitiiatidn would have 
been more complicated but for the 
gratifying growth in deposits of Rs 
382 crores in the same period, against 
Rs 294 crores. 

Even with the smaller expansion of 
credit, many banks had to borrow 
from the central banking institution 
at a penal rate exceeding 18 per cent. 
Eventually, the Reserve Bank decided 
that there would be a ceiling of 15 
per cent for penal rates, thougn it was 
enjoined by it that where borrowings 
had to be theoretically effected at a high¬ 
er rate, the situation must be corrected 
as quickly as possible. It is not yet clear 
what exactly was the impact of an un¬ 
imaginative credit policy on the market¬ 
ing of cash crops and on the main¬ 
tenance of industrial production at the 
desired levels, but it can be definitely 
stated that the textile units suffered 
great hardship and sugar mills had to 
default seriously in regard to payments 
to cane-growers even after borrowing 
heavily from the public at usurious rates. 

Needless Difficulties 

Only after the middle of March, 
when the peak of the busy season had 
been passed, it was suddenly realised 
that the sugar mills were put to needless 
difliculties and because of a higher 
level of stocks at the beginning of crush¬ 
ing season, the industry should be allow¬ 
ed to increase its borrowing at least to 
the extent of the increase in the previ¬ 
ous season. This procedure could have 
been adopted much earlier with suitable 
refinance facilities. In that event, there 
would have been no need for an outlay 
against mounting arrears of payments 
to cane-growers. Sugar mills could 
have been easily told that the additional 
limits would not be available fully after 
May and they should be reduced gra¬ 
dually to the old level by the end of 
September. This stipulation can be 
fumlled as sugar stocks are bound to 
decline to more or less the level that 
prevailed at the end of September last 
year, with the virtual end of the crush¬ 
ing season in May* 

The Reserve Bank is perhaps now 
feeling that a needlessly rigorous policy 
had been adopted and if the adjust¬ 
ments effected in recent weeks had been 
adopted a little earlier, artificially high 
short-term rates could have been avoid¬ 
ed and borrowers in industry and trade 
provided their legitimate needs at 
reasonable interest rates. The govern¬ 
ment and the Reserve Bank arc culp¬ 
able, as coinciding almost with the start 
of the current busy season, central go¬ 
vernment deposits have been rising 
steadily. With the tax payments effected 
early in December and various other ad¬ 
justments later, central government de- 
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The Southern Sugar Mills 
make 9 lakh tonnes of Sugar 
annually — about 22% of the 
country's production — worth 
about Rs. 120 crores. 

On this, the Central 
Government gets about Rs. 36 
crores in Excise levies; and 
the State Governments get 
about Rs. 8 crores in Cane 
Cess, Purchase Tax, etc. 

And the Sugar Mills? 

Last year alone they LOST 
over Rs. 6 croresi 

The cost of Sugar-making 
in the country varies from 
Rs. 114 to Rs. 156 per bag. 

If the cost of sugarcane 
(nearly 70% of the total) is 
equaiisedi^such disparities 
will not arise. 

INDUSTRY OF, BY A FOR 
THE PEOPLE 

The Southern Sugar Industry is not in 
the hands of a few capitalists. It is 
virtually owned by tens of thousands 
of farmers and rural investors of middle 
& lower classes. 

Who depends on it? About 3.00,000 
sugarcane growers — to whom the 
industry pays Rs. 80 crores annually. 
And over 45,000 workers — whose 
annual wage bill is over Rs. 9 crores. 


The Industry fbumens eaitfr-irewnrs 
tHroaili loans and also ihwt badk 
kipiits, frao 

taeimtaal advioo oT experts, seiaeted 
sert-setts, transport facllltins. road 
malatonanei, etc. 

For eontlnnad cordiality of rdattonshlp, 
and boeause most faetories are In 
undeveloiied areas, the Industry 
extends every ooncelvabte amenity to 
its workm - heusint sanlutlon, 
canteens, fair price shops, dispensaries, 
hospitals, speoial medical camps, child 
welfare onatres, recreation, ehtldran’s 
oducatten - all for the werkers* 
welfare. 

Though seasonal and agro-based, the 
industry has always risen to the goals 
of socio-economic justice, through 
maximum production and employment. 
Yet the industry is suffering. Will the 
Government realise and redress our 
plight? So far, our appeals have not 
been heeded. 

BITTER FACTS ABOUT SU6AR 

In Southern States, we are now losing 
over Rs. 11 per bag of Sugar on an 
average. Mere are some reasons; 

• Recovery of Sugar from cane rs low 
in the South; in Tamil Nadu as low as 
7.9%, or 79 kg. of Sugar per tonne of 
cane — against 9Ay^, or 94 kg. of Sugar 
per tonne of cane, assumed by Govern- 
ment for fixing cane prices. Controlled 
Sugar price is also based on this very 
assumption. 

• The Government’s release orders are 
not equitable. Maharashtra, for example, 
produces 10 lakh tonnes of Sugar a 
year —• I.e. more than all Southern States 
put together — but today holds no 
slocks of last year’s production, and 
has sold over 1,00,000 tonnes of this 
year's production. On the other hand, 
we still hold roughly 157© last year’s 
production and also the entire current 
year's production (over 6 lakh tonnes 
valued at Rs.SOcrores). We suffer most 
m stock accumulation and unlifted 
aiiotments. 

• Excise rates have skyrocketed — up 
to 1,400% since the first imposition. 

• Last year alone, the Excise rise was 
63% on free-market Sugar, and now 
'free' Sugar is selling at less than the 
controlled price. 

• In 1965, the Sugar Enquiry Commis¬ 
sion recommended, that a buffer stock 
be built up. In 1969, the Tariff Commis¬ 
sion endorsed this. The Government 
has not acted on this. Result? We pay 
crores of rupees in interest & service 
charges on stocks. That is why we are 
in unprecedented arrears to 
cane-growers. 


RESULT? 

We are facing a crisis. If this 
continues, the Milts may have 
to close down or curtail cru¬ 
shing. 

WHO WILL SUFFER? 

Nearly 3 lakh cane growers. 
And also over 45,000 workers. 

WHAT'S THE REMEDY? 

In the interests of national 
economy, cane growers, 
workers, and the public, the 
GOVERNMENT SHOULD 

• BINLO UF BUFFEn ST9CKS 

• BEMOVE OISCmMimTOIIV EXCISE 
LEVY ON 'FIIEE’ SUGM 

• BEOUCE CANE CEBS/FURCHASE TAX 

• Um MINIMUM CANE FRICES WITH 
RECOVERY OF 8.5% AND BELOW. 
WITH SUITAHE FREMIUM FOR 
HIGHER RECOVERY 

Will the Government act — 
before it's too late? 


• The Government has not fully heeded 
Tariff Commission recommendations in 
fixing Sugar price. It has also ignored 
the Reserve Bank of India evaluation 
in 1967, showing poorest earnings of 
all by Sugar Industry. The condition is 
worse today. The implementation of the 
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posiU have risen from Rs 52.05 crores 
on December 4, 1970, to the peak level 
of Rs 400.47 crores on March 12, 
1971. The immobilisation of such a 
large amount was rerponsible for the 
heightening of the credit squeeze and 
borrowings of scheduled commercial 
banks touching the peak level of Rs 
443 crores on March 19, as stated above. 

It was clear even in January this 
year that the cash balances of the central 
government were accumulating at a fast 
rate, in spite of a higher level of non- 
expenditure, and the liability of the 
Food Corporation of India to the bank¬ 
ing system in respect of procured food- 
grains could have been taken over at 
least to the extent of Rs 100 crores. 
Payments against outstanding bills 
also could have been made earlier than 
usual, while the Reserve Bank should 
have issued directives to banks to grant 
additional limits to sugar mills which 
were accumulating stocks. 

However, these adjustments have 
been effected only after March 19. The 
borrowings of scheduled commercial 
banks have declined by over Rs 172 
crores from the peak level to Rs 270 
crores on April 9 and the inter-bank 
call rate in Bombay has dropped sharply 
to 7i per cent from J1 per cent. Central 
government deposits have declined 
only slightly to Rs 352 crores from Rs 
400 crores in four weeks even with a 
decline in borrowings of the State 
Bank of India by Rs 116 crores in the 
fortnight ended April 2, 1971. There 
might have been a further drop in 
borrowings of this bank subsequently 
as borrowings of all scheduled banks 
dropped by nearly Rs 86 crores in the 
week ended April 9, 1971. 

Repayment by State 

It may be said that the high level of 
central government deposits, even after 
effecting year-end disbursements and 
taking over some portion of the liability 
of the Food Corporation of India, was 
due torepayments from state govern¬ 
ments, which have resulted only in an 
increase in the overdrafts of the latter 
and higher cash balances of the former. 
However, even allowing for the growth 
in overdrafts of stale governments, 
the ways and means position of the 
central government was still comfort¬ 
able and procurement purchases could 
have been financed out of these re¬ 
sources albeit temporarily. 

SVilh the adjustments carried out 
recently, the abhormalcy in the money 
market has disappeared to a great extent 
and there is confidence now that pro¬ 
curement operations in May-Junc can 
be financed without much difficulty and 
slack season trends may assert them¬ 
selves after July, The rvailabiiity of 
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refinance to the extent of 75 per cent 
relating to the incrcasic in procure- 
ment credit over the base period should 
be helpful, while sugar stocks will tend 
to decline after May. It would be incor¬ 
rect, however, to expect that the situa¬ 
tion v’i! 1 get completely correct after July 
and banlq would be able to reduce their 
borrowings from the central banking 
institution to reasonable levels. If 
there is an increase in lending to 
small borrowers in the priority sectors 
and procured foodgrains do not move 
into consuljipiioii on the antici¬ 
pated scale during the lean months 
between July and November, there 
may not be a significant contrac¬ 
tion in advances during the slack season 
and borrowings o^in be reduced only 
with fresh additions to deposits. As 
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the central and state governments wilt 
be issuing their new loans in July* 
September, the pressure on the banking 
system will be relieved only if the Re*^ 
serve Bank takes note of the immobili¬ 
sation of funds in procured foodgains 
and effects appropriate adjustments. 
A liberal refinance policy will nave to be 
followed at least till the middle of 1973 
as only by then the adjustment to the 
new situation would have been com^ 
pleted. It will be idle to expect that the 
growth in advances can be arrested 
merely by a jacking up of lending rates 
when there is additional pressure on the 
banking system on account of procure¬ 
ment operations and the grant of loans 
to small borrowers in the priority sec¬ 
tors and a higher liquidity ratio. 


Prospects of Freight Containers 

PRaVEEN SINGH 


When Tifi Indian Railways introduced 
a regular freight container service on 
Bombay-Ahmedabad route towards the 
end of 1966, a major aim was to pro¬ 
vide to the trade and industry an 
efficient and fast door-to-door transport 
service which combined the good points 
of rail and road transport. Under the 
service, the railways lift the commodities 
I’rom the premises of the customers in 
containers supplied by railways and 
loaded and sealed/lockcd by the con¬ 
signors themselves, transport them on 
railways own special road vehicles to 
the railhead where the containers are 
mechanically transferred to specially 
designed rail wagons and anchored 
thereon. These special wagons are 
hauled by fast express goods trains. At 
the destination, the containers are 
again transferred mechanically by 
the railways from the special wagons 
to railways special road units and taken 
to the godowns of the consignees who 
unload the containers with their own 
laboui and take delivery of the goods. 

The freight charges are composit and 
cover the total haulage over rail and 
road from godown to godown. The 
charges are further quoted to each indi¬ 
vidual party after mutual discussion. 
The service was welcomed by trade and 
industry and the increasing demand for 
the service led to its extension to seven 
more routes — Bombay-New Delhi, 
Madras-Bangalore, Madras-Bombay, 
New Delhi-Calcuitu (Howrah), Bombay 
(Wadi Bimdcr)-Secundcrabad, Bombay, 
(Wadi Bunder)-Bangalore, and Cal¬ 
cutta (Shalimar)- Madras. service 
is expected to be shortly introduced bet¬ 
ween Calcutta (Shalimar) and Bombay 
(Wadi Bunder). 

The figures gi\eii in the table along¬ 


side indicate the growing popularity of 
the service: 

It may be worthwhile to clarify, 
brie.fly, what a freight container is. It is 
an article of transport equipment which 
is of a permanent character and accord¬ 
ingly strong enough to be suitable for 
repealed use. It is specially designed 
to facilitate the carnage of goods by 
one or more modes (rail, road, sea and 
even air) of transport without inter¬ 
mediate handling of goods. It is fitted 
with devices which permit its speedy 
handling, particularly its transfer from 
one mode of transport to another. It 
is so designed as to be easy to load and 
unload. It has an internal volume of one 
cubic metre or more. The general-pur¬ 
pose freight containers which are in 
use in our country have internal length 
of 7 ft. 11 in. (2430 mm), width 5 ft. 10 
in. (1800 mm), height 6 ft. 81 in. (2045 
mm), volume nine cubic metre and pay¬ 
load capacity five tonnes. These can 
move both on broad gauge and metre 
gauge sections of railways and also on 
road vehicles in the cities. 

What arc the features that may 
characterise the development of con¬ 
tainerised transport in the future? 


Year No. of containers 

loaded 


1966-67 

1,864 

1967-68 

3,540 

1968-69 

9,306 

1969-70 

20,484 

1970-71 

15,991 

(Upto Nov.; 
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I,opking to the experience of advanced 
oodhtries in Europe and of USA and 
Japan, developing industries and de> 
vetoping contains transport are likely 
to act and react on each other. Also 
the container movement, at present con¬ 
ned almost solely to inland transport 
in our country, will have to extend 
to overseas transport, if the export 
and import industries are to main¬ 
tain their position in the interna¬ 
tional markets. The pace of overseas 
container movements in the west has 
been tremendous; in Asia, Japan has 
already programmed massive capital 
investments to keep abreast of this re¬ 
volutionary transport development. 

Another feature of container develop¬ 
ment could be that containers will tend 
to move (more and more) in train loads 
— this will be brought about by inte¬ 
rests of both, the transporter (railways) 
and the industry. 

Increasing cdst of Labour 

Some of the trends that are likely to 
feature in the development of trade 
and industry are the increasing cost 
of labour, increasing competition 
(with its attendant effect on profits) 
and increasing volume of trade 
and production. Increased production 
would involve automation along with 
attendant heavy capital investments. All 
this would contribute to the element 
of unit cost of transport playing an 
increasingly important role in the distri¬ 
bution plans of the industry, specially 
the manufacturing industries. What role 
wiil transport play in this? It would be 
obvious that if transport is to suit the 
requirement of reduced unit cost of 
transport, the transport industry would 
have to orient its operation towards 
that end. It can provide cheaper unit 
costs of transport only if the unit of 
transport is standardised, is capable of 
looking after the movement from go- 
down to godown (thus cutting down 
intermediate handling with attendant 
costs) and the standarised unit is pro¬ 
duced and availed of in large volumes. 
The volume aspect would be important 
for reduced unit cost of transport. Pro¬ 
viding standarised unit of transport in 
large volume will involve heavy capital 
investments. And for the fullest utilisa¬ 
tion of the capital investments and 
assets created, it would be necessary to 
have a large volume of transport. 

Containers have provided the stan¬ 
dardised unit of transport. Economies 
and efficiency are likely to require 
the container to move in train loads 
between selected points. This develop¬ 
ment has already taken place in ad¬ 
vanced countries like the UK, Japan 
and in Europe and north America. The 
gains which have led the trade and in- 
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dustry in these countries to make possi¬ 
ble unit train movements are also likely 
to brinji'about a similar development in 
our country. This is because over long 
distances a container unit train move¬ 
ment would be the cheapest mode of 
transport. The existing mode of general 
goods transport is such that the Cargo is 
non-standard, has large number of small 
units requiring individual handling, its 
varying sizes and shapes impede me¬ 
chanisation and a large labour force is 
required which is poorly utilised. The 
containers would cut these down. It 
may be mentioned that containers are 
suitable for pallet loading and to that 
extent substantial savings through 
mechanised handling of goods in the go- 
downs at the booking and terminating 
points could be possible for those who 
would like to avail of it. Ultimately, 
the containers could be loaded right 
near the assembly lines and moved in 
train loads to .schedule, cutting down 
terminal and labour costs, inventories 
and transport costs. 

It may be asked why the containers 
should move between the major speci¬ 
fied stations by trains and not by road. 
Here, it may be worthwhile to draw 
lessons from the experience of a country 
like the United Kingdom. It has been 
found that the cost of road transport 
is less sensitive to the development of 
high volume container transport than 
of railways. Road haulage is not likely to 
be able to take that much advantage of 
economy of scale as a unit train—there 
are practical limits to the size of vehi¬ 
cles that can be used on the roads due 
to safety and other considerations and 
these limitations in size restrict pro¬ 
ductivity of both labour and capital. 
Also road would be more labour-inten¬ 
sive— one truck crew, one road unit. 
In the UK, it has been estimated that 
for all journeys over 100 miles, unit 
trains provide the lowest cost mode of 
inland transport. Therefore, in our 
country the optimum arrangement 
would be for road transport to perform 
the terminal operations for which it is 
so well suited and for the railways to 
perform the high volume long hauls bet¬ 
ween specified main terminals. 

Repercussion on Distribution 

The above will have repercussions on 
the distribution arrangements of the 
trade and industry as they will have to 
make adjustments to suit the new trans¬ 
port arrangements with emphasis on 
volume. There may be initial reluctance. 
Change from established procedures, 
particularly if vested interests are in¬ 
volved, present difficulties. However, 
distribution costs constitute a substan¬ 
tial portion of the on-shelf cost of pro¬ 
ducts and it may not be prudent for 
trade and industry to ignore the bene- 
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fits of reduced uqit cost of transport. 
The advantages that the industry can 
get on account of savings on insurance, 
packaging, transit time, lesser inoiiknce 
of claims, etc., will have to be kmt in 
view. It is gratifying to note that lead¬ 
ing and well-known companies of the 
country have been quick to note the ad¬ 
vantages of the service because they 
arc mainly responsible for the promising 
start the container services have had. 

The other transport users may not be 
wise in lagging behind. It has to be re¬ 
membered that the containers that would 
come to ply in course of time would 
be not only the current simple box type 
containers, but a variety of containers 
each tailored to meet the requirement 
of individual customers. There are open 
containers, tank containers, bulk con¬ 
tainers, refrigerated containers and 
other special containers which can meet 
the various transport requirements of 
the industries. 

Complete Service 

The trade and industry is likely to 
want more and more a complete goods 
transport service which would include 
the execution of all kinds of ancillary 
operations—complete responsibility for 
even storage, distribution and keeping 
of accounts, etc. With this in view, the 
railways have already introduced the 
freight forwarder services. If the trade 
and industry co-operate and help in 
making the freight forwarder services 
a paying proposition, these could 
be developed to provide a complete 
transport to the trade and industry. 

So far the railways have taken the 
lead in providing the containers. In 
advanced countries of the world, the 
trade and industry own or hire on lease 
containers on a substantial scale. It 
may be worthwhile for our trade and 
industry to also think on these lines. An 
important factor that they would liavc 
to keep in view is that if other parties 
are going to provide or lease containers 
to the trade and industry, those parties 
would naturally be making allowance for 
their margins of profit and for conditions 
when utilisation of containers is not 
optimum. 

It may be of interest to note that in 
Britain, which it is claimed has one of 
the most sophisticated rail container 
operations in the world, the “Freight 
liners” (container unit trains) carried 
27,000 containers in 1966. In 1969 the 
figure was 3,97,000. It is estimated that 
the number would go to 500,000 by the 
end of 1970. The inland terminal net¬ 
work of the German Federal Railways 
handled 34,985 containers in 1969 — 
an increase of about 150 per cent over 
the figures of 1968. The Japanese Na- 
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tional Railways have 25,000 containers 
for inland door-to-door services. Their 
containers have a pay load of five tonnes 
which is the same as the payload of con¬ 
tainers in our country. These iigtires 
are pointers to the potential of container 
services for countries with developing 
transport and developing economies. 

The container service is a capital- 
intensive service. The special rail wa¬ 
gons, containers, road units, container 
handling equipment and container ter¬ 
minals arc all costly. A preliminary 
estimate shows that a proposed full- 


Tm. PRrsr.KT levels of income and pro¬ 
duction in agriculture are very low. The 
scope for increasing production by land, 
labour and limited capital is not much. 
But it can be increased substantially by 
the adoption of improved technology. 
This involves increased use of capital 
in farming. Credit, in addition to 
savings, is an important source 
of meeting the increasing capital 
needs of agriculture. It is impor¬ 
tant for the policy-makers, credit 
institutions and individual farmers to 
know how the credit requirements of 
different sizes of farms increase with 
the technological progress in agricul¬ 
ture. In this article, an attempt has been 
made to estimate the short-term credit 
needs of difl'erent types of farmers at 
different phases of technological de¬ 
velopment in agriculture. 

Homagenous Regions 

The I'nrai of Nainital has been selec¬ 
ted for this study. The district has 
been divided into two homogenous 
agricultural regions on the basis of 
cropping pattern. From each region 
one block was selected at random; 
Rudrapur and Bazpur blocks were 
taken for this purpose. From both 
the blocks farmers were selected 
by the random .sampling technique on 
the oasis of farm sizes. The farms were 
classified as (i) small—covering less 
than U) acres of land, (ii) medium - 
having 10 acres or more but less than 
30 acres of land, and (iii) large- hav- 
itig 30 acres and more of land. 

P'armers included in the sample were 
clitssified into six groups: (i) irrigated 
smill farms, (ii) unirrigated small farms, 
(iii) irrigated medium size farms, (iv) 
iinirrigatcd medium size farm.s, (v) 
irrigated large farms, and (vi) unirriga¬ 
ted large farms. Thus, all the farmers 
were guniped in twelve classes. One 
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fledged container terminal at Bbandup 
to serve the trade and industryiMDf Bom¬ 
bay, which has emerged as h major 
container utilising centre, would cost 
one crore of rupees. Capital invest¬ 
ments of such magnitude can come in 
only if the industry avails of this mode 
of transport in larae volume. The fu¬ 
ture dcJvclopment of this mode of trans¬ 
port would have to be a closely co¬ 
ordinated effort of the railways and the 
trade and industry, wherein the former 
would provide adequate service and the 
latter adequate traffic. The sooner this 
matjrialises, the better it would be. 


representative farm was synthesised for 
each class of farms. 

Three optimum farm plans were pre¬ 
pared for each of the model farm by 
using linear programming techniques 
by specifying each model in four diffe¬ 
rent ways as summarised below : 

Sitaation A--: Present technology 
without borrowing; Optimum farm plans 
were prepared by using present techno¬ 
logy. Cash availability was restricted 
to owned funds only. This situation 
was designed to see whether the farmers 
have their own funds enough to meet 


Size group/Particiilars 


Small 

f Irrigated 
-j Unirrigaled 
(^Average 

Medium 

f Irrigated 
^ Unirrigated 
[Average 

I.iirgc 

(' Irrigated 
^ Unirrigated 

1 Average 

Average 

r Irrigated 
-| Unirrigated 
i. Average 
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the cash expenses for the optimmn plan 
under the existing technology br need 
credit. 

Situation B: Existiag techMiogy witb 
borrowing: Borrowing activity absent 
in situation A was introduced in this 
situation. Other things were similar 
to situation A. The result of this situa¬ 
tion would indicate the amount of 
credit required in addition to their own 
funds, to execute an optimum farm plan 
under the existing technology. 

Situation C: Improved technology 
with borrowing: Current technology in¬ 
cluded in situation B was replaced by 
improved technology. This would indi¬ 
cate the maximum amount of credit 
that can be profitably used under the 
conditions of improved technology. 

Situation D: Improved technology 
with credit: Current tecftology with 
credit has been replaced by improved 
technology with credit to indicate the 
total requirement of credit for the 
adoption of improved technology. 

The linear programming models used 
in this study for estimating the credit 
needs of the farmers can be stated 
s>Tnbo]icalIy. The pre-determined data 
include the technical input-output co¬ 
efficients aij's returns over variable 
costs cj, real activities Xj, and resource 
levels bi. The problem is to determine 


Per acre credit needs Per cent 
in Rs increase 

-- in 

Existing Improved credit 

Technology Technology needs 

due to 
change 
in 

techno- 


logy 

169.77 

87.14 

128.4.1 

456.63 

197.60 

327.11 

168.97 

126.76 

154.66 

147.82 

118.32 

133.70 

460.29 

192.60 

326.44 

211.38 
62.78 
144.]& 

101.83 

50.61 

76.22 

579.47 

105.93 

342.70 

469.05 

109.31 

349.62 

136.47 

85.35 

112.58 

498.79 

165.37 

332.09 

260.07 

93.75 

194.98 
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the activity levels Xf such that 

xn 

X Q Xj «^Maximum 

(jssl. ..m) representing various acti¬ 
vities such as crop enterprises, bor¬ 
rowing of cash, hiring of labour etc. 

m 

S aij Xj<bi 

j-1 

i=e(l. ..n) representing various re¬ 
source restrictions such as land, human 
labour, bullock labour, cash etc. 

bi>0, Xj>0, aij>0 

The production credit needs on diffe¬ 
rent types of farms under different tech¬ 
nological conditions estimated by linear 
programming technique have b^n re¬ 
ported as follows: 

Credit Needs at Existing Technology: 
Fanners need cash for buying annual 
inputs and carrying out various opera¬ 
tions on the farm. A portion of total 
cash needs may be met with their own 
funds and the remaining portion has 
to be borrowed from outside. The 
table on page 762 indicates the 
amount of borrowed funds needed in 
order to execute the most profitable 
farm plan at the existing level of tech¬ 
nology. In Tarai, the credit needs of 
the farmers would be, on an average, 
about Rs 113 per acre. They would vary 
among various farm size groups being 
the highest (Rs 134) on medium size 
farms, followed by small (Rs 128) and 
the lowest on large farms. This is be¬ 
cause per acre cash expenses arc less 
on small farms as most of the labour 
needed on the farm is supplied by family 
members and manure is available 
from farm livestock. Large farmers 
are relatively rich and can meet sub¬ 
stantial part of their cash needs from 
their own savings. Medium fanners 
have to depend more on borrowed funds 
to meet their cash expenses needed to 
execute the best plans. Credit absorp¬ 
tion capacity, as indicated by per acre 
credit needs, is greater on irrigatedfarms 
(R$ 140) than a non-irrigated farms (Rs 
85) in all size groups. 

Credit Needs at Imiiroved Technology: 
As shown in the table, per acre credit 
needs in Tarai are on an average Rs 
332. There is no significant difference 
in per acre credit needs of different size 
of farms as they vary between Rs 326 
to Rs 342 only. Di^erenoes in credit 
needs on irrigated and unirrigaled farms 
is very large as they are about three 
times more (Rs 499) pn irrigated farms 
than on non-irrigatea farms (Rs 165). 
Among irrigated farms, credit needs 
on large farms are slightly higher than 
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small and medium size farms. On 
unirrigated farms, credit needs de¬ 
creased with the increase in farm size. 

Credit Needs at Existing and Improved 
Technology: As the technological dc- 
lopment takes place in agriculture, cre¬ 
dit requirements of the farmers also 
increase. We were interested in finding 
out the extent of increase in credit needs 
of different types of farms as a result of 
introduction of improved technology. 
As indicated in the (able, the per acre 
credit needs would go up by 195 per 
cent in the Tarai as a result of techno¬ 
logical changes in apiculture. This in¬ 
crease would be different in various 
farm size groups, highest — 350 per 
wnt — on large farms, and the least 
in case of medium size farms — 144 
per cent. As regards the extent of 
increase in credit requirements on irri¬ 
gated and non-irrigated farms, the irri¬ 
gated farms would have about three 
times (260 per cent) increase in their 
credit needs than those of non-irriga- 
ted farms (94 per cent). All irrigated 
farms would have different percentage 
increases in their credit varying from 
469 per cent (in the case of large farms) 
to 169 per cent (in case of small farms). 
On non-irrigated farms, the increase in 
credit needs would vary from 63 per 
cent (in case of medium farms) to 127 
per cent (small farms). 

The findings of the study show that 
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the total credit needs per farm both at 
existing technology and improved tech¬ 
nology increased with the increase in 
farm size. The per acre credit needs 
at current technology are the highest on 
medium size farms and the lowest on 
large farms. Whereas in the case of im¬ 
proved technology, it is the highest on 
large farms and about the same on the 
medium and small size farms. 

In order to make use of improved 
technology, the farmers would need on 
an everage two times more credit than 
the credit needed at the current techno¬ 
logy. 

The credit needs of the irrigated 
farms at current technology arc much 
higher than those of non-irrigated farms. 
With the adoption of the improved 
technology, the credit requirements 
would increase on an average about 
two and half times on irrigated farms 
and would almost be doubled on un¬ 
irrigated farms. 

All this reveals that there exists a 
great demand for credit even at the 
current technology. With the techno¬ 
logical development in agriculture the 
credit requirements of all sizes of farms 
are expected to grow. The credit insti¬ 
tutions, therefore, have a great task 
ahead to meet the increasing credit 
needs, of agriculture in order to make 
the full use of advanced technology. 


ECONOMIST 


ELECTION NUMBER 1971 

Though the general election has struck a note of continuity in 
some minor respects with the one that had preceded it, it has reversed 
the trend towards the democratisation of our politics that had emerged 
out of the previous election. This Special Number strikes a balance 
sheet of the results of the general election and surveys the post¬ 
election scene with particular reference to economic prospects 
before the nation. This Number includes a historical account of 
elections since Independence and a section on election statistics. 
Priced at Rs 5 per copy, the Special Number is available without 
extra charge to subscribers on our mailing list. 

On sale with leading booksellers or direct from 

The Managdi, 

EASTERN ECONOMIST LTD, 

UCO Bank Building, 

Parlieunent Street, 

New Delhi'1. 



;CO 2/71 


764 


EASTERN ECONOMIST 


April 30. 1971 


WE WILL ASSIST 
YOU WITH MONEY 



We are all out to help the Self-employed port Operators, Small-Scale Industrialists, 
with ambition and drive. You may be a Make sure that you take advantage of 
Technician or an Artisan, you can count our various Loan Schemes and improve 
upon our financial assistance for starting, your trade or profession. 

Improving or expanding your trade or 

business. We have Loan Assistance Contact the nearest Branch of the Bank 
Schemes for others like Farmers, Trans- for details. 
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WINDOW ON THE WORLD 

Farming in East Europe 

JOSSL.EYN HENNESSY 


LONDON: 

I 

PRODUCTION PATTERN 

NeSv economic plans covering the five 
years to the end of 1975 were 
launched this year in each of the count* 
rics of the cast European communist 
bloc. Common to all of them is the be¬ 
lated recognition that the degree of 
their success must largely depend on 
raising agricultural productivity. If 
East European farming does ^come 
more efficient and produces a depen- 
able export surplus each year, interna¬ 
tional commodity markets, already 
vulnerable because of the scale and un- 
predicatability of east European inter¬ 
vention, could be radically aflecled. 
In addition, the Comecon market for 
industrial goods would expand as fo¬ 
reign exchange formerly spent on im¬ 
ports of farm products became available. 

Although there are many similari¬ 
ties between the agricultural s> stems 
prevailing in the east European count¬ 
ries, there are also striking differences 
and any generalisation for the Comecon 
bloc as a whole is misleading. The 
overall pattern — established in the 
USSR during the 1930s and then im¬ 
posed on Bulgaria, Czechoslovakia, 
East Germany, Hungary, Poland and 
Rumania at varying stages since 1945 
(in Rumania, for example, farms vvere 
‘collectivised' almost immediately; in 
Hungary and East Germany, the sys¬ 
tem was inaugurated between 1959 
and 1961) — is of large-scale state farms 
(where workers are paid a wage by the 
government) and collective enterprises 
(run co-operatively with distribution of 
profits to members). What is amazing 
IS that the minimal acreage of land 
privately owned in each country in the 
bloc accounts for an entirely dispropor¬ 
tionate share of total agricultural out¬ 
put. 

Poland stands in marked contrast to 
the other Comecon states; the imposi¬ 
tion of collectives in J950s created 
such hostility (peasants sent the worst 
of their produce to comply with the 
government’s compulsory delivery regu¬ 
lations and sold the best on the black 
market) that output from these enter¬ 
prises as they came into being was 40 
per cent below production of other 
farms in spite of substantial financial 
support. In addition, because 40 per 
cent of Poland’s assets were destroyed 


in World War H and there was little 
financial help, industry was slow in 
recovering and neither machinery nor 
fertilisers were available for the farm¬ 
ing sector. Total agricultural produc¬ 
tion was therefore in dangerous dec¬ 
line and food supplies were failing to 
keep pace with a rapidly expanding 
population. The crisis induced the 
government to allow the disbandment 
of the collective, and within days of the 
decree, only 2.000 out of 10,500 collec¬ 
tive farms remained. Production there¬ 
after improved steadily as farmers began 
to reinvest and only the eastern part 
of Poland, where the land had already 
been divided into large 3,000 to 8,000- 
acre units under German occupation, 
is still farmed by collective organisations 
or by the state. State farming accounts 
for 15 per cent of Poland's agricul¬ 
tural area, collectives for only one 
per cent, and the size of most farms 
varies from two to 20 acres. 

Private Plots 

The dissolution of the collectives 
was not achieved without a major 
controversy between (a) Poland and (b) 
the USSR and East Germany, but it 
eventually ended when Mr Khruschev, 
in the early 1960s, look the line of 
common sense and endorsed the Polish 
agricultural methods. The Soviet 
Union, together with many of Poland’s 
other Comecon partners, is now beginn¬ 
ing to recognise how right Poland was 
in encouraging production on the small 
plots still allowed to individuals, al¬ 
though, theoretically, private owner¬ 
ship of land is unacceptable under the 
communist system and controversy 
continues over the size allowable. 

In the USSR, personal plots may not 
exceed one acre, and they account for 
only three per cent of all farm land. 
Nevertheless, they constitute the bind¬ 
ing power of the collective system; 
they provide a striking one-third of 
total food supplies (40 per cent of meat, 
70 per cent of eggs) and are important 
in improving standards of Jiving, In 
Bulgaria, personal plots constitute only 
a tenth of arable land but account for 
one-fifth of output, even though it is 
only the least fertile land which may 
be privately cultivated and that, until 
recently, after a farmer had cultivated 
his land for a few years, he was moved 
to another less productive area. 

In contrast, Hungary is beginning to 
encourage private onwership. About 
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seven per cent of the land, which sur¬ 
vived collectivisation because it was 
scattered and unsuitable for large-scale 
farming, is divided into one million pri¬ 
vate plots, mainly gardens, orchards and 
vineyards. Hungary diflcrcntiatcs bet¬ 
ween plots on the periphery of villages* 
which may be bought or leased 
bv anyone, and the "'private garden 
plots”, which are made available only 
to members of co-operative farms as a 
reward for fulfilling their obligations 
towards the co-operative unit. 

n 

WHY HELP PRIVATE FARMERS ? 

The underlying reason for helping 
the small private farmer in cast Europe 
is an acute and recurring shortage of 
meat, livestock products and fruit and 
vegetables, for which private enterprise 
is the main source of supply. 

Throughout Comecon (except for 
Poland) livestock production is the only 
major industry where large-scale public 
enterprise and the diminutive private 
sector arc of comparable importance. 

Ironically, just at the point when 
increasing attention is at last being 
paid to providing for consumer demand 
(output of fruit, vegetables and meat 
will have to be doubled before the 
Soviet Union can reach west European 
or American standards), there has been 
a decline in livestock numbers through¬ 
out most of the communist countr&s. 
Severe weather, resulting in poor har¬ 
vests, has led to a shortage of fodder 
and a subsequent slaughter of animals 
because of difficulties in feeding, and 
supplies of food arc having to be im¬ 
ported from the embarrassing surpluses 
that the capitalist west enjoys. 

Any increase in domestic livestock 
will be determined by the level of the 
grain harvest, the most important crop 
in the Soviet bloc and the most rigidly 
controlled. Although greater autonomy 
lias been allowed to individual farm and 
factory managers in recent years, and 
set delivery targets for many crops have 
been suspended, rigid quotas are still 
maintained for the grain harvest. 

The enormous and far-reaching im¬ 
pact of any failures of this sector of 
east European agriculture is illustrated 
by the collapse of grain production 
which occurred in Russia between 1963 
and 1965 and which compelled the 
country to import, instead of exporting 
some seven million tons of cereal a year. 
The strain on world wheat supplies led 
to rising prices and subsequently in¬ 
creased production in all the major 
exporting countries, including Canada, 
Australia, Argentina and the United 
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States. Politically, this mismanage* 
mcnt in the farming sector led to 
the downfall of Mr Khruschcv and to a 
massive investment in agriculture unflei;, 
the new administration, involving the 
expenditure of some 70,000 million 
roubles over the past five years (a figure 
higher than the total for the previous 
20 years). 

This policy has brought a measure 
of success : since 1965, the harvest has 
averaged 162 million Ions a year com¬ 
pared with 130 million tons in the 
1961-65 period (when the figure planned 
by Mr Khruschcv was 180 million tons 
a year). In 1966, a record crop of 171 
million tons was achieved and it is 
hoped that over the period of the next 
programme, grain output will increase 
by M per cent; by the late 1970s, har¬ 
vests arc planned to average 180 mil¬ 
lion tons a year. However, these tarots 
arc clearly still on the ambitious side. 
Projections of output in the USSR have 
more usually been exhortations rather 
than exercises in realistic assessments. 
Future growth, moreover, cannot result 
from the traditional Russian method 
of increasing output by expanding 
acreage. Although the USSR has a 
greater land area than any other country 
in the world (the cultivated area is well 
over 500 million acres, two-thirds 
greater than in the United Stales), 
a high proportion of the country is 
subject to uncertainties of climate. 
Improvements in fertilising, mechani¬ 
sation and therefore in yields must be 
the basis for increasing production. 
At present, average wheat yields arc 
estimated to be only around two- 
thirds of the level achieved in the 
United States, although in irrigation 
areas in the Ukrain 32 cwt. per 
acre has been harvested, in addition, 
fertiliser input is only 30 per cent of 
the American level, and Russia has 
about a third of the number of 
tractors. 

Pattern of Farm Labour 

Greater cflBcicncy in the use of labour 
would also help to raise productivity. 
The farming sector still depends heavily 
on roaniuU labour and, although at 
peak seasons there is a shortage ol both 
skilled and unskilled labour, farm wor¬ 
kers in general are underemployed and 
productivity low. 

The figures in the table alongside 
(compiled a few years ago) indicate a 
high degree of dependence on farming 
to provide a livelihood for most of the 
population. It will be seen that there is 
an enormous reserve of labour to be 
released when mechanisation is 
expanded. 

The aim under the Mansholt Plan for 
the European Economic Community 
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farming sector has been to reduce the 
percentage employed in agriculture 
to under 10 per cent and to aditcvc a 
ratio of 16-20 hectares per farm worker. 
In the UK 735,(KX) people, less than 
three per cewt of the working popula¬ 
tion, are employed in agriculture and 
the total area farmed is 48 million 
acres. 

Ill 

IN INDIVIDUAL COUNTRIES 
Bulgaria 

Tn Bulgaria, agricultural production 
fell by nine per cent in 1968, instead of 
rising by a tenth as planned, and there 
was only a miminal increase in output 
in 1969. Although adverse weather was 
partly responsible, there is also con¬ 
siderable disruption which has followed 
in the wake of experimental mergers of 
state co-operatives and collective farms 
to form huge units covering every stage 
of food production from the raw material 
to processing and marketing. In the 
major grain growing region, Tolbuhin, 
for example, reorganisation is involving 
the erasure of boundaries between vil¬ 
lages and individual farms and the 
formation of 70 agro-industrial towns in 
place of over 200 villages. The misery 
of uprooted peasants is incalculable. 
Eischwere, collective farms are being 
merged with related industrial enter¬ 
prises to form a unified production 
cycle. In the light of present confusion 
and of Bulgaria’s past record, the pros¬ 
pects look pretty dim. 

Czechoslovakia 

Czechoslovakia has to import a fair¬ 
ly high proportion of its food supplies, 
including two million tons of cereals 
annually. There has been a steady dec¬ 
line in the number of agricultural wor¬ 
kers and, in view of an acute shortage 
of farm machinery, a corresponding fall 
in the acreages planted to crops requir¬ 
ing a high degree of labour. The area 
of sugar-beet and potatoes, for example, 
is now at its lowest for over 30 years. 
Until these shortages of manpower and 
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machinery, became acute, farming was 
generally regarded as a dependably sta¬ 
ble sector of the economy, a favourable 
climate usually secured a satisfactory 
level of output and farmers were left 
to decide their own methods of produc¬ 
tion. Currently, however, food shortajges 
and the weakeness of Czechoslovakia’s 
balance of payments have shown up 
agricultural deficiencies, and the sector 
may well have to be allocated a greater 
share of central investment. 

East Germany 

Although East Germany was largely 
agricultural before the division of Ger¬ 
many, the building up of industry in 
post-war years has made the republic 
one of the most important industrial 
nations in the world. Land was 
not collectivised until there was a strong 
industrial base, but nearly all farms 
outside the state enterprises were 
brought rapidly and successfully into 
a co-operative system in the early 
1960s. Production has become efficient, 
yields are high and there is a large deg¬ 
ree of mechanisation. The principal 
aim over the next few years is to im¬ 
prove soil fertility and to continue in¬ 
creased specialisation. 

Hungary 

In Hungary, a record grain harvest 
in 1969 provided an exportable surplus 
of 600,000 tons of wheat, the first for 
many years. Horticultural output rose 
by about an eighth but only a small in¬ 
crease in production was planned for 
1970, partly because there is a serious 
lack of granaries and of cold storage 
plants for fruit. Although it is hoped tlmt 
horticultural produce will find a secure 
market not only in Comecon but also 
in the capitalist west over the next few 
years, lack of funds seriously hinders 
development. Neither the private plot 
onwers nor the smaller collectives (un¬ 
der 2,000 hectares) have sufficient finan¬ 
cial resources, yields are low (Hungary 
averages 200 quintals of tomatoes per 
acre, half that achieved in Italy) and, 
even though Hungary has valuable 
pontential resources of thermal energy. 


DEPENDANCE ON FARMING FOR LIVELIHOOD 



Numbers 

Total employed in 

population agriculture 
(in million) 

Percentage 
of working 
population 

Cropland 
per farm 
worker (in 
hectares) 

Bulgaria 

8.4 

2.6 

59 

1.8 

Czechoslovakia 

14.0 

1.0 

16 

5.3 

Hungary 

10.2 

1.5 

31 

3.6 

Poland 

->32.7 

6.3 

42 

2.5 

Rumania 

19.1 

6.5 

59 

1.6 

USSR 

242.2 

39.0 

33 

5.3 

USA 

203.2 

4.8 

6 

37.0 
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the diortage of hothouses is serious. 
Holland, for example, has S,300 hec¬ 
tares under glass, while Hungary has 
only dO, nearly the lowest level in 
Europe. Currently, therefore, fresh 
fVegetables are almost totally unavailable 
r^m November to April, although 
Am ong Its other Comecon partners, 
^Rumania (with 650 hectares) and Bul¬ 
garia (600) are able to send large quan¬ 
tities of forced vegetables to the free 
markets of the west. 

As regards livestock, the need for 
government support is illustrated by 
the difficulties experienced when a 
programme for increasing production 
of pork, which accounts for around 
three-quarters of the country's meat 
consumption, was introduced iii 1967. 
Under its auspices, factories have been 
established on collective, co-operative 
and state farms, and several practical 
measures, including an increase in the 
state purchasing price for pork and the 
release of fodder from central reserves, 
were simultaneously introduced. Some 
success was achieved, but it has been 
estimated that approximately 250,000- 
300,000 extra pigs would be raised on 
the private plots if cash for fodder and 
housing covild be made available. 

Poland 

In Poland, investment in industrial 
development has for many years been at 
the expense of farming which remains 
seriously under-mechanised. Horse¬ 
power is still literally the main source 
of power. However, the new programme 
provides for an increase in investment 
by nearly a quarter to 232,000 million 
7lotys; cereal production and cattle 
raising are to receive special attention. 
At present, the bulk of Poland’s output 
of meat (three million tons) comes from 
the country’s 15 million pigs, which 
are fed to a large extent on imported 
feed amounting to some 31 million tons 
a year. The cost to Poland in foreign 
exchange is regarded as a major 
problem. 

SninaBia 

Rumania has one of the most cent¬ 
rally controlled farming systems in 
east Europe. Detailed provisions cover 
the use of land. Contraventions are 
severely fined, but there are few incen¬ 
tives for increasing production. In 
addition, disastrous floods in May dest¬ 
royed a major part of Rumania’s re¬ 
sources and the heavy agricultural 
losses will place an additional burden 
on an already strained farming sector. 
Productivity is low, short-falls in pro¬ 
duction are common and dissatis¬ 
faction is widespread. Although agricul¬ 
ture still contributes a quarter of na¬ 
tional income, it has been neglected in 
recent years and even under the 


new programme its comparative .share 
of investment (20 per cent) amounts to 
only a third of the to^ to be devoted 
to industry. Nevertheless, it is hoped to 
raise output by a third, with most .x- 
penditure directed to promoting live¬ 
stock production. In addition, water 
supplies are to be extend by an addi¬ 
tional 11 million hectares over the 
next five years so that some 21 million 
hectares will be irrigated by 1975. 

Soviet Union 

Farm output in the USSR fell in 
1969 by three per cent compared with a 
hoped for increase of six ^r cent; all 
the principal crops suffered moderate 
to severe losses. The sunfower harvest, 
for example, normally provides an ex¬ 
portable surplus averaging 150,000 
tons a year to western Europe alone and 
earns Russia an income of 35 million 
roubles. In 1969. however, output of 
edible oils was so low that Russian 


produce all but disappeared from world 
trade. 

Development at present is mainly 
concentrated on research into the use 
of cereals and cotton, on the reclama¬ 
tion of land, and on raising output of 
meat and livestock products. Produc¬ 
tion of broiler hens is a new industry 
in the USSR, but it is hoped that over 
the next few years, total production 
will be raised to 150 million birds a 
year. Irrigation is to be extended over 
three million hectares dnd the output 
of fertilisers is to be doubled to 90 
million tons by 1975 and to 150 million 
by 1980. 

Sources and acknowledgements: The 
foregoing summarises an exclusive re¬ 
port in a recent is,sue of Barcaldy's Bank 
Review (54 Lombard St., London EC 
3), but the Bank is responsible neither 
for the emphasis of my summary, nor 
for my comments, based on a variety 
of sources. 


Palliatives^ But No Remedy 


E- B» 
VIENNA: 

Western Europe has recovered quick¬ 
ly from its latest nightmare — another 
of its periodic crises in which astrono¬ 
mically huge sums of money surge 
from one currency into another in the 
course of one day. threatening the value 
of the wealth, big and little, held by 
millions of people in scores of countries. 
The recovery has been quick, helped 
by the healthy pause of a long holiday 
week-end, but the crisis is not over 
and the recovery remains precarious. 

These periodic, deeply alarming 
financial spasms have been occurring 
over the past 10 years. All this 
time — with an earlier history 
of increasing weakness since the 1920s 
and 1930s when the German mark, 
the French franc and then the British 
pound moved from one crisis to an¬ 
other — the world currency system has 
been progressively deteriorating. Not 
even the deep surgery undertaken by 
the British and French governments 
in devaluing their currencies, by the 
Germans in revaluing the mark and 
by the International Monetary Fund 
in creating Special Drawing Rights, 
in returning to a two-tier gold price 
system and in relieving sterling of its 
reserve currency role has eliminated 
the fundamental causes of international 
financial weakness, distrust of curren¬ 
cies and widespread anxiety. 

The clever adjustments made by the 
international bankm at Basle were a 
considerable imjprovement in treating 
a deep fiaaocia! illness on earlier more 
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superficial treatments such as the Roosa 
bonds and half-way arrangements to 
relieve the strain on sterling. But even 
the constructive work done in the later 
sixties did no more than relieve the 
worst symptoms of a fundamental 
world financial disorder. 

Two basic weaknesses of current world 
finance and monetary needs were left 
untouched. There was no attempt to 
correct the malfunctioning of the me¬ 
thods by which major imtolances bet¬ 
ween leading world economies are ad¬ 
justed. Two major defects of the 1944 
Bretton Woods agreement, which crea¬ 
ted the International Monetary Fund 
and the post-war currency system for 
the non-communist countries, were left 
uncorrected. These two defects have 
shown up in international financial 
workings in the last quarter century. 

The first of these defects is what has 
turned out to be the idealistic assump¬ 
tion by Bretton Woods conference that 
governments would revalue or devalue 
their currencies when they have got into 
a “fundamental disequilibrium’’. Go¬ 
vernments, like human beings, refuse 
to acknowledge the full force of ill cir¬ 
cumstances until they hit them in the 
face. Prestige and political reasons 
dissuade governments from acknow¬ 
ledging the arrival of the “moment of 
(financial) truth’’ anything like soon 
enough with the result that re-or de¬ 
valuation is undertaken when a curren¬ 
cy is almost in extremis, with conse¬ 
quential long-term damage to their own 
currencies and to the international finan¬ 
cial system. This weakness has been 
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illustrated so often during the last 
five years in west Europe that govern¬ 
ments may have begun to realii;e the 
unwisdom of hanging on to illusory 
money values too long — but even this 
may be an optimistic assumption and 
would certainly be so if a national 
election were in the offing. 

The second defect of the Bretton 
Woods system, which rules non-commu¬ 
nist international linance, is that it 
provides no adequate mechanism for 
making adjustments to the effective 
parity of its own most important cur¬ 
rency, the US dollar, even if the US 
government itself is willing, or even 
anxious, to make an adjustment. The 
inability of the American dollar to 
adjust itself is disguised — rather mis¬ 
leadingly disguised — by the fact that 
the International Monetary Fund’s arti¬ 
cles permit the dollar to change its legal 
parity in relation to gold. The dollar 
can thus adjust against gold but not 
in relation to any other currency — an 
anomalous position which.affects the 
level of import and export prices bet¬ 
ween the USA and other countries and 
comparative returns on capital trans¬ 
actions and which thus, in turn, affect 
the balance of payments equilibrium. 

Fixation of Parity 

The result of this literally extraordi¬ 
nary fixity of the value of the US 
dollar is that its cflcclivc parity is not 
fixed in Washington but in every other 
capital of IMF member-countries. This 
international dollar-valuc fixing arises 
because the dollar’s parity is the arith¬ 
metical product of the parities against 
the dollar which other governmentsS fix 
for their currencies. Every currency 
now' thinks of itself basically in terms of 
its dollar-value and this, combined 
with governments’ desire to maintain 
their own currencies at a value higher 
than is actually factual, automatically 
overvalues the dollar. For the US 
government to exercise its only right 
under Bretton Woods — changing its 
value against gold — makes no effect 
on its international parity value at all. 
On the other hand, most other count¬ 
ries can only maintain undervalued 
parities against the dollar by absorbing 
into their reserves a volume of US 
dollars roughly equivalent to the Ameri¬ 
can deficit caused by the dollar’s over¬ 
valuation. The choice before the other 
IMF countries is either to accumulate 
dollars or adopt more realistic parities. 

Limitation of IMF currencies to 
this choice and their universal decision 
that accumulating dollars is preferable 
to allowing their currencies to assume 
their true values is the cause of the basic 
tensions in the existing monetary sys¬ 
tem. As long as those tensions exist— 
which means as long as its two causes 
continue — there w'ill be tiiese alarming 
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eruptions from time to time. Reducing 
bank rates, as was attempted recently, 
only encourages a rush on dollars to 
earn Iiigher interest which inevitably 
produces speculation about parity 
changes. 

On the American side, also, political 
prestige affects economic and financial 
considerations. The closer a presiden¬ 
tial election approaches in, the USA 
the more nervous and uncertain the 
world becomes about US trade policy 
and how the dollar supply will behave. 
In next yegr's US presidential election 
the need to get the economy moving 
faster Itas a clear priority over any 
improvement in the American balance 
of payments position for which the 
French, particularly, are clamouring. 
Ail Presidents seeking re-election need 
booming economic conditions and if, 
next year, the US economy is as slug¬ 
gish as it is now, the international ba¬ 
lance of payments position will be made 
still worse by massive imports into 
the United States. 

The USA recently took up its usual 
position that currency flows are short¬ 
term problems because they arc caused 
only by ‘’interest-sensitive” capital; 
for this reason, no change in exchange 
rales would be a reasonable action. 
This view is not shared in Europe 
where the regular meeting of the Bank 
for International Settlements in Basle 
has been considering a plan worked out 
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by the Netherlands Central Bank to 
reduce the supply of Eurodollars (i.e, 
US dollars in Europe) and to force up 
Eurodollar rates, partly by trying to 
persuade the US to raise American 
short-term interest rates and partly by 
the European central banks holding 
more dollars themselves. 

Put in plainest terras, the US go¬ 
vernment knows that it holds a funda¬ 
mental advantage in the International 
monetary game. Its holding of gold re¬ 
serves in Fort Knox is 11,000 million 
dollars which is considered enough to 
prevent a run on US gold by European 
central banks; such a run would wreck 
the whole international monetary sys¬ 
tem. The West Germans would like to 
get back the 500 million dollars’ worth 
of gold they sold to the USA two years 
ago, but their request so far has been 
no more than acknowledged and the 
Germans have been forced to cut their 
bank rate by one per cent to stop the 
dollar inflow. The European dilemma 
that, by increasing their bank rates to 
fight internal inflation they only open 
themselves up to a flDod of dollars, is 
explained by the fact that while the 
Europeans are fighting inflation the 
Americans are interested only in getting 
business moving briskly again. And 
while the US Presidential election re¬ 
mains an event in the future that cont¬ 
rast in purpose will remain and proba¬ 
bly cause some more money alarms, if 
not crises, in Europe, 


More Aid at Less Cost 

HARDEV SINGH 


Mr Paul Gcrin-Lajoie, President of the 
Canadian International Development 
Agency, was in New Delhi recently 
in connection with the signing of two 
agreements with the Government of 
India for Canadian de\cIopment loans 
worth Rs 30 crores. One major loan for 
Rs 28 crores is proposed to be used by 
India for tlie purchase of industrial 
commodities, fertilizers and fertilizer 
materials in Canada during 1971-72. 
This is the tenth commodity and ferti¬ 
lizer loan signed by India W'itli Canada 
since 1967, and is substantially larger 
than those provided in each of the last 
three years. The increase is due to the 
rapid utilization of earlier loans as w'cll 
as increased demand for fertilizers and 
industrial raw' materials. The present 
loan will provide India with funds for 
the purchase of industrial commodities 
such as copper, lead, zinc, nickel, as¬ 
bestos, wood pulp, newsprint, ferro¬ 
alloys. aluminium, synthetfc rubber 
and sulphur and several varieties of 
fertilizers. A significant aspect of these 
loans is the liberal terms and conditions. 
These Joans are repayable in fifty years, 


including a grace period of 10 years, and 
there are no charges on account of inte¬ 
rest, service or commitment. 

Canada has also been supplying in¬ 
dustrial commodities and fertilizers by 
way of grants. In fact, grants for capital 
projects, technical assistance, food, 
fertilizers and industrial commodities 
account for nearly two-thirds of 
the total volume of aid. Up to 
the end of 1970, Canada provided 
Rs 257.3 crores worth of grant 
in the form of food, over Rs 70 
crores in the form of industrial com¬ 
modities, nearly Rs 14 crores in the 
form of fertilizers and more than Rs 
76.3 crores in the form of projects and 
equipment. The only condition which 
applied to most of these grants was the 
establishment of counterpart funds in 
rupees. These funds, totalling around 
Rs 283 crores at the end of September 
1970, were allocated exclusively to de¬ 
velopment in India in consultation with 
the Canadian government. 

It is on account of these liberal 
conditions of assistance that Canada 
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today occupies the second position in 
terms of net assistance received by 
India from developed countries during 
the last few years. The table below high¬ 
lights the fact that repayments to 
Canada during the recent years have 
been exceptionally low at around Rs 18 
crores. The net result has been that debt 
burden of this country during the years 
of development has tended to remain 
low in so far as Canada is concerned. 
Moreover, by its own example, Canada 
as a member of the Aid-India Consor¬ 
tium, supported a move to spread re- 
pa^jment of loans over a long period, 
which was a very meaningful attempt. 

Canada's development assistance, like 
that of many other countries, takes 
the form of its own goods and services. 
When the Canadian Parliament voted 
funds for development assistance, most 
of them were normally earmarked to be 
spent in Canada and the goods and ser¬ 
vices purchased were to be used abroad. 
To ensure that a sufficiently broad range 
of goods was eligible for inclusion in 
the Canadian programme, the current 
practice has been to require that only 
66 per cent of the value of such 
goods be of Canadian origin, while 
the balance might be from other 
countries. 

The second loan worth two crores of 
rupees signed by Mr Gerin-Lajoie 
will permit the Oil and Natural Gas 
Commission to secure equipment and 
know-how from Canada on a continuing 
basis during the remaining years of the 
fourth Plan. The equipment and ma- 
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teriais will be used in the ONGCs oil 
exploration and development pro¬ 
gramme. As an experienced gas and 
oil producer, Canada has technologically 
advanced oil and gas equipment industry 
and is in a position to assist India's 
efforts in this field. This is not for the 
first time that Canada has offered assis¬ 
tance to the ONGC. A loan of Rs 1.4 
crores was provided some time back for 
the purchase of oil well casings. Earlier, 
Canada made an acromagenetic petro¬ 
leum survey over western Rajasthan, 
Uttar Pradesh and Bihar and provided 
equipment for ONOC’s exploration 
programme. 

During the course of a press con¬ 
ference in New Delhi, Mr Gerin-Lajoie 
made a brief reference to the fact that 
Canadian assistance in the coming years 
would also include socially-oriented 
projects to cover such fields as cduca- 


United States 

3632.26 

Canada 

199.96 

United Kingdom 

616.09 

USSR 

674.89 

West Germany 

321.09 

Japan 

262.58 
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tion, health, family planning, transport 
and rural uplift. This shift In emphasis 
appears necessary because C'anadian 
assistance in these fields has been negli¬ 
gible and India needs imaginative assis¬ 
tance and guidance from developed 
countries in these fields too. This how¬ 
ever, docs not mean that Canadian assis¬ 
tance in the past has taken the shape 
mainly of commodity and food supplies. ^ 
In fact, a major portion of Canadian 
assistance has gone into large power 
projects which include the Kundah 
Hydro-Electric Project in Tamil Nadu, 
the Idikki Hydro-Electric Project in 
Kerala, the Bhabha Atomic Research 
Centre, the Rajasthan Atomic Power 
Project and the Arvi Earth Satellite 
Communication Station in Maharasht¬ 
ra. It would, nevertheless, be interesting 
to see the manner in which Canada puts 
into practice the promise held out by 
Mr Gcrin-Lfijoie. 


(Rs crores) 


Less 

Net 

Grants 

Total 

repay¬ 

ments 

loans 

disbursed! 

aid 

305.92 

3326.34 

2267.40 

5593.74 

17.59 

182.37 

314.59 

496.96 

137.98 

478.11 

2.33 

484.44 

268.05 

406.84 

8.29 

415.13 

232.44 

288.65 

6.23 

294.88 

48.01 

214.57 

0.76 

215.33 


♦Explanatory Memorandum of the Budget, 1970-71 
tApril 1, 1951 to March .31, 1968. 


NET ASSISTANCE RECEIVED BY INDIA FROM SELECTED COUNTRIES 


Country Amount 

of loans 
signed* 


AIUUIE 

aPMHTOIIITY 

fWIYOU 


The international Hanover Fair today is the Wono iviarket of 
Industry. It's the only Fair where you can finalise your business 
ON—THE—SPOT. 

Over 6500 firms from all over the world display their latest products 
and ideas in technology...new techniques and programmes 
geared to your industries of tomorrow, 
ixhitiite Incfudt: Mechanical and Electrical Engineering. 
Chemicals and Plastics. Building materials machinery. 

Construction machinery. Precision mechanics and optics. Office 
and Data technology.Tools. Water treatment. Telecommgnications; 
Electric Power distribution/production and conversion. Electric 
installation (Wiring) devices and domestic appliances. Wood¬ 
working machinery. Consumer goods (cutlery, glassware, arts and 
crafts, jewellery,metalware, silverware, clocks and watches, etc.) 

Iron /Steel/Non-Ferrous metals. ...and many more. 

fpr Fair CeUhgut, adbiiwffn MmiaadHUIIt ,contact the OIfkial Faprmanlativt la Mlaf 

JACOB VARU6HESE 

H§a40ffka: YS/TS, Lixml BuHdlno* Sir P.M. Road. Bombay-1. 

Braaehuau 19/4, l•hwsr ,GsnoaU Bteeti Caleutta-S.. ■ 177-17% Mount Road/ 
Madras., ■ SS-A, Msdho Mansion, Assf All Road, Naw DathU 
11, Lady Curson Road, Banealora. 

NOVER 

* B tUght and Heavy ^ngmaedng 

WMt GgriTiRny ^ Snd Consumer Goods) 

m ^thG plmcm for ouootMful butinotOo^ 
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Trade Winds 


EXTERNAL ASSISTANCE : 1970-71 

Forfion Alt) agreements signed during 
1970-71 amounted to 966.5 million 
dollars (Rs 724.9 crores). Of this, 
non-project aid was 657.2 million dol¬ 
lars (Rs 492 9 crores), project aid was 
162 4 million dollars iRs 121.8 crores) 
and aid for miscellaneous equipment 
146 9 million dollars (Rs 110.2 
crores). Non-projecl aid included 
assistance in the form of debt relief 
amounting to 93.7 million dollars (Rs 
70.3 crores). Country-wise details of 
the aid agreements signed during 
1970-71 are as follows: 

($ million) 



Non-pro¬ 

Project 

Aid for 

Country/ 

jcct aid 

aid 

miscella¬ 

institution 

including 


neous 


debt 

equipment 


relief) 



Austria 

2.0 



Belgium 

3 5 


]o!6 

Canada 

28 5 

7'. 4 

, , 

France 

28 9 

, . 

27.0 

W.Germany 53 3 

16 4 

4.1 

Italy 

.. 


8.0 

Japan 

25.4 

7!6 


Netherlands 11.8 

. , 


Sweden 

7.7 

9.6 

6.8 

UK 

62.4 

14.6 

36.0 

USA 

343.7 

14.5 

15.0 

IBRD 

15.0 

, , 

40.0 

IDA 

75 0 

92.9 


Total: $ mil- 



lion 

657.2 

162.4 

146.9 

Rs in crores 492.9 

121.8 

110.2 


Of the total non-projecl aid ol‘ 
657.2 million dollars, only 408.2 
million dollars is against 1970-71 aid 
comirfitments. Including agreements 
yet LO be signed, the non-project aid 
for 1970-71 is expected to amount to 
435 2 million dollars (against 524.6 
million dollars in 1969-70) and project 
aid is likely to total 313.6 million dollars 
(against 306.3 million dollars in 
1969-70) 

IJ;S. ASSISTANCE 

The United States has extended an 
additional loan of 15 million dollars 
(Rs 11.25 crores) to this country for 
financing essential import require¬ 
ments. The agreement for this addi¬ 
tional loan, signed on April 22, is in the 
form of an upward amerdment to the 
155 million dollars US non-project 


loan signed last month (March 13). 
The total US non-projcct aid for 1971 
is thus increased to 170 million dollars 
(Rs 127.50 crores). The new loan will 
help meet the rising import needs of 
Indian industry, particularly those in 
the export sector. In addition, other 
priority industries will benefit from a 
larger availability of imported raw 
materials and spare parts. The items 
financed by the loan include iron, steel, 
copper and other metals; chemicals, 
industrial machinery and equipment; 
and spare parts for diesel locomotives 
and aircraft. Extended on concessional 
terms, the loan is repayable in dollars 
over a period of 40 years, including a 
10-ycars grace period. Interest is pay¬ 
able at two per cent per annum during 
the grace period and three per cent 
thereafter. 

PURCHASE OF U.S. WHEAT 

The United States Department of 
Agriculture issued on April 1, 1971 two 
purchase authorisations covering an 
amount of $12,337,000 for purchase of 
about 200,000 metric tons of wheat by 
this country. The entire quantity is 
expected to be shipped by the end of 
June 1971. These authorisations were 
issued in pursuance of the Supplemen¬ 
tary PL-480 Agreement dated April 1, 
1971, between the Government of 
United Slates of America and the Go¬ 
vernment of India, for supply, inter 
alia, of about 1.57 million metric tons 
of wheat/wheat flour. This was the 
seventh supplementary agreement after 
the PL-480 Agreement between the 
two governments signed on February 
20, 1967. 

INTERNATIONAL FAIRS 
Hanover 

The 1971 Hanover Fair opened on 
Thursday, April and continued until 
Friday, April 30. In the 1971 Hanover 
Fair some 5,5W direct exhibitors were 
taking part. The range of exhibits 
was supplemented by the products of 
approximately 1,000 additionally 
represented firms. More than UO trade 
associations, national representations 
and service firms ran their own oJBccs 
on the fair ground. The persistent inter¬ 
national significance and attraction of 
the Hanover Fair was reflected in the 
large number of foreign exhibitors 
from 30 nations coupled with the fact 
that 800 of the additionally represented 
firms were from countries other than 
Germany. The 1971 Hanover Fair 
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oflered a comprehensive survey of the 
international range of products from the 
capital and consumer goods industries. 
The net exhibition space totalled 4,60,000 
sq. metres of which 2,80,000 so. metres 
were exhibition halls, and 1,80,000 sq. 
metres open space area. 

Algiers 

The union government has decided 
to organise this country’s participation 
in the international trade fair to he held 
in Algiers from August 25 to September 
12, 1971. It is proposed to project at 
this fair the industrial and technological 
achivements of this country. The dis¬ 
play at the Indian pavilion will include 
machinery and engineering goods, other 
manufactured goods and minerals and 
semi-finished goods. Tn view of the 
interest which Algeria is showing 
for foreign investment for de¬ 
velopmental projects, Indian manu¬ 
facturers and exporters will find con¬ 
siderable scope for setting up joint 
ventures there. 

Brno 

An international con.sumcr goods 
fair was opened in Brno on April 19. 
This fair will be there for about 15 days. 
This is the second international con¬ 
sumer goods fair being held in Czechos¬ 
lovakia. The first one was held in 1970. 
Inlhelast fair about 281 private firms 
from 25 countries had participated. 
From this country the only participant 
was India Linoleums Ltd. In this year’s 
fair about 400 firms are taking part from 
32 countries including many countries 
of Europe, From this country there are 
now two participants, India Linoleums 
and York Hosiery, Ludhiana. According 
to the Commercial Counsellor of Cze¬ 
choslovakia the government participa¬ 
tion from the Indian side could not be 
possible because STC and other organi¬ 
sations were contacted late. However, 
it is expected that in the coming years 
(since this fair is guing to be a regular 
feature) government participation will 
be there in abundance. For the first 
five days only commercial representa¬ 
tives and businessmen will be allowed 
entry and during the remaining period 
the public will also, be allowed. 

TRANSPORT SUBSIDY 

As part of the union government’s 
policy of providing incentives for start¬ 
ing industries in backward areas, it is 
proposed to give a transport subsidy to 
industries to be stalled in the states 
of Jammu and Kashmir, Assam (in¬ 
cluding Meghalaya) and Nagaland and 
the union territories of Manipur,Tripura 
and NEFA. The subsidy will be equiva¬ 
lent to 50 per cent of the transport cost 
of both raw materials and finished pro¬ 
ducts for all new industrial units to be 
set up. In the case of the existing units 
also, the subsidy will be payable for 



April 30, »7I 


EASTERN ECg^OMIST 


ALL ELECTRODES 
LOOK AUKE-BUT ONLY 
lOL'S HAVE WUTY-PLUS' 




lOL s "quality>plus adds extra value to any 
lOL product. 

Take the iOL range of welding electrodes. 
Whether it's the popular Ferrospeed or the 
Chromoid 5 stainless steel electrode—IOL 
makes them a lot better than they need be. 
So lOL's "quality-plus" means that you 
get a lot more for your money. 

IOL begins building in "quality-plus ' from 
the moment raw materials and components 
are tested—and passed—tor quality. 

And every IOL product is put together by 
experts—men who pioneered the welding 
industry in the country and are abreast of 
the latest welding techniques. 

Each IOL product is tested at alt stages 
of manufacture. 

So when an electrode carries the IOL stamp, 
that's your guarantee of "quality-plus". 


lOLBULDSM 


r 
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expansion or diversification of a unit 
if it leads to an increased production 
of at least 25 per cent over that unit’s 
average annual output during th^^p^- 
ceding three years. Jn such casib, 
the subsidy will be restricted to 50 
per cent of the transport cost of the 
additional raw materials required and 
the finished goods produced as a result 
of the expansion or diversification. 
Administrative and other details re¬ 
garding the implementation of the 
scheme will be worked out shorlty by 
the Ministry of Industrial Develop¬ 
ment. The Planning Commission has 
concurred with the proposal. 

L.I C.’s INSURANCE RECORD 

The gross premium income of the 
Lifb Insurance Corporation of India 
in respect of its general insurance busi¬ 
ness for the financial year ended March 
31,1971, amounted to Rs 23.86 crores, 
which records an increase of Rs 5 82 
crores over the results of 1969-70. This 
increase works out to 32 per cent. Zone- 
wise distribution of this total, premium 
income is Rs 224.22 lakhs from the 
northern zone, Rs 165.54 lakhs from 
the central, Rs 524. 50 lakhs from the 
eastern, Rs 349 03 lakhs from the sou¬ 
thern and Rs 416. 39 lakhs from the wes¬ 
tern zone. Premium income from the 
accounts held by the central comes 
to Rs 706.56 lakhs. LIC's target for 
premium income in general insurance 
Wsiness for the year was Rs 18.8 crores. 
This target has been exceeded by 27 per 
cent. 

Gross premium income in respect 
of fire, marine and miscellaneous classes 
during the year was Rs 585.52 lakhs, 
Rs 962.54 lakhs and Rs 834.18 lakhs 
respectively. From April 1, 1971, the 
corporation has discontinued open 
market business and has also arranged 
for the transfer of its tied accounts 
business to the Oriental Firc& General 
Insurance Co. Ltd. The corporation, 
however, continues to write general 
insurance business in the public sector. 

NEW L i e. POLICY 

The Life Insurance Corporation has 
introduced a new policy called the 
Centenary Policy, which will help cover 
the lives assured, particularly in the 
lower income groups, even if the pre- 
miums are not regularly paid. Defaults 
in payment of premiums will be per¬ 
missible once during each block of three 
years after the first two years. The sum 
assured will be Rs 1,000 or multiples 
thereof up to a ma.Kimum of Rs 5,000 
ITie mode of payment of premiums will 
be yearly. The policy will be with profit, 
earning the same bonus as the regular 
with-profit policies. There will be only 
three terms ™ 15, 20 and 25 years. 
The maximum age on entry will be 55 


and the maximum maturity age 70. 

The policy, to be l^iunched from May 
1, 1971, will be available both in urban 
and rural areas. If the proposer is 
eligible for non-medical policy, it will 
be under non-medical scheme. Other¬ 
wise, the proposal will be considered 
on tiie jbasis of a satisfactory medical 
report of the proposer. 

After premiums have been paid for 
at least two years, the risk will be conti¬ 
nued to be borne by the corporation 
for one year even if default occurs in 
the payment of premium. The arrears 
of the defaulted premium will not be 
required to be paid even thereafter. The 
policy will be continued on payment 
of further premiums with a decrease in 
a sum assured corresponding to the 
arrears of premiums. This facility will 
be available once in every block of 
three years. The policy, of course, will 
continue to participate in profits during 
the default periods also; the bonus will 
be based on the original sum assured. 
The policy-holders will be allowed to 
gel loans against the policy after at least 
five years* premiums are paid. 

SMALL INDUSTRIES 

The second Afro-Asian Conference 
on Small Enterprises, which was held 
in New Delhi a few days ago — the 
first conference was held two years back 
in Cairo — has asked all the member- 
governments to declare the development 
of small-scale industries an integral 
part of their overall national 
industrial policy. This step, the con¬ 
ference felt, should also be supported 
by legislation, if necessary. The legisla¬ 
tion should be comprehensive enough 
to cover all aspects of assistance needed 
by these industries. 

There was general agreement at 
the conference on the need for insti¬ 
tutional facilities in different spheres 
of activities of small-scale industries, 
especially in the fields of manufacturing 
and marketing. It was generally felt 
that national organisations for the de¬ 
velopment of small industries should be 
set up in all countries in view of the 
special features of small industries and 
the role of the government in rendering 
assistance to them. 

Many foreign participants in the 
conference asked lor Indian assistance 
in setting up small industries in their 
countries. A few of them even ex¬ 
pressed a desire Ibr the establishment 
of joint ventures with Indian participa¬ 
tion. They were said to have been im¬ 
pressed by India's experience and ex- 
pertisc in small industries. 

PROCUREMENT AND PRICES 

The union government after consider¬ 
ing the report of the Agricultural Prices 
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Commission on price policy for rabi 
cereals, 197 ] -72 season and the views ex¬ 
pressed by the chief ministers and food 
ministers at a conference held on April 
17, 1971, has decided that: (1) The 
target of procurement of wheat for the 
1971-72 marketing season will be four 
million tonnes. (2) In order to provide 
continued incentive to the farmer, the 
procurement prices of all varieties of 
wheat other than indigenous red will 
continue to be Rs 76 per quintal. P) 
The state governments will fix the price 
of the indigenous red variety of wheat 
in consultation with the central govern¬ 
ment provided it is at least two rupees 
lower than the price of the stan^rd 
variety. (4) The Food Corporation of 
India may purchase superior farm wheat, 
gram and barley in the open market as 
part of its commercial operations. (5) 
The issue price of all varieties of wheat 
including amber wheat will be fixed at 
Rs 78 per quintal for maintaining the 
price line. (6) Restrictions on the move¬ 
ment of wheat to the satutorily ra¬ 
tioned areas of Bombay will be removed. 
(71 The structure of incidental charges 
both in the states and at the centre 
will be carefully reviewed to effect such 
economies as are possible. Action is 
being taken to implement these deci¬ 
sions immediately. 



m B.i.L predircf 
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G>mpany Affairs 


HINDUSTAN ALUMINIUM 

HnsiDUSTAN Aluminium Corporation 
Ltd has recorded good performance 
during the year 1970 and has declared 
a higher equity dividend of Rs 1.25 per 
share against one rupee paid for 1969. 
Net sales have risen to Rs 39,82 crores 
from Rs 34.27 crores and gross profit 
to Rs 18.57 crores from Rs 10-30 
crores. Allocations include depreciation 
Rs 381.66 lakhs, development rebate 
reserve Rs 33 lakhs, contingency reserve 
Rs 243.33 lakhs and general reserve 
Rs 698.76 lakhs. Dividends will ab¬ 
sorb Rs 100.40 lakhs. Mr D.P. 
Mandelia stated recently that the com¬ 
pany expected to get the sanction of the 
Controller of Capital Issues for its 
proposal to issue bonus shares in the 
ratio of one share for four shares held. 
Production during the year of primary 
metal was 78,191 tonnCvS and of fabrica¬ 
ted products 43,227 tonnes. Mr 
Mandelia stated that due to power cut 
the company would lose in production 
about 2,5()0 tonnes in the first half of 
the current year. However, the working 
has been excellent so far. 

Mr Mandelia pointed out that due to 
an increase in the cost of production. 
The profitability of the aluminium in¬ 
dustry has been affected adversely. 
There has been a steep rise in the prices 
of some of the essential raw materials 
such as aluminium fluoride, cryolite,, 
calcined petroleum coke, caustic soda 
and hard pitch. The cost of power has 
also been continuously rising. On the 
other hand, prices of aluminium had 
been controlled by the government and 
frozen at levels prevailing on February 
28, 1970, which were exactly the same 
as were fixed with the government’s 
approval as far back as early 1967. The 
company has been urging the govern¬ 
ment to take a realistic view about 
pricing of aluminium but so far its 
efforts have not met with any success. 

The company had developed good 
exports markets and during the years 
1968 and 1969, around 23,950 tonnes 
of metal was exported, earning Rs 9.35 
crores in foreign exchange. However, 
exports were banned in 1970 and thus 
only 2,499 tonnes of metal could be 
exported against prior commitments. 
To keep the export markets alive, it 
would be necessary that some quantity 
was allowed to be exported on a conti¬ 
nuous basis. The expansion of the com¬ 
pany *sj[>roduclion capacity upto 120,000 
tonnes was at last cleared last year, and 


the first stage of this expansion pro¬ 
gramme, which was .scheduled to raise 
the primary capacity to 100,000 tonnes 
by the middle of 1972, had already been 
taken in hand. Wherever possible, 
indigenous machinery and equipment 
were being ordered or even developed 
and designed, to keep the import con¬ 
tent to the minimum. Applications 
for the import of only such essentia! 
equipment which was not available in 
the country were submitted to the go¬ 
vernment along with the financing plan. 
Government’s approval of the same and 
the import licences had as yet not been 
received and this was delaying the exe¬ 
cution of the exponsion programme. 
The scarcity of steel was also causing 
considerable delay. The second phase 
of expansion to 120,000 tonnes was 
scheduled to be completed by the end 
of 1973. 

DUNLOP INDIA 

While relying on new units to meet 
the additional demand for lyres, the 
government should also permit expan¬ 
sion to the existing manufiicturers to 
make sure that the country was not 
short of this vital product, stated Mr 
R.G.S. Nairn, Chairman, Dunlop India 
Ltd, in an address at the annual gene¬ 
ral meeting held recently. The reason 
for the serious lyres shortage which 
developed in 1968, he stated, was that 
four proposed new units which were 
granted letters of intent for a total out¬ 
put of 1.2 million tyres did not imple¬ 
ment their schemes and the govern¬ 
ment had finally to revoke these letters 
of intent. He added that a number of 
letters of intent had been issued re¬ 
cently again to new units for a total 
capacity of 2.4 million tyres. He poin¬ 
ted out that a new manufacturer took 
several years to implement a capacity 
of 300,000 tyres, a minimum economic 
unit, while an existing manufacturer 
with experience could achieve this with¬ 
in two years. He, therefore, suggested 
that the government should not rely 
only on new units and allow the exist¬ 
ing units to expand. It should evolve 
a policy which would ensure that sufli- 
cient production was achieved to meet 
the growing demand in the country. 

Mr Nairn pointed out that the sales of 
Dunlop India Ltd increased by eight 
per cent diu:ing the year ended De¬ 
cember 31, 1970. over the previous year 
to Rs 87.71 crores. He pointed that 
the company expanded its business and 


achieved a contract worth Rs 1.50 crores 
with the Neyveli Lignite Corporation 
for the supply of special cotton and ny¬ 
lon conveyor belting. This was the lar¬ 
gest contract of its kind in this country. 
Another achievement of the company 
during the year was the introduction 
of Mctalastik rubber to metal bonded 
components for the Indian Railways, 
particularly a large mounting for diesel 
and electric locomotives. 

The chairman stated that the com¬ 
pany Iwd submitted an application to 
the government for the manufacture of 
steel cord conveyor belting, which is 
essential for iron ore and lignite min¬ 
ing. Mr Nairn pointed out that tyre 
production at Sahaganj factory was 
nearly the same as in 1969 with the 
exception of cycle tyres, which were 
badly affected by labour difBcuJtics. 
Production at the Ambaltiir factory in¬ 
creased significantly due to the comple¬ 
tion of a part of its expansion pro¬ 
grammes which would be finished in 
1971 and fully effective in 1972. Automo¬ 
tive tube production commenced at 
Ambattur during 1970. 

Taking into account the need for 
finance for the company’s expansion 
plans, Mr Nairn stated that the com¬ 
pany proposed to maintain the ordinary 
dividend at 20 per cent for the year, 
and proposed to retain the balance of 
available profit of Rs 1.66 crores by 
transferring to general reserve. He 
added that the capital expenditure for 
1970 was Rs 3 -20 crores and commit¬ 
ment for capital expenditure towards the 
end of the year amounted to Rs 5.67 
crores. Expenditure includes the implc- 
nienlation of the licence received to 
Increase the company’s automotive 
tyre and tube capacity by 1,35,600 
units and 1,24,800 units per annum 
respectively. 

CENTURY SPINNING 

The Century Spinning and Manufac¬ 
turing Company Ltd has improved its 
working during the year 1970, so that 
the directors proposed a final equity 
dividend of Rs 29 per share for 1970 
as again.st final dividend of Rs 25 per 
share paid for 1969. Together with the 
interim dividend of Rs 16 per share al¬ 
ready paid, ihc total dividend for 
the year is higher at Rs 45 per share 
against Rs 40 per share for 1969. Gross 
sales increased from Rs 48.39 
crores to Rs 52.2 crores during the 
year. The gross profit was 
iiighcr at Rs 14-85 crores against Rs 
12.70 crores. After providing Rs 
21:18.61 laklv> for depreciation. Rs 16 
laklis for development rebate reserve and 
Rs 706 lakhs for taxation, the net pro¬ 
fit was Rs 474.51 lakhs. The directors 
proposed to transfer Rs 307.73 lakhs 
to general reserve and Rs 110 lakhs 
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to diviflend cquilisation rc.serve. In¬ 
terim equity dividends had absorbed Rs 

56.78 lakhs. Preference dividemls and 
final equity dividends will absorb' Rs 

133.78 lakhs and will be paid from 
the dividend cquilisation reserve. The 
company's gross block has risen from 
Rs 39.60 crorcs to Rs 41.01 crorcs but 
the net block has come down from Rs 
14.70 crorcs to Rs 13.30 crores. The 
cement project being set up near Rai¬ 
pur, Madhya Pradesh, with an installed 
capacity of nearly SOO tonnes per day 
was expected to start production by the 
end of 1972. The rayon grade wood 
pulp project proposed to be set up in 
Uttar Pradesh was still before the go¬ 
vernment. . 

KAMANI ENGlMsKRING 

Kamani Engineering Corporation 
Ltd, which recently received the export 
promotion award instituted by the 
Federation of Indian Chambers of Com¬ 
merce & Industry and, earlier, one 
from the Engineering lixport Promo¬ 
tion Counu'l has now secured another 
tender from the Electricity Generating 
Authority of Thailand. For this 
turn-key project, Kamani Engineer¬ 
ing Corporation Ltd is to supply 
4,000 tonnes of transmission line 
lowers and allied equipment and 
erect a 230 kv. doubled circuit line hav¬ 
ing a route length of 255 kilometres 
from Sirikit Dam to Nakhon Sawan. 
Financed by the International Bank for 
Reconstruction and Development, the 
project is valued at three crore rupees. 
Kamani Engineering Corporation Ltd, 
has registered an increase of 500 per 
cent in its lust year's export turn-over, 
Kamani Engineering has supplied trans¬ 
mission towers to Canada, Iran, Kuwait, 
New Zealand, Nigeria, the Philippines, 
Seychelles, the Sudan, Taiwan, Tanzania, 
Thailand, the USA and the West Indies. 
The competence of the company to pro¬ 
vide an integrated service, right from 
the stage of survey, planning and design 
to the stage of erection and commission 
of complete high-tension transmission 
lines, and its vast resources to attend to 
well over 1 2 such projects at a time any¬ 
where in the world, has radically en¬ 
hanced the engineering image of this 
country abroad. 

UNll PRICES 

The Unit Trust of India has raised 
the sale and repurchase prices of its 
units by live paise each with eflect from 
Monday, April 19, 1971. The sale and 
repurchase prices of units have been 
fixed at Rs 11 and Rs 10.60 per unit, 
respectively. 

U(SnCES & LETfERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Develorment and Regulation) Act 
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1951, during the five weeks ended 
January 3, 1971. The list contains the 
names and addresses of the licensees, 
article of manufketure, types of 
licences—New Undertaking (NU); 
New Article (NA); Substantial Ex¬ 
pansion (SF); Carry on Business 
(COB); Shifting—-and annual installed 
capacity. 

Licencea Issued 
IVfetallurgical Industries 

M/s India Cements Ltd; Dhun Buil¬ 
ding 175/1 Mount Road Madras. 
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(Nandambakkam-Tamil Nadu); (a) 
Malleable iron castings & pipe fittings 
—1.200 tonnes. (^) Heavy dutyalloydk 
other cast iron castings—1,500 tonnes. 
(c) Nihard castings—180 tonnes per 
annum (COB). M/s Zaverch & Gaek- 
ward Pvt. Ltd; P.B. No. 95 Padra Rd; 
Baroda. (Baroda—Gujarat) ; 1. Ordi¬ 
nary flexible metallic tubing—^200 tone- 
nes p.a. 2. High pressiue metallic 
tubing—500 tonnes p.a. (COB), M/s 
Punjab State Industrial Dev. Corpn. 
Ltd; U.C.B. Building, Sector 17-B 
Chandigarh. (Ludhiana—Punjab) ; 1. 


Management with Methods Alone Matters 

One does not know what sort of problems will arise in a modern 
management which has to function in a world of increasing complexities. But 
if you have in your library the following, you will know how to tackle the 
problems that will confront you. 
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Air*lndia offers heavy reductions under our and the Rotary Club, sports associations, gym* 
Affinity Group Travel Scheme. For many sectors, khanas, choirs, dramatic and musical groups etc. 
the reduction amounts to over Rs. 2000/*. Minimum requirements: 

What is an affinity group? If 3 ^^ 3 member of any of the above affinity 

it is an association that has bean in existence groups for a minimum period of 6 months prior 

for 6 months prior to travel with n common to travel you may be entitled to the reduction, 

objective or activity other than travel. In case of You have to travel together throughout your 
travel to the Americas the association must be journey and your group should not be smaller 
of at least two years standing. than 15 persons. 

Examples: Educational institutions like schools Besides the large reduction under our Affinity 
or colleges of Arts, Music. Science, Engineering, Group Scheme, Air>india gives you that extra 
Medicine, Catering; professional groups like something, if you haven't been abroad in the 

associations of lawyers, physicians, surgeons,. past 3 years, 
pathologists, teachers, artists; clubs like Lions SubjKt to tpproval of all Govts. 
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Mild steel billets. 2. HT steel billets. 
3. Spring steel billets—50,000 tonnes 
p.a. (COB). M^s Bird & Co. (P) Ltd; 
Chartered Bank Building, Calcutta-1. 
(Calcutta—West Bengal) : 1, Tanks 

& vessels of various shapes & sizes 
(non-pressure type). 2. General struc¬ 
tures for sheds buildings. 3. Tubes & 
bunkers. 4. Sluice gates—800 tonnes 
p.a. (COB). 

Fuels 

M/s Misri Lall Dharmchand (P) 
Ltd; P.O. Chabisa. (Bihar). (Menza 
MadanKatta Distt: Santhal—Bihar): 
Coal—72 000 tonnes per annum. (NU) 
Wali Ram Janeja & Co.; West Mudi- 
dih Colliery, P.O. Sijua, Bihar. (Mudi- 
dih Colliery, Bihar) : Coal—4,00,000 
tonnes per annum. (SE). M/sChandan 
Brothers; c/o (South Karanpura Col¬ 
liery), Old Commissioner’s Compound, 
Ranchi (Bihar). (Karanpura Colliery— 
Bihar) : Coal— 19,300 tonnes per 
annum. (SE); M/s H. D. Agarwala & 
Sons (P) Ltd; West Godhar Colliery, 
P.O. Kusanda, Dhanbad. (West Go¬ 
dhar Colliery—Bihar) : 1. Coking 

Coal—95,000 tonnes p.a. 2. Non¬ 
coking coal—19,647 tonnes p.a. (SE). 
Shri Subodh Gopal Bose; 5/3, Rammoy 
Road, Calcutta-25. (Chowk Keshali- 
gunj Niga, Colliery—West Bengal) : 
Coal—Tst Year—20,000 tonnes. 2nd 
year—45,000 tonnes. 3rd year—75,000 
tonnes. 4th—year—1,00,000 tonnes. 

5th year—1,25,()00 tonnes. (NC). 
Boilers Sc Steam Generating 

M/s Walchandnagar Industries Ltd; 
P.O. Walchandnagar, Distl : Poona. 
(Poona—Maharashtra) : Water cooled 
bagasse furnace (sugar machinery)— 
12 nos. p.a. (NA). 

Prime MoveVs 

M/s Kirloskar Oil Engines Ltd; El- 
phinstonc Road, Poona-3. (Poona— 
Maharashtra) : Internal combustion 
diesel engines in the range of 3-440 
HP—7,25,000 (nos), p.a. (COB). 

Electrical Equipment 
Shri S. V. Subramaniam;M/s Metal 
Lamp (I) Pvt. Ltd; 2, Murphy Road, 
UJsoor, Bangalore-8. (Bangalore— 
Mysore) : Additional ranges of Lamp 
caps. E 14/25X17, E 14/21X15, E-14-20, 
E 10/13, B.15d/24X 17, B 15s/19,& B 
9s/13—40milh*on nos. (total capacity 
after expansion will be 120 m. nos.) 
(SE); M/s Andrew Yule & Co. Ltd; Yule 
House, 8, Clive Row, Calcutta-1. (West 
Bengal) : (1) Flamcrproof, airbreak 

circuit breaker unit equipped with a 
tripple pole 200 amp. airbreak circuit 
breaker, triple poll magnetic pattern 
overload assembly complete with oil 
dashpot lime lags, no-volt release, suit¬ 
able for 3 phase, 650 volts, 50 cycles 
system* complete with outgoing cable 
box assembly, ammeter and voltameter 


—300 units p.a. 2. As above, but 300 
amp. voting. 3. Flammerproof, air¬ 
break circuit brcakcr'unit equipped with 
a triple pole on/ofT isolator, triple pole 
200 amp. air-break circuit breaker, 
triple pole magnetic pattern overload 
assembly completer with oil dashpot 
time Jags, earth leakage protective 
equipment including visual indication, 
shunt trip or no volt release, backfitt- 
ing, out-going cable box assembly .in¬ 
coming and throughgoing busbarends 
left open, skid or pedestal mounted— 
300 units per annum. 4. Flameproof 
air-break gate end unit equipped with 
a triple pole on/olT isolator, triple pole 
150 amp. air-break contactor, triple 
polo magnetic pattern overload assem¬ 
bly complete with oil dashpot time 
lags, earth leakage protective equip¬ 
ment including visual indication, top 
mounting out going 150 amp. BS- res¬ 
trained type plug and socket, incoming 
and through going busbarends left 
open, skid or pedestal mounted, com¬ 
plete with ammeter. 300 units P.a. 5. 
Flameproof air cooled lighting trans-^ 
former unit equipped with doiible pole 
on/off isolator single phase air-coolcd 
lighting transformer having a multi- 
tapped primary with tappings arranged 
between 380 and 650 volts, secondary 
voltage arranged to suit customer’s 
requirement, mid point of transformer 
earthed, primary and secondary HRC 
fuses, backfitting outgoing cable box 
assembly, skid or pedestal mounted. 
1 KVA—200 units. 2 —VS—200 units. 
3 KVA—100 units. 4 KVA—100 
units, 5 KVA—100 units. (Flame roof 
air-cooled, bell signalling transformer 
unit equipped with a double pole on/ 
off isolator, single phase, aircooled 
transformer having a multi-tapped 
primary with lappings between 400/ 
650 volts. 15 volts secondary, primary 
HRC fuse protection, backfitting out¬ 
going cable box assembly, skid or pedes¬ 
tal mounted. 200 units. 7. Flameproof, 
interchangeable, cable couplers and ada¬ 
pters suitable for medium pressure 
and 33(X) volts cables of different 
sizes. As will be required in respect 
of the above panels. 8. Flameproof, 
push-pull control switches, push but¬ 
tons, and loose accessories—400 units. 
9. Flameproof automatic direct to line 
contactor starters suitable for motor 
upto 30 HP at 550 volts. 500 units. 10. 
As above but suitable for motors up to 
150 HP. 200 units. 11. As above but suit¬ 
able for motors upto 250 HP. 50 units. 
(NA); M/s Estrela Batteries Ltd; Yusuf 
Building. Veer Nariman Road, Fort, 
Bombay-1. (Maharashtra) : Dry cell 
batteries (cylindrical cells)—60 mil¬ 
lion nos. p.a. (after expansion capacity 
will be 125 million nos. p.a.) (SE) 
M/s Voltas Ltd; 19, Graham Road, 
Ballard Estate, Bombay-), (Thana— 
Maharashtra) ; 1. Electrostatic preci¬ 
pitators—4 nos. (for a value of Rs 60 


lakhs p.a.) 2. Mechanical dust collec¬ 
tors— (valued at Rs 30 lakhs) 6 nos 
p.a. (NA); M/s Hindustan Brown Bo- 
veri Ltd; I, Jorbagh Nursery. New 
Delhi. (Goregaon, Bombay—Maha¬ 
rashtra) ; I. Woven traps—120 nos. 
p.a. 2. Carrier sets—80 nos. p.a. 3. 
Protection couplers—50 nos. p.a. 4- 
Frequency shift channels—40 nos, p.a. 
5 Line matching units—120 nos p.a. 
(NA). 

T eleconununication 

M/s Morris Electronics (P) Ltd; 
Bhoravi Industrial Estate, Poona— 
Nasik Road, Poona-26. (Maharashtra): 
Soft ferrites (ferrite rods & cores)—75 
tonnes p.a. (COB). 

Transportation 

M/s Lucas—TVS Ltd; 37, Mount 
Road, Madras. (Madras-Tamil Nadu): 
1. Starter motors--25,000 initially & 
74,000 ultimately. 2. Dynamos 25,000 
initially Sc 78,000 ultimately. 3. Vol¬ 
tage regulators—20,000 initially Sc 
80,000 ultimately. 4. Distributors— 
20,000 initially Sc 60,000 ultimately. 

5. Horns (pairs)—20,000 initially, 
55,(X)0 ultimately. 6. Windscreen wiper 
— 28,000 initially, 88,000 ultimately. 
7, Flasher units (cars) only -I4,0()0 
initially, 41,000 ultimately. 8. Horn 
relays—18,000 initially, 51,000, ulti¬ 
mately. 9. Selenoids—9,000 initially, 
28,000 ultimately. (NA); M/s Atlas 
Cycle Industries Limited; Sonepat, 
Haryana (Sonepat—Haryana) : Power¬ 
ed bicycles—49 CC. 50,000 nos. p.a. 
(NU). 

Industrial Machinery 

M/s A. Stock Sc Co. Ltd, 8, Qara- 
gacha Road. Calcutta-27. (Calcutta- 
West Bengal)-!. Water treatement 
plant. 2. Equipment for chemical, & 
pharmaceutical industries. 3. Dryers. 
4. Heat exchangers. S Storage vessels, 

6. Pressure vessels, 7. Mixing machines. 
—5.50 lakhs p.a. (COB); M/s Indian 
Sugar Sc General Engineering Corpn; 
Yamunanagar, Distt: Ambala. (Mar¬ 
yana). (Yamunanagar-Haryana)—Gal¬ 
vanising baths — worth Rs 10 lakhs per 
annum. (NA); M s Indian Sugar Sc 
General Engineering Coipn.; Yamuna¬ 
nagar. Distt: Ambala. (Yamunanagar 
—Haryana)—i. Pressure vessels, ii. 
Columns, iii. Heat exchangers —Rs 
35 lakhs. (COB); M s Vulcan Lavcl 
Ltd; Allaliabad Bank Bldg; 17, Parlia¬ 
ment Street New Delhi-1. (DapoBi, 
Disl: Poona, Maharashtra)—Coils 
(plate t^^pe)—1,000 Sq. meters valued 
at Rs2 i 25 lakhs p.a. (NA); M/s Deepak 
Industries Ltd; 16, Hare Street, Cal¬ 
cutta. (Calcutta-West Bengal)—Marine 
gear boxes 100 units p.a. (NA); M's 
Vigay Tanks Sc Vessels Pvt. Lid; Haji 
Adam Mansion, Homji St; Bombay. 
(Bombay-Maharashtra)i. Mild steel 
pressure vessels—Rs 45 lakhs p.a.2. 
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Stainless steel vessels for chemical 
industry Rs 4 lakhs p,a. (COB); 

Machine I’ools 

M/s Ruckan Wolf New India Engg. 
Works Ltd; Post Box No. 19, 72, Me- 
dows Street, Bombay-J. (Pimpri-Maha- 
rashtra) -(a) Plywood process (hot), 
(b) Chip-board processf hot), (c) Cold 
presses for plywood, (d) Rubber pro- 
cesses-mat presces, moulding presses, 
V belt presses, (c) Plastic laminated 
presses, (f) Plastic moulding presses, 
(g) Presses to manufacture grinding 
wheels, (h) Presses used in asbestos ce¬ 
ment industry, Rs 30 lakhs p.a. (NA). 

Commercial ,& Household Equipment 

M/s Godrej & Boyce Mfg. Co. (P) 
Ltd; Lalbaug, Parcl, Bombay-12. (Bom- 
bay-Maharashtra)—Domestic refrige¬ 
rators - expansion from 6000 nos. to 
30,000 nos. p.a. (including compressors 
for captive use only) (SA) 

Chemicals 

M/s Tata Chemicals Ltd; Bombay 
House, Bruce St; Fori, Bombay, (Mi- 
thapur- J amnagar-Guj ara l) — Soda 
ash-expansion from 2,16,000 tonnes 
to 3,60,000 p.a. (i.e. expansion by 
1,44,000 tonnes (SE): M/s Indian Car¬ 
bon Ltd;6, Old Post Office St; Calcutta. 
(Thana-Maharashtra) ~ Diotyl phtlia 
late plasticizers -3,000 tooiines p a. 
(COB). 

Photographic Film Paper 

New India Industries Lid; Industrial 
assurance Building, Opp; Churchgale 
RIy. Station, Bombay-2. fBombay- 
Maharashtra)—Photographic printing 
paper-from 1.8 million Sq meters to 2.2 
mil. Sq. meters after expansion. (SE). 

Dye Stuffs 

M^s Amar Dye. Chem. Ltd; Nand 
Lidyam, Sitladevi Temple Road, Mahim. 
Bombay. (Maharashtra) —Organic pig¬ 
ments—250 tonnes. (COB). 

Drugs & Pharmaceuticals 

M/s Gluconate Ltd; 23, Camac 
Street, Calculta-16. (West Bengal)- 
Pethidine hydrocholoride- -250 Kgs. 
(COB); M/s Biological Evans Ltd; 
18/J 3, Azambad, Ffyderabad, 

(Andhra Pradesh)- 1. Di-iodo hydroxy 
quinnolinc, 2. Idochlor hydroxy quino¬ 
line. Expansion from 2.00 tonnes to 
12.00 tonnes p.a. (SE); M/s Gluonatc 
Limited;23, Camac Street, CaIcutta-16. 
(Nagpur- Maharashtra)— 1. Acrilla- 
vine KKX) kgs. per annum, 2. Profla- 
viijc—3000 Kgs. per annum, (COB). 

Textiles 

M/s Victoria Jute Co. Lid; 3, Clive 
Road, Calculta-I. (West Bengal) -Jute 
carpet backing cloth—100 looms to 
produce 5080 tonnes of carpet backing 
cloth. (SE): M's Reliance Textile In¬ 
dustries (P) Ltd; Court House, 4th Floor 
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Tilak Marg, Dhobi Talao, Bombay-2. 
(Naroda-AJunedabad/Oujarat) — Man 
made fibre fabrics art silk fabrics 
—125 power looms. (NA); M/s Bally 
Jute Co. Ltd; India Exchange Place, 
Calcutta-1. (West Bengal)—Jute cappet 
backing cloth—50 broadlooms to pro¬ 
duce 2,540 tonnes of carpet backing 
cloth. (SE). 

Paper & Pulp 

The Paper Products Ltd; 120, 
Dinshaw Vachha Rd; Bombay. (Roha, 
Dist: Kolaba-Maharashtra)—Pulp- 

4200 tonnes p.a. Paper (writing 
printing Sl wrapping) — 4,200 
tonnes per annum. (COB); M/s 
F. Pudmajee & Co. Pvt. Ltd; 
M/s D. Pudmajee Paper Mills, 60, 
Forbes Street, Bombay-1. (Bombay- 
Maharashtra)— Boards, unbleached, 
printing & wrappers — 1,800 tonnes 
p.a. (COB): M/s Premier Paper Mills 
Ltd; Vaswani Mansion, 120, Dinshaw 
Vachha Road, Bombay-1. (Roha, Dist: 
Kolaba— Maharashtra)™!. Writing, 
printing & wrapping paper—2,800 
tonnes, 2. Pulp -- 2,800 tonnes p.a. 
(COB). 

Sugar 

M/s Sidheshwar Sahakari Sakhar 
Karkhana Ltd; Sillod, Taiuka Siliod, 
Dist: Aurangabad, Maharashtra State. 
(Bhuban. Dist: Aurangabad-Maha 
rashira)— Sugar--crushing capacity of 
1,250 tonnes of sugar-cane per day. 
(NU).^ 

Fermentation Industries 

M/s Alembic Chemicals Works Co. 
Ltd; Alembic Road,Baroda-3. (Gujarat) 
— Dried yeast BPC — expansion from 
144 tonnes to 300 tonnes per annum on 
three shift basis. (SE). 

Food Processing 

The Deccan Floiu* Mills; Paithan 
Road, 339, Kalbadcvi Road, Bombay- 
-2, BR. (Aurangabad-Maharashtra)— 
Wheat Products — 8,7(X) tonnes in 
terms of wheat. (COB). 

Vegetable Oils 

M/s Amril Vanaspati Co. Ltd; 
Ghaziabad (L'P). (Rajpiira—Punjab)— 
Vanaspati — 100 tonnes per day. 
(COB); M/s Jai Vanaspati Mills (P) 
Ltd; c/o (Shri M. Agarwal), P-15, 
CIT Road, Calcutta-12. (Aurangabad- 
Maharashtra)—Vanapati — 50 tonnes 
per day. (COB); M/s Premier Vege¬ 
table Products Ltd; G-2 Jamuna 
Path Pam Park, Jaipur. (Rajasthan) 
Vanaspati — 50 tonnes per day. 
(COB); M/s Hyderabad Vanaspati 
Ltd; Monia Ali, Hyderabad. (Hydera¬ 
bad — Andhra Pradesh)—Vanaspati— 
25 tonnes per day, (COB) f M/s Swa- 
rup Vegetable Products, Prop. Uttar 
Pradesh Pulp & Paper Mills Ltd; Man- 
surpur (Muzaffamagar). (Dist: Mu- 
zufTarnagar-Uttar Pradesh)— Vanaspa- 
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ti — 25 tonnes per day. (COB); M/s 
Jaswant Sugar Mills Ltd; Bagpat Road, 
P. Box No. 20, Meerut City. (Mecrut- 
Uttar Pradesh)—Vanaspati — 50 ton¬ 
nes per day (COB); M/s Ramnugger 
Cane Sc Sugar Co. Ltd; A-8, Sardar 
Patel Marg, Jaipur-L(Jaipur-Rajas- 
than): Vanaspati — 50 tonnes per day. 
(COB); M/s T.G. Lakshmayya Setty 
Sl Sons; P. Box No. 28, Adoni, Kur- 
nool Distt. (Adoni, Andhra Pradesh):— 
Vanaspati— 50 tonnes per day.(COB); 
M/s Sangriu- Vanaspati Mills Ltd; 
Sibia House, Sangrur (Punjab). (Sang- 
rur-Punjab)—Vanaspati — 50 tonne.s 
per day. (COB); M/s Mehta Vegetable 
Products Pvt. Ltd; 733, C. Road, Sar- 
darpur, Jodhpur. (Chandevia Chittor- 
garh-Rajasthan)— Vanaspati — 25 
tonnes per day. (COB); M/s Hindustan 
Development Corpn. Ltd; 27, R.N. 
Mukerjee Road,Calcutta-1 .(Faridabad, 
Haryana)—Vanaspati - 100 tonnes 

per day. (COB); M/s Narain Vegetable 
Products Pvl. Ltd; c/o The Laxshmiji 
Sugar Mills Pvt, Ltd; 53, Regal 
Building, New Delhi. (Sitapur —Uttar 
Pradesh)—Vanspati ~ 50 tonnes per 
day. (COB): M/s Man Mohan Auto 
Sales Buildings, P.D. Tandon Rd; 
Allahabad. (Allahabad-Uttar Pradesh 

— Vanaspati — 50 tonnes per day. 
(COB); M/sDepak Vegetable Oil Ju- 
dustries Pvl. Ltd; Jawahar Road, Mana 
vadar. (Manavadar-Gujarat)— Vanas¬ 
pati — 20 tonnes per day. (COB); 
M/s Jayant Extraction Industries; 
Bedeshwar, Jamnagar, Gujarat. (Bede- 
shwar, Jamnagar, Gujarat)—Vanas¬ 
pati—25 tonnes per day. (COB); M/s 
Oswal Vanaspati & Allied Industries; 
Millor Ganj, T.G. Road. Ludhiana, 
Punjab. (Sherpur, Ludhiana-Punjab 

— Vanaspati —40 tonnes per day. 
(COB); M/s Hamraj Udyog; 65, In¬ 
dustrial Area, Jhotwara, Jilipur. (Jhot- 
wara, Jaipur, Rajasthan)— Vanaspati 
—25 tonnes per day. (COB); M/s 
Alibhai Vishram Oil Mills; Malipur, 
Akola (Maharashtra). (Akola-Maha- 
rashtra)—Vanaspati — 25 tonnes per 
day. (COB); M/s Chhabivani Agro- 
Industrial Enterprises Ltd; S.P. Varma 
Road, Patna-1. (Durgawati, Dist: 
Sakahbad, Bihar) — Vanaspati —50 
tonnes per day. (COB); M/s SVS Oil 
Mills;.c/o Shri S.V. Sivalinga Nadar, 
49, West Mada Church Street, Roya- 
puram, Madras-13. (Royapuram-Mad- 
ras)— Vanaspati — 10 tonnes per day. 
(COB); M/s The Punjab State Co¬ 
operative Supply & Marketing Federa¬ 
tion Ltd; P. Box No. 67, Chandigarh. 
(Khanna, Dist: Ludhiana, Punjab)-- 
Vanaspati —50 tonnes per day. (COB); 
M/s Markanda Vanaspati Mills Ltd; 
G.T. Road, Shabad Markanda,(Karnal, 
Haryana. (Shabad, Markanda, Kama!, 
Haryana)— Vanaspati —25 tonnes per 
day, (COB); M/s Haryana Vanaspati Sc 
General Mills; (ShriK.K. Pahwa), 3-5, 
Model Town, Delhi-9. (Kundli-Har- 




A|«fl30, t9tl 

yajnii)-rrVanaspali -^10 toanes per 4fty. 
(COB); M/s Namdurbar Oil & Vgnas- 
pali Industries Ltd; (Shri Daleep 
Keshavrao Gupta), Makani Manov, 
6lh Flour, Poddar Road, Bombay■*26. 
(Namdurbar, Maharasht ra)~—Vanas- 

r t —^25 tonnes per day. (COB); M/s 
Rajindra Oil Mills & Refinery; 
Afzalganj, Hydcrabad*12. (Azambad, 
Andhra Pradesh) — Vanaspali — 25 
tonnes per day. (COB); M/s Prahhat 
Solvent Extraction Industries Pvt. Ltd; 
Rajendra Road, Manavadar, Gujarat. 
(Manavadar—Gujarat) — Vanaspali 
— 40 tonnes per day. (COB); M/s Raj- 
muk Udyog Ltd: Baioda. c/o Shri 
Mukul Jain, 6, Hasting Park Road, 
Calcutla-27. (Baroda-Gujarat) - Vanas¬ 
pali — 50 tonnes per day. (COB);M/s 
Adarsh Vanaspati Ghee Utpadak 
Sahyog Samity Ltd: Bari Pahari, 
P.O. Sohsarai, Distt; Patna. (Bihar). 
(Nalanda-Bihar)— Vanaspali 50 
tonnes per day. (COB); M/s Oswal Spg. 
& Wvg. Mills Lid; Ludhiana, Punjab. 
(Ludhiana-Piin jab) Vaiiaspati-25 
tonnes per day. (COB): M/s Mewar 
Industrial Corpn.: 30l Ashok Nagar, 
Udaipur (Rajasthan). (Udaipur-Rajas- 
Ihan) — Vanaspali —25 tonnes per day. 
(COB): M/s Omrao Industrial Corpo¬ 
ration (P) Ltd; c/o Shri Ram Sharma, 
34, Usha Kiran, Carmichael Road, 
Bombay. (Kanpur-Utlar Pradesh)—Va¬ 
naspati — 40 tonnes per day. (COB): 
TheAmritsar Sugar Mills Co. Ltd; G.T. 
Road, Amritsar, (Punjab). (Amritsar- 
Punjab) - Vapaspali — 100 tonnes per 
day. (COB); M/s H.P. Oil Seeds In¬ 
dustries, (Shri Maneklal PrushotamDas 
Patel), 2 Shantiniketan Park, Ahnic- 
dabad-14. (Kapadwang-Gujarat)— 
Vanapasti “ 25 tonnes per day. (COB); 
M/s Nirmala Oil Industries; 1956-57, 
T.H. Road, Madras-19. (Madras-Tamil 
Nadu)— Vanaspati — 25 tonnes per 
day. (COB): M/s Bombay Soap Fac¬ 
tory; Ahmed UmerStreet; Two Tanks, 
'Bombay-8. (Bombay-Maharashtra)— 
— Vanaspati — 50 tonnes per day. 
(COB). 

Rubber Goods 

M/s Swastik Rubber Products Ltd; 
Behind Kirkee Railway Station, Kirkee- 
Poona-3. (K irkee-M aharashtra) ■ -i. 

Automobile rubber parts & extruded 
rubber goods—960 m. tonnes p.a. ii. 
Moulded rubber goods—1440 m. tonnes 
p.a,—after expansion. (SE) 

Leather * 

M/s Hindustan Tannery: 129, South 
Tangra Road; Calcutta, (Calcutta-West 
Bengal)—]. Cow leather—32,500 pieces 
p.a. ii. Wet blue chrome tanned goat 
skins — 12,.35 lakhs nos. p.a. (COB). 

Cement 

M/s^ Cem^t Corporation of India Ltd; 
5-A; Bdhadur Shah Zafar Marg, Herald 
Ho 2 ise> New Delhi. (Bokajan-Assam)— 
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Portland cement—200,000 tonnes per 
annum. (NU) 

Latters of Inttnt 

Metallurgical industries 

Shri S.N. Bhingra, Founder Director, 
Vanadium Corporation of India (Pro¬ 
posed): 5/36 Rajinder Nagar, New 
Dclhi-5. (Singhbhum-Bihar) - Ferro- 
vanadium—350 tonnes per annum. 
(NU). 

Prime Movers 

M/s Menon & Menon Pvt. Ltd; 
Vikramnagar, KoIhapLir-3. (Kolhapur- 
Maharashlra) - Diesel engines below 
200 HP—200 nos. p.a. (NA). 

Electrical Equipment 

M/s Mysore Eleclro-Chemical Works 
Ltd: Yeshwaiiipur, Bangalore-22 

(YeswaiUpur, Bangalore) (Mysore)— 

(a) Traction batteries—10,000 nos. p.a. 

(b) Stationary ballcries I0,(K)() nos. 
p.a. (double sliifi). (SE); Shri B.K. 
Gupta: 802, .lo‘‘hi Road, New Dclhi-5. 
(Haryana/Punjab/UP/Delhi) (I) Auto¬ 
motive & batteries -1,2 lakhs p.a. <2) 
Stationary cells - 0.10 lakhs p.a. (3) 
Traction batteries - 0.10 lakhs p.a. 
(double shift basis). (NU): Shri M.N. 
Ramakrishnaii; Golf Link Road, Kaw- 
diar, Trivandrum (Kerala). (Bangalore- 
Mysore)—Battery containers - -2.5 
lakh nos. p.a. (double shift basis). 
(NU); Shri K.P. Singh; 14, Aurangzeb 
Road, New Delhi. (Faridabad-Har- 
yana)—(a) Aulonotivc batteries- 1.20 
lac nos, p.a. (b) Stationary batteries — 
0.10 lac nos. p.a. (double shift basis) 
(NU); Shri Sudarshan Lai I & A>shok 
khanna; D-274, Defence Colony, New 
Delhi-3. (Gurgaon-Haryana)—Storage 
batteries (automotive) 50,000 nos. p.a. 
(double shift basis) (NU); M/s Calc- 
cutta Eleclric Lamp Works Ltd; 3, 
Mangoe Lane, Calcutta-!. (Belighala- 
West Bengal)--GIS lamp (15 to 250 w> 

4. 5 million nos. (double shift basis). 
(NUj. 

Telecommunication 

M/s Welding Rod Mfg. Co,; P.B. No. 
20, Industrial Estate, Udhna (Surat). 
(Udhna-Gujarat)—Welding electrodes 
—120 million feet per annum (after 
expansion (SE). 

Transportation 

Shri B.C. Desai; ‘Matru Chhaya’, 
Ashoknagar, Kandiylec East Bom¬ 
bay (Ahmedabad-Gujarat)- Gaskets— 
20,00,000 nos. per annum. (NU); Shri 
S. Ramachandran: Partner, M/s En¬ 
gineering Tools and services, Unit No. 

2: Ambattur Industrial Estate, Mad¬ 
ras. (Tamil Nadu)- Pistons, piston 
rings and pistbn • 5 lakhs, 40 lakhs, 

5 lakhs, respectively per annum. (NL)); 
M/s Mopeas India Limited; Central 
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Office No. I V.PaJonjswamy Natdu 
Street, Avanashi Road, Cnimbatore-l8. 
(Tiruputhi-Andhra Pradesh)—Mopeds 
(.50 c.c.)’ d 5,000 nos. per annum (after 
expansion). (SE): 

Industrial Machincr)' 

M/s Mahlo-Star Electronic Equip¬ 
ment Pvi. Ltd: Shri Luxmi Woollen 
Mills Estate, Mahalaxmi, Bombay* 
(Bombay-Maharashtra) - Non-c<mtact 
radiation (empctaiure measuring & 
automatic controlling equipment — 
Thermostat -30 units per annum. 
(NU). 

Mechanical Industries 
Shri Basant Kumar Mehta: Promo¬ 
ter, P-375, Block X" New Atipore, 
CaIcul ta -53. (Faridabad-Haryana)—L 
Rigid PVC film 750 tonnes p.a. 
2. PVC blown container 6 million nos. 
p.a. 3. Thermoplastic extruded section 
PVC 3(K) tonnes per annum. (NU), 

Mathematical Instruments 

Shri V.N. Nevatia; Kumal Mahal, Flat 

No. 11, Carmicliacl Road, Bombay-26. 

(Bombay-Maharashtra) Precision 
measuring tools (capacity to be fixed 
by DGTI^) (NiJ). 

Fertilisers 

M/s Usha Mart in Block (Wire Ropes) 
Limited; 14, Princess Street, Calcutla- 
13. (Tatisilwai-Bihar)- Fine wire ropes 
- 7920 tonnes per annum after expan¬ 
sion (SE). 

Chemicals 

M/s Monsanto Company; St. Lotus 
MO, USA (Mahrashtra)-(I) Rubber 
chemicals 3,300 lonne.s p.a. (2) Inler- 
mcdialcs 3,400 tonnes per annum. 
(NU); M/s The Fertilizer Corporation 
of India Ltd, fromhay Unit, Malvalli, 
Chembur. Bombay (Maliarashlra) “Di- 
meihyleihcr 82,5 tonnes per annum. 
(NU); M/s Buyer (India) Ltd; 82, Veer 
Nariman Road, Bomhay-I. (Balkum, 
Thana-Maliarashtru (i) Rubber che¬ 
micals expansion from 1903 to 6665 
tonnes per annum (ii) Inter mediates 
2460 tonnes per annum. (SL); M/s 
Amur l)ye-Cliem. Ltd; Rang Udyan, 
Sitladcvi lemple Rd. Mahim Bom¬ 
bay-16. (I'amil Nadu/Gujarai/Maha- 

rashlra)-(i) Rubber chemicals — 
3,850 tonnes p.a. (ii) Intermediate - 
4,400 lonncs per annum. (NU); M/s 
Bharat Pulverising Mills (P) Ltd; 
Hexamar House, Sani Road, Bombay- 
25. (Bombay-Maharashtra)*'(i) Pyre- 
thrum extract-4,000 litres per annum. 
(ii)Disinreclanl (phenyl)—2,40,000 li¬ 
tres per annum. (NA). 

Drugs Sc Pburmaceuticuls 
Dr K.P. Karaiith; B-ll, Industrial 
Estate, Sanatnagar, Hyderabad. (Sanat- 
nagar-Andhra Pradesh)—(I) 3-Cyano- 
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pyridine—100 tonnes p.a. (2) 4-Cya- 
nopyridinc—100 tonnes p.a. (NUt; M/s 
Stork India Ltd; C/o M/s Associated 
Textile Engineers. 4.L Forbes Street, 
Fort Bombay-1-BR. (Ahmedabad- Gu- 
juarai)- Perforated screens for rotary 
screen printing machines—10,000 nos. 
per annum. CNU). 

Food Processing 

The Chief Promoter, Niyojit Starch 
Factory; Ghataprabha, Dist. Bel- 
gaum, (Mysore) - • Maize starch - 
12,000 tonnes per annum. (3 shill! 
basis) (NU); Punjab State Industrial 
Development Corporation Ltd: 
United Commercial Bank Building' 
Sector 17-A, Chandigarh (Punjab) 
--•(i) Mai^e starch - 7,500 tonnes: (u) 
Liquid glucose -3500 tonnes, (iiij 
I3cxtrosc-3500 tonnes,(i v) Maize-germ 
—2000 tonnes, (v) Gluten—3000tonncs, 
(vi) Husk line & coarse bran extract 
3000 tonnes, per annum. INU). 

Rubber Goods 

Punjab State Industrial Development 
Corporation Ltd; United Commercial 
Bank Building, 3rd Floor, P.B. No. 81, 
Chandigarh. (l.udhiana-Punjab) —Auto¬ 
mobile tyres and tubes - 300 lakh nos. 
p.a. (NU); The Tamil Nadu industrial 
Development Corporation Ltd; 150-A, 
Mount Road, Madras-2. (Tamil Nadu) 
Automobile tyres and tubcs--3.0 
lakh nos. per annum. (NU); Gujarat 
Industrial Investment Corporation Ltd; 
4th r-loor. Natraj Chambers, Ashram 
Road, Ahniedabad-*^. (Gujarat) - Auto¬ 
mobile tyres and tubes — 3 lakh 
nos. per annum. (NU); Industrial De¬ 
velopment Corporation of Orissa Ltd; 
Bhubaneswar—Orissa) (Orisssi)—Auto 
mobile tyres and tubes —3 lakh nos. 
per annum. (NU): The Andhra Pradesh 
Industrial Development Corporation 
Ltd; B-l-174, Fateh Maidan Road. 
Hyderabad. (Hydcrabad-Andhra Pra¬ 
desh) Automobile tyres and tubes—3 
lakh nos. per annum. (NU): M/s West 
Bengal Dealers Syndicate Ltd; 4, Mid¬ 
dleton Street, Calcutla-16. (Adityapur- 
Bihar) - Regenerated rubber - 2,400 
tonnes per annum. (NU); Goodyear 
India Ltd; 223-C, Acharya Jagdish 
Bose Road, Calcutta-20. (Balabgarli- 
Haryana)-- 1. Fan belts and V Belts 
10 lakh nos. per annum. 2. Compass 
cord belts IO,0(K) nos. per annum. 
3. Cone drive bells • 10,()00 nos. per 
annum. 4. Brake chamber diaphragms- -- 
onelakh nos. per annum. (NU); M/s 
Sathyanarayana Bros.: 25. Edward 
Elliots Road. Mylaporc. Madras-4. 
(Thirukalikimdran-Tamil Nadu) - Ty- 
lox rubber gasket—l2,.5(K)nos. (NU). 

Ctemicals 

M/s Reliable Traders; 47, Pyditonie 
Road. Khadak, Bombay-9. (Bombay- 
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Maharashtra)—Ossehi and Dt-{»h;iutn 
phosphate—4,5000 tonnes and 9,000 
tonnes per annum respectively. 
(NU). 


Changat in the namaa of Ownars 
or Undartaking* 

(Information pertains to particular 
licences only) 

For M/s British India Corporation 
Ltd: Kanpur to M/s Cawnpore Textiles 
Ltd, Kanpur. 
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Licaacaa Ravakad or Surrahdarad 

(Information pertains to partibt^ 
licences only) , ’ 

M/s Orient General Industries Utd, 
Calcutta—Fractional horse power 
electric motors, intergal eiectHc mo¬ 
tors and special type electric motors 
such us flame proof, explosion proof. 
M/s Bajaj Electricals Ltd; 45-47 Veer 
NarimanRoad, Bombay—1, Load ma¬ 
nual, motor or automatic control vol¬ 
tage regulators and boosters. M/s 
Punjab Co-operative Spinning & Tex¬ 
tile Mills Ltd., Uklana—Cotton yam. 


Company Notices 


INDIAN COPPER 
CORPORATION LIMITED 

(Incorporated in England with liability 
of its members limited) 

DIVIDEND NO. 45. 

NOTICE IS irlEREBY GIVEN that 
at the Fortyseventh Annual General 
Meeting to be lield in Committee Room 
No. 2 (2nd Floor) of the Bengal Cham¬ 
ber of Commerce and Industry, Royal 
Exchange, CaJeutta-E on Wednesday, 
the 2lst July, 1971 at 11-30 A.M. the 
Directors will rccoiiunend payment of 
a Dividend (No. 45) for the year ended 
31st December, 1970 of 11.111 
(I. ill Pence i.c. 20 Paise per unit of 
stock) subject to deduction of Tax, 
in respect of the Issued C-apital 
£2,571,1X8, amounting to £285,6X8 
(last year 8.889% amounting to 
£228,550). Subject to confirmation of 
members, the dividend will be paid on 
or after the 16th August, J97J to all 
members registered in the books of the 
C oinpany at the close of business on 
the 10th Ma>, 1971. 

The Registers of Members will be 
closed from the I Ith May, 1971 to the 
29th May, 1971, both days inclusive. 

Tlie profit before Taxation for the 
year ended 31st December. 1970 after 
providing £296.747 for depreciation 
(£319,669 last year) and £20,974 for 
Development Rebate Reserve ('£135,798 
last year) was £1,718,357 (against 
£1,225,126 for previous year), out of 
which £861,111 has been provided for 
Taxation (against £530,556) leaving a 
net profit for the year of £857,246 
(against £694,570). To this has been 
added, £38,204 (iaiit year £41,919) 
being the Development Rebate 
Reserve written back in respect of 
prior year, making a balancie available 
for distribution of £^195,430 (against 
£736,489). Out of this Is^nce, £M,397 
(against £35,477) has' been transferred 
to Reserve for Capital Development, 
£ Nil (against £11,6715*0 Capital Re¬ 
serve and the balancse x861,053 (against 


£689,341) to General Reserve. Tlie 
Directors will recommend the payment 
of Ihc dividend referred to above out 
of General Reserve. 

BY ORDER OF THE BOARD, 
SN. SINGHANJA, 

Secretary. 

Gillander House, 

Netaii Subhas Road, 

CALCATTA-1. 

Dated the 21st April, 197J. 

THE GWALIOR RAYON 
SILK MFC. (WVG.) CO. LTD. 

REGD. OFFICE : BIRLAGRAM, 
NAGDA, M.P. 

‘‘NOTICE’ 

Notice is hereby given that the Board 
of Directors of the Company at their 
Meeting held on 15lh April, 1971 have 
declared dividends on the Preference 
Shares of Rs 100 each in the Company, 
(Sy Rs 8.57 per share on Scries ‘A* and 
*B’ and @ Rs 9.30 per share on Series 
‘C’ for the year ending 31st March, 1971, 
subject to deduction of tax under the 
provisions of Incomelax Act, 1961. 

The dividends will be paid on or after 
Thursday the 20th May, 1971 to those 
shareholders whose names stand on 
the Registers of Members of the Com¬ 
pany as at the close of Friday, the 7th 
May, 1971. 

It may be noted tliat the Registers of 
Members and the Transfer Books of 
the Company relating to the above 
shares arc not being closed for the above 
purpose. 

By Order of the Board 

B.N. PuranmaUca 
Birlagram, Nagda Secret^ 

16th April, 1971. . i 
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unchanged at its previous month’s level 
of 162.7. 


Wholesale Prices 


Industrial raw materials 


The wholesale prices as measured by 
the official index (with the year ended 
March 1962=100) declined by 1.0 per 
cent to 181.4 in February 1971 as com¬ 
pared to 183.3 for January 1971. (In 
February 1971 the index was higher by 
4.5 per cent when compared to 173.6 
for February, 1970). During the month 
under review, ‘food articles’ receded 
by 1.0 per cent to 199.1. ‘liquor and 
tobacco’ by 0.2 per cent to 184.2, 
‘industrial raw materials’ by 3.5 per 
cent to 199.3, ‘chemicals’ by (.4 per 
cent to 187.1 and ‘manufactures’ by 
0.4 per cent to 160.8, while ‘machinery 
& transport equipment’ advanced by 
0.5 per cent to 151.1 as against 150.4 
for the previous month. The index for 
‘fuel, power, light & lubricants’ 
stood unchanged at its previous month’s 
level of 162.7. 

Food articles 

Higher prices of rice and ragi in¬ 
creased the sub-group index for cereals 
by 0.4 per cent to 193.6 while the prices 
of bajra, maize and barely moved down. 
Lower prices of all the pulses (except 
masur) brought down the index for the 
sub-group for pulses by 4.8 per cent 
to 234.9. On the whole the index for 
‘foodgrains’ declined by 0.8 per cent 
to 201.1. (At this level the index for 
‘foodgrains’ was lower by 5.1 per 
cent when compared to the correspond¬ 
ing month of the last year). An increase 
of6.2percent to 198.0 in the sub-group 
index for ‘fruit and vegetables’ was 
caused by higher prices of oranges & 
bananas, while the prices of potatoes 
and onions moved down during the 
month under review. The sub-group 
index for ‘milk and milk products' 
advanced by 0.1 per cent due to a rise 
in the price of milk. The price of ghee, 
however, declined. The sub-group 
index for ‘edible oils* receded by 5.5 
per cent to 221.2 due to a fall in the 
prices of all the oils. The index for 
‘fish, eggs and meat’ advanced by 0.7 
per cent to 217.1 on account of higher 
prices of fish and meat. However, the 
price of eggs declined. A fall of 0.9 per 
cent to 173.7 in the sub-group index of 
‘sugar & allied products’ was caused by 
lower prices of gur and khandsari. In 
the case of other food articles the prices 
of black pepper, chillies, cloves, tea, 
coffee, bctelnuts and salt declined while 
cummin and cardamoms rose; conse¬ 
quently the index for this sub-group 
drifted lower by 1.9 per cent to 177.6. 

Liquor & tobacco 


down by 0.2 per cent to 184.2, during 
the month under review due to a slight 
fall in the prices of tobacco raw. 

Fuel, power, light and lubricants 

The index for this group remained 


The index for ‘fibres’ sub-group re¬ 
corded a fall of 1.9 per cent to 195.'^ 
in February 1971 due to a fall in the 
prices of jute raw and mesta, but the 
prices of wool raw moved up. The 
index for ‘oilseeds’ sub-group declined 
by 5.8 per cent to 219.6 on account 
of lower prices of all the oilseeds (ex¬ 
cept gingclly seed, which moved up). 


INDEX NIJIVIBERS OF WHOLESALE PRICES BY GROUPS AND SUB¬ 
GROUPS OF COMMODITIES 

(Basc:1961-62- 100) 


Groups and sub-groups Monthly average Percentage increase 

---- (-{-) or decrease r--) 

in Feb. 1971 as 
compared to 



Feb. 

1971 

Jun. 

1971 

Feb. 

1970 

Jan. 

1971 

Feb. 

1970 

Food articles 

199.1 

201.1 

197.1 

- 1.0 

+1.0 

Foodgrains 

201.1 

202.7 

211.9 

- 0.8 

- 5,1 

Cereals 

193.6 

192.9 

203.6 

H-0.4 

-4.9 

Pulses 

234 9 

246.8 

247.4 

4.8 

-5.1 

Fruits and vegetables 

198.0 

186.6 

180.1 

+6.1 

+ 10.0 

Milk and milk products 

210.8 

210.5 

193.1 

fO.1 

4-9.2 

Edible oils 

221.2 

234.0 

213.5 

+5.5 

+3.6 

Fish, eggs and meat 

217.1 

215.5 

202.0 

+0.7 

+7.5 

Sugar and allied products 

173.7 

175.2 

1.54.9 

-0.9 

+12.1 

Others 

177.6 

181.1 

213.5 

1.9 

—16,8 

Liquor & tobacco 

Fuel, power, light & liib- 

184.2 

184.6 

184.8 

—0.2 

-0.3 

ricants 

162.7 

162.7 

156.0 

Nil 

f'4.3 

Industrial raw materials 

199.3 

206 5 

184.3 

-3.5 

+8.1 

Fibres 

195.7 

199.5 

159.1 

-1.9 

+ 23.0 

Oilseeds 

219.5 

233.0 

215.6 

5.8 

+1.8 

Minerals 

141.1 

141.1 

132.0 

Nil 

} 6.9 

Others 

169.8 

170.0 

166.6 

-0.1 

4-1.9 

Chemicals 

Machinery Sc transport 

187.1 

189.7 

186.8 

• 1.4 

-I-0.2 

equipment 

151. 1 

150.4 

139.5 

fO.5 

-48.3 

Electrical machinery 

149.2 

149.0 

135.5 

-)-0.1 

+10.1 

Non-electrical machinery 

160.0 

158.6 

143.6 

■I 0.9 

-fll.4 

Transport equipment 

136.9 

136.9 

135.5 

Nil 

4-1.0 

Manufactures 

160.8 

161.5 

147.9 

-0.4 

-1-8.7 

Intermediate products 

186.6 

188.7 

171.6 

■1.1 

4-8.7 

Finished products 

154.4 

155.0 

142.1 

-0.3 

+8.7 

Textiles 

160.3 

160.5 

140.1 

—0.1 

-M4.6 

Cotton manufactures 

158.9 

157.0 

136.7 

-i 1.2 

•-1-16.2 

Jute manufactures 

Silk and rayon manu¬ 

174.6 

182.0 

154.8 

-A. 1 

•1-12.8 

factures 

121.8 

120.7 

114.3 

+0.9 

+6.6 

Woollen manufactures 

182.0 

182.0 

177.3 

Nil 

■+2.7 

Coir mats and mattings 

175.8 

175 8 

165.8 

Nil 

j-6.0 

Metal products 

166.2 

166.2 

1.56 4 

Nil 

1-6.3 

Non-metallic products 

145.4 

145.0 

135.2 

■1 0.3 

+7.5 

48.3 

Chemical products 

149.5 

149. 5 

138.0 

—0.1 

Leather products 

92.1 

92.1 

92.1 

Nil 

Nil 

Rubber products 

156.3 

155.4 

157.5 

+0.6 

-0.8 

Paper products 

124.7 

124.7 

120.4 

Nil 

-{-3.6 

Oilcakes 

183.5 

193.5 

211.7 

■ -5.2 

■14.2 

Misc. products 

122.9 

122.9 

120.3 

Nil 

+2.2 

All commodities 

181.4 

183.3 

173.6 

-l.O 

+4.5 


- The indexfor ‘liquor & tobacco’ came 


Source: Economic Adviser to the Government of India. 
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The Mib-group index for ‘minerals’ 
remained unchanged at its earlier 
month's level of 141.1. The index for 
‘other industrial raw materials’ stftod 
at 169.8, as against 170.0 for the ear¬ 
lier month. The prices of hides raw 
and lac declined while the prices of 
tanning materials went up. 

Chemicals 

The index for ‘chemicals’ group wit¬ 
nessed a fall of 1.4 per cent to 187. I 
as against 189.1 for the previous month 
on account of lower prices of sodium 
hydrosulphitc and copper sulphate. 
The price of bleaching powder, how¬ 
ever increased. 

Machinery and transport equipment 

The sub-group index for ‘electrical 
machinery’ rose by 0.1 per cent to 
149.2, The index for non-electrical 
machinery moved up by 0.9 per cent to 
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] 60.0 due to a rise in the prices of ma¬ 
chinery other than electric, textile 
stores and beltings. Transport equip¬ 
ment, however, remained unchanged 
at its earlier month’s level of 136.9. 

Intermediate products 

Lower prices of cotton yarn, rayon 
yarn, zinc, lead, and linseed oil brought 
down the index for intermediate ‘pro¬ 
ducts’ by 1.1 per cent to 186.6, al¬ 
though the prices of leather, brass 
sheets, copper sheets and tin increased. 

Finished products 

The index for ‘textiles' stood at 160.3 
as against 160.5 forthe earlier month. 
The prices of jute manufactures de¬ 
clined by 4.1 per cent to 174.6 while 
the prices of cotton manufactures (+1.2 
per cent to 158.9) and silk and rayon 
manufactures (+0.9 per cent to 121.8) 
moved up. The indices of woollen 
manufactures and coir mats and matt¬ 
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ings remained stationary at their previ¬ 
ous month’s level of 182.0 and 175.8 
respectively. The sub-group index for 
‘metal products’ also stood unchanged 
at its earlier month’s level of 166.2. 
The sub-group index for ‘non-metallic 
products’ showed a rise of 0.3 per cent 
to 145.4 due to an increase in the prices 
of bricks and tiles and glass manufac¬ 
tures. The index for ‘chemical products’ 
sub-group declined fractionally owing 
to a fall in the prices of paints and 
varnishes. The sub-group index for 
‘rubber products' moved up by 0.6 per 
cent due to higher prices of rubber 
tyres and tubes. The sub-group index 
for ‘oil cakes’ drifted lower by 5.2 per 
cent to 183.5. The sub-group indices 
for ‘leather products* and ‘miscellane¬ 
ous products' remained unchanged at 
their previous month’s level of 92.1 
and 122.9 respectively. On the whole 
the index for finished products’ dec¬ 
lined by 0.3 per cent to 154.4 as com¬ 
pared to 15.^. 0 for January 1971. 


INDEX NUMBERS OF INDUSTRIAL PRODUCTION 

(Base: J960-100) 


1970 

1969 July August Sept. 


General Index 





Seasonally adjusted 

172.4 

178-4 

174.1 

180-2 

Crude 

172.5 

180.0 

174.8 

178.9 

Mining and quarrying 

147.4 

144.9 

133.9 

135 0 

Manufacturing 

Food maniilactiiring in- 

. 167.2 

174.0 

169.2 

173.9 

dutries 

137 0 

153.5 

148.1 

147.5 

Sugar (refined) 

149.1 

29.3 

10.6 

8.0 

Vanaspati 

142.7 

167.7 

134 5 

129.2 

Ten 

108. i 

218.7 

225.7 

221.5 

Coffee curing 

137.5 

86.4 

52.3 

49,8 

Cigarette maniifacluring 

61.4 

84.5 

165.4 

165.2 

Manufacture of textiles 

109 5 

116.9 

110.9 

112.1 

Cotton textiles 

111.7 

117.1(a) Ill. 1(a) 113.)(a) 

Cotton spinning 

Weaving of cotton tex¬ 

127.8 

132.5 

126.5(a) 128.5(a) 

tiles 

91.5 

97.9 

91.8(a) 

93.9(a) 

Woollen textiles 

54 2 

185 3 

177.1 

N.A. 

Jute textiles 

Paper and paper pro¬ 

77.8 

95.8 

89 6 

96.0 

ducts 

201.4 

:23 4 

221.4 

207.6 

Manufiteture of paper 
Manufacture of paper- 

200.2 

228 4 

222.9 

208.9 

board 

299.8 

211.4 

230 0 

NA 

Rubber products 

215 5 

213.7 

216.6 

243.9 

Tyres and tubes 

Chemical and chemical 

255.0 

258.8 

259 5 

294.9 

products 

Basic industrial chemical 
Products (including 

217.5 

223.5 

224.3 

220.7 

fertilisers) 

297.0 

293.3 

320.7 

316.6 

Heavy organic chemical 

277.1 

237.5 

265.7 

246.8 

Heavy inorganic chemicals 308.0 

3223.8 

322.5 

303.8 


1970 



1969 

July 

August 

Sq)t. 

Synthetic resins and pla¬ 
stics 

174.8 

216.8 

169.4 

213.6 

Synthetic fibres 

223.1 

248.4 

236.7 

192.3 

Dyestuffs and dyes 

198.4 

151.4 

232.4 

229.1 

Fertili.sers 

548.2 

538.4 

590.1 

656.5 

Paints, varnishes and lac¬ 
quers 

111.3 

121.8 

115.9 

418.2 

Fine pharmaceutical che¬ 
micals 

156.7 

156.5 

156.5 

156.5 

Petroleum refinery products 280.8 

282.4 

290.4 

2S2-4 

Non-metallic mineral 
products 

175.2 

191.1 

199.0 

194.4 

Cement 

173.7 

180.6 

183.1 

163.4 

Basic metal industries 

209.7 

J99.4 

184.7 

207.1 

Iron and steel basic in¬ 
dustries 

201.2 

180.6 

162.8 

187.8 

Non-ferrous basic metal 
industries 

256.0 

300.8 

303.6 

311.5 

Aluminium manufactur¬ 
ing 

424.0 

512.2 

523.5 

530.0 

Metal products 

205.1 

221.6 

206.2 

200.8 

Machinery (except elec¬ 
trical) 

349.1 

341.9 

363.3 

358.1 

Industrial machinery 

130.6 

92.3 

92.9 

104.9 

Electrical machinery 

322.4 

359.4 

352.9 

369.3 

Communication equip¬ 
ment 

646.8 

650.3 

668.3 

723.1 

Trapsport equipment 

135.4 

132.6 

125.0 

116.1 

Motor vehicles 

145.2 

165.3 

155.8 

154.9 

Motor cycles and scooters 

498.0 

677.9 

591.3 

608.0 

Bicycles and tricycles 

188.9 

194.7 

1.5.5 

198.9 

Electricity 

301.1 

337.9 

NA 

NA 


(a) Estimated, 


Source : Central Statistical Organisation 
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MONEY SUPPLY WITH THE PUBIJC 
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(Rs crores) 


Last Friday Money Total Deposit money with the public Tola! 

supply currency -—.. 

with public Total Net demand Other deposits Variations 
deposits of with Reserve in itionei 
banks Bank supply 


1960^1 

2,868.61 

1965-66 

4,529.39 

1966-67 

4,949.96 

1967-68 

5,350.07 

l%8-69 

5,779.25 

1969-70 

6,386.54 

January 1970 

6,158.69 

August 1970 

6,516.78 

September 1970 

6,559.32 

October 1970 

6,697.17 

November 1970 

6,691.13 

December 1970 

6,796.97 

January 1971 

6,933.84 


2,(S8.05 

770.56 

757.10 

13*46 

4-199.16 

3,034.28 

1,495.10 

1,478 38 

16.72 

-j-449.11 

3,196.80 

1,753.16 

1,711.75 

41.41 

4-420.57 

3,376.08 

1,973.99 

1,917.66 

56.32 

-1-400.11 

3,681.97 

2,097.28 

2,016.41 

80.88 

4-429.18 

4,010.34 

2,376.20 

2,318.30 

57.90 

-f607.29 

3,856.53 

2,302.16 

2,238.06 

64.10 

-1-122.74 

4,002.03 

2,514.75 

2,463.32 

51.43 

-68.58 

3,994.91 

2,564.41 

2,506.40 

58.01 

-4-42..54 

4,100.32 

2,596.85 

2,522.69 

74.16 

-f 137.85 

4,092.71 

2,598.42 

2,543.74 

54.68 

-6.04 

4,164.73 

2,632.24 

2,569.25 

62.99 

4105.84 

4.256.13 

2,677.71 

2,618.88 

58.33 

-4-136.87 


Sourte : Reserve Bank of India. 


RESERVE BANK OF INDIA 

(Rs crores) 



April 
2, 1971 

A week 
ago 

A 

month 

ago 

A 

year 

ago 

Issue department 





Notes held in banking 

department 

5.49 

9.59 

6.31 

26.71 

Notes in circulation 

4253.45 4211.77 4243-.33 

3916.97 

Total notes issued 

4258.95 4221.36 4249.65 .3943.68 

Gold coin and bullion 

182.53 

182.53 

182. 53 

182.53 

Foreign securities 

268.42 

273.42 

268.42 

351.42 

Rupee coin 

49 53 

51.47 

49.75 

62.38 

Government of India 

rupee securities 

.3758.46 3713.73 

3748.94 3247.35 

Banking department 

Deposits of central go- 

vernment 

Deposits of state govern 

362.47 

250.55 

346.46 

88.15 

ments 

2.38 

13.37 

3.80 

4.66 

Deposits of banks 

23.47 

217.47 

202.71 

176.25 

Other deposits 

87.18 

71.65 

76.93 

172.38 

Other liabilities 

703.75 

688.67 

650.38 

607.46 

Total liabilities or assets 1387.24 

1241.71 

1280.27 

1048.90 

Notes and coins 

5.57 

9.67 

6.39 

26.80 

Balances held abroad 

84.23 

77.01 

98.48 

117.73 

Loans and advances 

(a) State governments 430.09 
fb) Scheduled commercial 

249.51 

274.15 

189.19 

banks 

356.11 

368.37 

382.50 

213.19 

(c) State co-operative 

banks 

293.30 

306.49 

314,53 

267.77 

fd) Other Joans and ad- 

vances 

41.16 

33,93 

33.83 

12.54 

Bills purchased and dis- 

counted 

17.56 

38.08 

14.22 

71.64 

Investments 

109.16 

133.15 

112.07 

104.47 

Other assets 

50.06 

45.50 

44.11 

45.56 


SCHEDULED COMMERCIAL BANKS 

(Rs crores) 



April 2, 
1971 

A week 
ago 

A month A yeur 
ago ago 

1. Demand deposits* 

2623.03 2560.77 2578.81 

2292.28 

2. Deposits* 

3278.11 

3282.23 

.3296.07 2813 54 

3. Aggregate deposits* 

5901 14 5843 00 5874 88 5105-82 

4. Cash 

166.81 

168.56 

164.80 

144.02 

5. Balances with Re- 





serve Bank 

203-16 

195.76 194.24 

184.80 

6. Cash and balances 





with Reserve Bank 

369.97 

364.32 

359.04 

.328.82 

7. Borrowing from Re- 





serve Bank 

356.11 

368.37 

.382.51 

213.19 

8. Investment in govern- 




ment securities 

1361.02 

1363.58 

1361.15 

1201.99 

9. Advances 

3718.65 3702.87 3660-0: 

3309.38 

10. Bills purchased and 




' 

discounted 

976.26 970.79 

982.28 

698.20 

Inland bills 

765.61 

758.45 

768.73 

503.57 

Foreign bills 

210.65 212.34 

213.55 

194-63 

Jl. Total bank credit 

4694.914673.66 4642-28 4007.58 

12. Percentage of 





(6) to (3) 

6.27 

6.24 

6.11 

6.44 

(8) to (3) 

23.06 

23.34 

23.17 

23.54 

(11) to (3) 

79.56 

79.99 

79.02 

78.49 


♦Excluding inter-bank borrowings 

Source: Reserve Bank of India. 
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CONSUMER PRICE INDEX NUMBERS FOR INDUSTRIAL WORKERS 


Centre 

1965- 

66 

1966- 

67 

1.967- 

68 

1968- 

69 

1969- 

70 

1969. 

Dec. 

July 

Aug. 

1970 

Sept. Oct. 

Nov. 

Dec. 






(1949= 

= 100) 







.All-India 

J69 

191 

213 

212 

215 

215 

215 

227 

228 

230 

230 

226 






(1960= 

=100) 







AII‘India 

— 

— 

_ 

174* 

177 

177 

186 

187 

188 

189 

189 

186 

Aliniediihad 

130 

148 

168 

165 

169 

167 

175 

174 

177 

181 

177 

177 

Alwaye 

145 

1.58 

183 

198 

197 

191 

201 

198 

201 

200 

199 

197 

Asansol 

140. 

145 

168 

176 

178 

178 

188 

190 

193 

195 

196 

190 

Bangalore 

144 

159 

172 

180 

183 

181 

185 

186 

187 

188 

191 

• 190 

Bhavnagar 

132 

152 

173 

176 

178 

178 

185 

188 

190 

188 

185 

185 

Bombay* 

130 

147 

152 

167 

175 

174 

182 

181 

182 

183 

183 

183 

Calcutta 

131 

148 

163 

170 

172 

175 

184 

185 

189 

190 

190 

185 

Delhi 

136 

152 

172 

178 

185 

186 

196 

199 

200 

204 

202 

202 

Digboi 

138 

160 

198 

185 

180 

180 

188 

192 

193 

194 

196 

195 

Gwalior 

139 

160 

191 

179 

184 

184 

194 

196 

193 

195 

192 

186 

Howrah 

137 

154 

178 

181 

176 

179 

186 

187 

194 

194 

196 

189 

Hyderabad 

140 

158 

167 

173 

185 

182 

188 

189 

191 

193 

192 

191 

Jamshedpur 

136 

158 

183 

171 

170 

168 

187 

188 

188 

189 

190 

181 

Madras’^* 

134 

144 

151 

150 

160 

163 

169 

170 

171 

174 

175 

174 

Monghyr 

151 

187 

215 

185 

188 

188 

209 

207 

208 

208 

208 

199 

Mimdakayam 

138 

152 

173 

186 

191 

188 

201 

198 

203 

196 

196 

196 

Nagpur* 

138 

148 

164 

165 

176 

179 

187 

187 

191 

190 

191 

191 

Saharanpur 

141 

163 

188 

176 

181 

181 

186 

185 

183 

187 

184 

184 

Sholapur* 

128 

150 

165 

167 

176 

179 

183 

183 

185 

188 

185 

187 


■^Average of 8 months from August 1968, to March 1969. 

"'’"Figures for the period up to January 1970 have been estimated from the old Consumer Price Index Series for Madras 
City on Base; July 1935-Junc 19.^6 OOO. From February 1970 and onwards, figure sure from the Labour Bureau's 
New Series on Base: 1960-100. 


Source: Labour Bureau, Government of India. 


CONSUMER PRICE INDEX NUMBERS FOR URBAN NON-MANUAL EMPLOYEES 

(1960=100) 


Centre 

1965- 

66 

1966- 

67 

1967- 

68 

1968- 

69 

1%9 

70 

1969 

Oct. 



1970 



May 

June 

July 

Aug 

Sept 

Oct. 

All-India 

132 

146 

159 

161 

167 

168 

171 

174 

175 

175 

176 

177 

Bombav 

132 

142 

153 

1.56 

162 

165 

167 

170 

168 

168 

169 

171 

Delhi-New Delhi 

131 

142 

154 

162 

168 

169 

171 

173 

174 

175 

175 

176 

Calcutta 

126 

139 

152 

156 

162 

165 

167 

170 

170 

172 

174 

175 

Madras 

133 

147 

154 

154 

161 

160 

166 

167 

174 

175 

177 

178 

Hydurabad- 

Sccundcrabad 

133 

147 

155 

159 

167 

167 

172 

174 

175 

174 

175 

176 

Bangalore 

133 

145 

156 

160 

164 

165 

167 

168 

170 

172 

173 

174 

Lucknow 

1.32 

146 

159 

156 

161 

163 

163 

164 

166 

166 

169 

170 

Ahmedabad 

131 

146 

160 

162 

168 

169 

171 

174 

173 

172 

175 

1,73 

Jaipur 

133 

150 

162 

168 

176 

178 

180 

185 

189 

188 

186 

185 

Patna 

139 

160 

179 

174 

180 

181 

190 

192 

192 

192 

194 

194 

Srinagar 

1.34 

143 

160 

167 

174 

174 

179 

180 

179 

179 

182 

185 

Trivandrum 

131 

146 

165 

168 

172 

172 

174 

174 

176 

178 

180 

180 

Cuttack-Bhu- 

baneswar 

142 

154 

164 

167 

169 

170 

173 

175 

175 

177 

179 

178 

Bhopal 

133 

144 

166 

166 

172 

175 

174 

178 

181 

181 

182 

184 

Chandigarh 

129 

143 

155 

164 

. 171 

172' 

175 

178 

179 ' 

179 

180 

180 

Shillong 

123 

134 

155 

163 

164 

162 

162 

163 

168 

169 

167 

171 


Source: Central Statistical Organisation 
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FOR COMPLETE ENGINEERING’ 
Site Survey to final Plant erection 








Lhr. 


We specialise In the following fields 

0 ALUMINA AND ALUMINIUM PRODUCTION 

0 PULP FOR PAPER AND RAYON, 

0 CALCIUM CARBIDE 
0 CEMENT 
0 RAYON FIBRES 
0 REFRACTORY UNITS 
0 CHEMICALS 
0 TEXTILES 

0 FUEL AND STEAM EFFICIENCY 

For new projects, expansion of existing plants, 
erection and design engineering, feasibility 
and economic evaluation for all types of 
industries and complete know-how, 
please contact! 


BIRLA CONSULTANTS PRIVATE LIMITED 


45, Fairfield Road, 
Bangalore-I. 
Phone: 29539 


'‘Century Bheven” 
Dr. A. Be*tent Road, Bombay>2S DD. 

/ Phone:456351 
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Pan Am, the world’s most 
experienced airline, now offers 
the year's most exciting baigam 
a 21-day BudgetTour of the USA 
foi only $774* You see more. 

Spend less (Noimal round trip fare 
to New York $ 

Pan Am makes this possible by flying you with 
a group to the USA and back (And we will 
arrange the group). With a deal like this, you 
almost can't afford to stay at home. 

What >ou gel for your money ^ _ ... 

A round-tiip economy jet fare from New Delhi, 
transfers Irom airport to hotel and back, hotel 
Pci.ommodation,sighi-seeing tours o( New York, 
a special dinner at ‘A Taste ot India’ restaurant 
and opportunities to take side tups Irom New 
York at reasonable rates The total price or the 
tour ’ $655(Rs 4913) for air fare and $119 
for land armngements Fabulously inexpensive! 
And part of the way we will fly you on our 
fantastic 747 Super-jet. And that’s something. 


We’ve flown over one million and a half passen* 
gers on our 747s already. 

Call your Pan Am Travel Agent 
Youi Travel Agent is an expert. He’ll give you 
all the details of Pan Am’s BudgetTour of the 
USA. And give you all the assistance you may 
require Or, fill in the coupon below and mail 
it to us. 

^Subject to Government tgiproval Fares quoted are based 
on Croup Inclusive Tour Rates 


• • 



Pan American World Airways 

Chandralok 

36 Janpath. New Delhi-1 

Please send me more Information on 
Pan Am’s BudQotTour of tho USA 

Name . — - • — 

Address. i— 


Nationality___ 


♦ 

♦ 

.•-I* 

¥ 

¥ 

* 


World’s mos^ej^erienced airlitie Xa^a************************* 
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A CABINET OF SdRTS 

For a Prime Minister whose followers and flatterers are never tired of chatter¬ 
ing about the massive mandate the electorate has given their leader, Mrs Indira 
uMdhi is strangely diffident about reorganising and energising her Gjuncii of 
Ministers. Her latest exercise in this direction, for instance, was so inconse¬ 
quential that it did not even justify the cost to the exdiequer of the President 
interrupting his tour of the south to fly to N^w Delhi for swearing iii the now 
ministers. 

Not that the induction of Mr Lima Shankar Dikshit is not a welcome 
step. It is true that he has reached the biblicai three score and ten, but as this 
journal wrote in its issue of Mardi 26 ^ge S02), Mr Dikshit has rightly earned 
a place in the cabinet virture of the important role he has been playing as a 
trusted adviser and confidant of the Prime Minister in party and governmental 
aiTairs. It is generally desirable that situations de facto should be brought 
within the knowledge of the public as situations de jure and in the case of Mr 
Dikshit, there is also reason to believe that the Council of Ministers would gain 
byhism^bershipofit.. The appointment of MrC. Subramaniam as Minister 
for Planning, which preceded by a few days the latest round of changes in the com¬ 
position of the central minist^ is also a decision on whieffi the Prime Minister 
may be congratulated. If we may be permitted to refer once more to the article 
in this journal which has been mentioned already, wo had stated even then that 
there was no reason why the Prime Minister should lose time in drafting Mr 
C. Subramaniam. 

Apart from these fairly obvious decisions, the Prime Minister has continued 
to be unimaginative and unadventurous. That she has been able at last to 
drop Mr K. K. Shah does her credit no doubt, but her persisting inability to per¬ 
suade sticky ministers such as Mr Fakhruddin All Ahmed or Mr Hanumanthaiya 
to vacate their places in government in favour of more energetic or otherwite 
eligible individuals is a disturbing commentary on the failure of. her judgment 
or will to assert itself in matters of state. The result is that the Council of 
Ministers is yet to gain a collective personality of any particular distinction. 
Incidentally, it will certainly be frustrating to some of the existing Ministers of 
State that their just claims for promotion seem to have been overlooked for no 
better reason than that the Prime Minister has pmonal problems in rewarding 
merit in aspirants or resisting the pleadings of insistent incumbents. 

In this circumstance, it is but natural that the Council of Ministers should 
continue to give an impression of incompleteness. It is possible that Mrs Gandhi 
has some surprises up her sleeves and that she may pull them out even before 
Parliament assembles for the budget session which is only three weeks away. 
Meanwhile speculation naturally persists about what her ideas about and plans 
for local satraps such as Mr firahmananda Reddy or Mr V.P. Naik are and also 
how she proposes to encourage her followers in Gujarat and elsewhere by giving 
them more meaningful representation in the Council of Ministers. Simul¬ 
taneously a wider public will continue to have a grievance that for all her brave 
words the Prime Minister has not so far been able to provide the country with 
a ministry which, in its collective personnel, is not more than second rate. 

Finally, while the emergence of Mr C Subramaniam as Deputy Chairman 
of the Planning Commission has aroused disproportionate enthusiasm and 
expectations in flie country, there are no firm facts about the shape of things to 
come at Yojana Bbavan for reasonable or responsible observers to feed their 
hopes with. It is indeed regrettable that both the Prime Minister and the Mi¬ 
nister for Planning should be so evidratly unprepared for the task of completing 
the constitution of a reorganised Planning Commission. Here again, there is 
evidence t^t Mrs Gandhi has chosen to discharge her important responsibility 
for government-making in a casual or even cavalier manner. She could hardly 
have done worse had it beeu her deliberate intention that the nation should get 
the impressiou that the human material at her command is grievously deficieul 
in talent. The human element is as important for clean and good government 
as it is for any offier worthwhile public purpose. It is indeed nRist unfortunate 
fhatj after expressing their simple enthusiasm for Mrs Gandhi and he' 
promises and pledges, the electorate should find so soon after the election that 
the Prime Minister does not have or cannot find an adequate team of public 
men of unimpeachable intqpjty and sufficient competence to lead the country 
in the difficult days ahead. Over the last 23 years, the nation has been compelled 
to accept a steady deterioratiou in the quality of its leaders in government and 
while it cannot therefore be complained that the present Prime Minist^haS; 
brou^ about the situati^ that obtains today in this respect, Mrs Gandhi 
cannot escape blame % letting things drift ftirther in the same direction. 
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The Wolf Pack 


Thi: Wolf Pack in full cry and the 
quarry is, as the jargon goes, ihc mono¬ 
poly press. The irrepressible Mr Indcr 
Gujral, the ubiquitous Mrs Nandini 
Satpalhy and the sinister and scheming 
Mr Raghunathii Reddy, have all been 
vocal in recent days threatening go¬ 
vernmental measures to curb the big 
newspapers, Mr H.R. Ookhale, who 
ought to know better, has also lent his 
voice lo this chorus, Tlie charge 
against these newspapers is that they 
had not been lair to the ruling party on 
the occasion of the recent general elec¬ 
tion. One of the grounds on which 
this charge is sought to be sustained 
is tb;ii ihis s.x'lum of the press 
had failed to anticipate the sweeping 
victory of Mrs Gandhi’s party. Granted 
that the big newspapers had failed to 
anticipate the behav'^our of the ballot 
box, how can that be considered a crime 
against the conimunhy? 

It is an obvious truth that the dimen¬ 
sions of the success, whether of Mrs 
Gandhi’s party or that of the DMK in 
Tamil Nadu, look everyone by sur¬ 
prise—so much so, the immediate re¬ 
action in some quarters lo the election 
results was a suspicion that something 
had gone wrong somewhere Indeed, 
there was a crop of rumours that a 
fraud of gigantic proportiojis had been 
comnntted on the electorate. We refer 
here to these impressions in the public 
mind only for the purpose of pointing 
out that, except for some astrologers 
who in iiny ease had nothing to lose — 
not even their reputation —, very few 
were prepared for the kird of verdict 
which the ballot box eventually de¬ 
livered. The big newspapers therefore 
were not alone in their failure to anti¬ 
cipate the election results. The small 
newspapers too failed similarly — ex¬ 
cluding of course that section of the 
press which is a creature or a captive 
of Mrs Gandhi’s party or its allies; 
newspapers of this description naturally 
were noisily insisting on the excellent 
prospects of the political interests they 
were serving. 

Granted that the big newspapers had 
not been able to assess the attitude of 
the electorate correctly, how does it 
follow that the political parties which 
proved successful in the elections can 
have a grievance against the former for 
which redress would lie in punitive 
governmental action against the erring 
press? It the criterion of performance 
to b.' applied Jo the press is 
its efficiency in correctly forecast¬ 
ing • political developments or events 
would it not become permissible for 
the community to judge other institu¬ 


tions in similar terms? For instance, 
if the price level rises contrary to the 
prognostications or assurances of the 
spokesmen of the government, would 
it not amount to culpable conduct on 
the partofihe lattcr?lfitdoes, whatare 
the social sanctions which the com¬ 
munity has against such a government, 
especially when it has been so impres¬ 
sively demonstrated that political par¬ 
ties could sweep the polls by reasons 
which have nothing to do with the re¬ 
cords in providing good and clean ad¬ 
ministration? 

If what really irks Messrs Oujral and 
company is that the big newspapers had 
not campaigned for certain political 
parties or interests, the short answer 
is that no public interest is involved 
here. In a democratic political system 
in which more than one political party 
is entitled to function, it is as much the 
right of individual newspapers as it is 
of individual politicians to choose their 
respective politics. So far as legitimate 
publicity for the election campaigns of 
the Prime Minister’s party or its politi- 
tical allies is concerned, the big news¬ 
papers have certainly done their duty 
in the normal course of their reporting. 
As a matter of fact, in the very nature 
of things, they had found it a part of 
their professional obligation or service 
to the readers to give plenty of space 
to the electioneering activities of politi¬ 
cal leaders such as the Prime Minister, 
the chief ministers or other ministers 
of the central or state governments. It 
would be absurd surely for anybody to 
pretend that Mrs Indira Gandhi’s elec¬ 
tioneering had sufTered due to inade¬ 
quate publicity in the big newspapers 
for her speeches or other activities. 

If the complaint is that certain news¬ 
papers — and in this group must be 
included many newspapers other than 
those coming within Mr Ouiral’s con- 


Thc interim plan for cotton industry an¬ 
nounced by the Government of India last week 
and based on t he report of a committee appoin¬ 
ted in February, 1045, to advise them on post¬ 
war planning of the industry contains a num¬ 
ber of important tcatures whiah deserve exami¬ 
nation. In the First place the plan is to be an 
all-India one, embracing within it the States 
no less than the provinces., The targets of pro¬ 
duction, the location of the new mills, the' dis¬ 
tribution of spindicage and looms, the condi¬ 
tions to bw imposed arc to apply over the whole 
of the country. What weight is attached to 
this aspect of planning by the Committee may 


demned circle of ‘big newspapers*— 
had editorially expressed the view that 
the country might benefit from one 
political party rather than another or 
one combination of political parties 
rather than another coming to power 
at the centre or in a state, it must be 
stated very firmly indeed that only 
practitioners or would-be practi¬ 
tioners of the politics of totalitarian¬ 
ism would demand that newspapers 
should not be free to advocate the causes 
of parties of their choice. To sum up, 
Messrs Oujral and company seem to 
resent the fact that a free press has in¬ 
sisted on using its freedom. 

In the ordinary course the country 
should be able to afford to let such 
political groups nurse their grudge. 
Unfortunately the sweeping nature of 
the election victory of the party to 
which these politicians belong has made 
it possible for the authority of the state 
and the machinery of government to be 
used for settling scores. There is reason 
to believe that the series of outbursts 
against the big newspapers by the 
ministers of the central government to 
whom we have referred here is a prelude 
to measures which the Prime Minister 
and the central cabinet may persuade 
themselves to adopt for putting checks 
on or creating difficulties for the big 
newspapers. Given the fortunate limi¬ 
tations that the Constitution imposes on 
the government acting in a manner 
which is prejudicial to the proper func¬ 
tioning of a free press, it may be ex¬ 
pected that the powers that be would ex¬ 
plore all possible means of bringing 
political pressure on the management 
of big newspapers to submit themselves 
to forms of structural reorganisation 
that may compel them to function only 
on lines which are acceptable or ad¬ 
vantageous to the party in power or 
the government of the day. It is possible 
that the public declamations of Messrs 
Oujral and company arc a preliminary 
exercise in softening up the will to resist 
of the ‘marked’ newspapers. 

This apart, there is certainly enough 
ingenuity to be found in the government 


be seen from the warning they utter that **if 
the Government of India cannot arrange for 
the compliance of all provinces and States to 
the principles of this post-war plan we are of 
the opinion that the whole question of plan¬ 
ning for the expansion or erection of pew mills 
in India must be abandoned.** These are strong 
words, and from a body of business men per¬ 
fectly understandable. Unfortunately the 
matter is not .so simple as the Comniittee seem 
to think. With the future constitution of 
India in the melting pot, the filttsent Govern¬ 
ment cannot enforce the principle, however 
much they may approve it. 
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to think of other or more direct mea¬ 
sures to weaken the position of tte big 
newspapers* particularly by hitting at 
their finances. Against this background 
there is every reason to expect that the 
forthcoming budget may present pro¬ 
posals for taxing heavily the advertise¬ 
ment revenues of the bigger or perhaps 
only the'big’ newspapers. At this stage, 
it is difficiSt to see what these news¬ 
papers or 8'wider public interested in 

Jute—With Visit 


the freedom of the press as a safeguard 
of democracy could do to discourage 
this possible threat to the independence 
of newspapers. It will nevertheless be 
useful to state our just fears about 
what may i^ssihly be the govern* 
ment’s intentions since this itself would 
help public opinion to recognise the 
true nature of the governmenrs propo¬ 
sals or decisions as and when they arc 
made public. 

and Boldness 


Mr L.N. Mishra, the union Minister 
of Foreign Trade, in his address to the 
annual meeting of the Indian Jute Mills 
Association in Calcutta last month, 
urged the industry to act ‘“with vision 
and boldness now’* lest it should very 
soon find itself left behind by its rivals. 
But the jute industry cannot by its own 
efforts do much to improve its competi¬ 
tive strength unless the Government of 
India also acts with “‘vision and bold¬ 
ness”. But Mr Mishra’s speech did not 
provide much evidence of a new 
approach on the part of the Ooveni- 
ment of India towards the problems 
faced by the jute industry. It seems 
too optimistic and, in some places, 
revealed even a complacent attitude. 

The minister devoted more attention 
to the rising domestic demand for jute 
goods than to the problems relating to 
exports. He appealed to the industry 
to realise the significance of the ‘‘vast 
and truly amazing prospects” arising 
from the internal demand for jute goods. 
But can the industry derive much satis¬ 
faction from this trend when the govern¬ 
ment, as the largest* purchaser of jute 
goods, has been niggardly in offering a 
reasonable price for its products and, 
more unfortunately, does not pay 
promptly even the amounts due to the 
mills at the uneconomic rates? The go¬ 
vernment absorbs nearly 50 per cent 
of the total tonnage of jute goods but 
how exactly has it been dealing with the 
industry? This is what Mr Wahi, the 
outgoing President of the IJMA, said: 
*‘The Association entered into a long¬ 
term agreement to deliver to the Direc¬ 
tor General of Supplies and Disposals 
1.20 lakh tonnes of B. Twills over a 
15-month period from January, 1970. 
This deal, however, placed the supplying 
mills in a very difficult position. The 
terms of contract left much to be desired 
and turned out to be heavily weighted 
against the mills. Mills had to sell at 
a price which was far below the market 
price: in cases where they did not 
manufacture B. Twills, mills had to 
secure the goods from the market so aS 
to honour their contracts with the 
DOS AD: nulls luid, moreover, to 
forgo lar^ ^mounts as penalty in the 
absence of a fipree mqfewe clause in 
the contract, over and above the most 
exasperating d^ys in payments which 


occurred. Very briefly, 1 am constrained 
to say that the agrreement with the 
DGSAD damaged the liquidity posi¬ 
tion ot the mill companies very grie- 
ously.” 

If New Delhi has been unhelpful in 
regard to domestic sales, it has been 
unimaginative in its approach to the 
export problems of the jute industry. 
It continues to levy export duties even 
after their harmful consequences Iiave 
been clearly revealed during the last 
years by making our jute goods less 
competitive in the world markets. Mr 
Wahi suggested that the abolition of 
export duties would not be enough. It 
was important to provide suitable in¬ 
centives in the form of cash assistance to 
the mills on their consumption of raw 
jute, tax credit certificates for exports 
and full drawback of all local taxes. 

Mr Mishra was silent on this subject 
presumably because it was mainly the 
concern of the Ministry of Finance. 
But unless Udyog Bhavan strongly 
supports the case of the jute industry, 
Mr Chavan is unlikely to announce any 
export incentives during the forth¬ 
coming budget. The incentives need 
not necessarily be exactly on the lines 
suggested by the IJMA. They can ta ke 
other forms. But the point is that 
unless something is done in this direc¬ 
tion, the fight against synthetics cannot 
be carried on successfully. Mr Wahi’s 
warning on this aspect deserves care¬ 
ful consideration by the union Ministry 
of Finance. He said: “Our sandbag 
market for jute in the US, which used 
to account for a cut-up of some 230 
million yards of fabrics annually, has 
gone to synthetics. The extent of the 
threat to jute carpel backing from this 
source is underscored by the fact that 
the share of jute in the total primary 
backing used in the US tufted carpet 
production declined from 80.6 per cent 
m 1968 to *61.6 per cent in the third 
quarter of 1970. Over the same period 
share of synthetics has gone up 
from 16 i>cr cent to 33 per cent. The 
irony of our export p^ormance last 
year lay in the fact that the largest cont¬ 
ribution to the decline in exjports came 
from jute carpet backing, hitherto 
known as the industry’s saviour, and 
foreign exchan£» earnings from this 
item atone, which amounted to Ra 110 


crores in 1969, went down to only Rs 
60croresover the next 12 months.” 

Mr Mishra regretted that the in¬ 
dustry’s response to the government’s 
appeal to expedite expansion and 
m<^ernisation had been ’’extremely 
poor”. He also deplored the lack of 
‘any serious interest on the part of the 
industry in research and produce de¬ 
velopment’*. But Mr Mishra did not 
consider how the industry could en¬ 
thusiastically carry out its programme 
of modernisation and research when 
money was not forthcoming even for 
day-to-day working. As Mr Wahi 
said, “mills are desperately short of 
working funds. Heavy trading lasses 
in previous years on top of the huge 
capital investments made on plant re- 
liabiliiation and installation of broad 
looms have greatly strained their finan¬ 
cial resources. The requirement of 
working capital has, however increased 
many times in recent years because of a 
large rise in the mills’ conversion and 
raw jute costs. To make matters worse, 
the mills do not now obtain any inter- 
trade accommodation which they 
previously enjoyed”. Mr Wahi added 
that while the industry had urged on 
the Reserve Bank and the State Bank to 
reduce the margin on the mills’ draw¬ 
ing powers against their cash-credit 
limit, the latter had increased them! 

Mr Mishra called upon (he jute 
growers to “redouble their efforts” to 
step up production of jute and mesta 
to the maximum. But how is this going 
to be achieved when, in Mr Wahi’s 
words, there are “staggering gaps” 
between the requirements and supplies 
of improved seeds, fertiliser, insecti¬ 
cides, and agricultural implements? Is 
it surprising then that the average yield 
of jute has not reached even three bales 
to the acre? It is not clear whether, 
and how, the Jute Corporation is going 
to play its part in improving the pro- 
ductivily of raw jute. Unless the state 
governments concerned take a special 
continuous interest in the cultivation 
of raw jute, it will be difficult to achieve 
the target of 84 lakh bales for the 1971- 
72 season. 

Neither Mr Wahi nor Mr Mishra 
commented on the impact of Bangla 
Desh on the prospects for our jute in¬ 
dustry. This was understandable since 
the situation across the border conti¬ 
nues to be uncertain. Even so. New 
Delhi should remain alert and be more 
responsive and sympathetic to the prob¬ 
lems faced by our jute industry. 


’<1GADA In Almora” 

IIm article under the above caption by the 
Editor which appeared on pages 7S5-57 of 
Economist* dated April 30, 197}, 
summed up the impressions of a recent visit to 
the project under the auspices of the Embassy 
of the Federal RepuMic of Germany in 
New Delhi, 
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Performance Audit in Action 

P« chattopadhyay 


Tuf, Audit Report Commercial^ issued 
ever year by ihe Comptroller and Audi¬ 
tor-General of India (CAG) since 
1963, has not received the kind of atten¬ 
tion in our country that it should have. 
True, the report is placed in Parliament. 
The recommendations and observations 
made in it are taken over by the Com¬ 
mittee on Public Undertakings for pur¬ 
suance with the government for imple¬ 
mentation. The report has been avail¬ 
able in a handy published form year 
to year. But in spite of all this, there 
docs not appear to have been any seri¬ 
ous objective discussion on it, except¬ 
ing, of course, the casual references 
from time to time in various sections 
of the press. There are several reasons 
for this rather unsual case of under¬ 
utilisation of analysis and information, 
if not indifference. One immediate 
reason is perhaps that the report probes 
into the failings and the accounting 
lapses of the public undertakings in 
which many are not interested. 

Detailed Examination 

The detailed examination relates to 
selected undertakings from year to 
year and there is not much of conti¬ 
nuity of information thrown up in the 
process. Since 1963, for instance, one 
gets highly relevant details regarding 
Hindustan Steel, the Nepa Mills, the 
two air corporations, the National 
Coal Development Corporation, Hindu¬ 
stan Insecticides, the National Mine< 
ral.s I>evelopmei)t Corporation, Ferti¬ 
lizer Corporation of India (dificrent 
units in different years), the Oil and 
Natural Oas Commission, etc. Viewed 
in isolation, the observations on indivi¬ 
dual underiakinp do not have much of 
a general appeal. However, viewed as 
case studies in performance audit, the 
report carries a message which is at 
once interesting and instructive. It 
also shows a trend in the conte.xt of the 
attitudes and approaches of the CAG 
towards e!e\’ating this exercise from 
the status of routine official audit to 
that of an expert inquiry intending to 
assist the undertakings to run better. 
This is indeed a major break in the 
sense that instead of merely examining 
the accounts that audit implies, and of 
reporting on the accounting lapses or 
on the proprieiy of expenditure, tlie 
trend is towards gauging the operations 
in the light of objectives and reporting 
on the realisation thereof involving 


different policies of management and 
the government. 

Since 1963, the Audit Report Com¬ 
mercial has undergone some transfor¬ 
mation. The unassuming, slick volume 
of 1963 contained information and ana¬ 
lysis that could be termed radical in 
many ways. It put together details 
which were scattered in different sources 
earlier. Its precursor in 1962 indicated 
the trend it took to in 1963. The 1964 
and 1965 issues of the report were also 
of the same kind as of the 1963 issue, 
excepting that the coverage of under¬ 
takings and the shades of the cover 
page were different. The approaches 
were essentially on traditional lines, 
namely, the discharge of CAO’s res¬ 
ponsibility as the guardian of public 
funds. However, even in these, one 
gels some iniimate details of the func¬ 
tioning of the units examined that are 
not available elsewhere. Details of cost 
of production, for example, have been 
given in respect of some units and also 
some of the policies of management, 
which are useful, to say the least. 

The report, since 1966, has been much 
larger not only because of the focus 
put on a larger number of public under¬ 
takings but also because of exploration 
in greater depths of the units examined. 
Between 1966 and 1969, the report 
indicates the second phase of its evolu¬ 
tion. It contained during these years 
the observations and analysis made by 
the Directorate of Commercial Audit 
under the CAG. 

Current Phase 

The constitution of the Audit 
Board as a result of the recom¬ 
mendations of the Administrative 
Reforms Commission and the report 
issued for 1970 have marked its third 
and currrent phase. The current phase 
of evolution of the report has shown 
some approaches, that are noted at pro¬ 
per places below, which seem to have 
made a major departure. The present 
phase strongly indicates the desire of 
the CAG to make the report a true 
exercise in performance audit. This is 
indeed a healthy trend. There are cer¬ 
tain requirements in this respect that 
need be fulfilled. 

The undertakings covered in detail 
by the report between 1966 to 1969 are: 

1966—Hindustan Steel: Hindustan 
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Shipyard; Hindustan Photo Films 
Manufacturing Company. 

1967 Indian Oil Corporation; 
National Coal Development Corpora* 
tion; Rehabilitation Industries Corpo¬ 
ration; Hindustan Antibioitics; Hindu¬ 
stan Machine Tools; Garden Reach 
Workshops; Mazagon Dock Limited; 
Fertilizers and Chemicals Travancore; 
Nahan Foundry. 

1968— Fertilizer Corporation of India 
(Trombay and Sindri units), Hindu¬ 
stan Cables; Praga Tools; National 
Industrial Etevelopment Corporation. 

1969— Mining and Allied Machinery 
Corporation; Hindustan Steelworks 
Construction; State Trading Corpora¬ 
tion of India; Bharat Earth Movers; 
General Road Transport Corporation; 
Minerals and Metals Trading Corpora¬ 
tion of India; Hindustan Aeronautics 
(Bangalore Division); Bharat Electro¬ 
nics ; Handicrafts and Handloom Cor¬ 
poration of India. 

Subjects Probed 

The details looked into relate to the 
history of development of each under¬ 
taking, the projects of the undertakings, 
project estimates vis-a-vis actuals 
in relation to construction work, 
cost and operational details, production 
performance with respect to targets and 
achievements, order position, operating 
efficiency, manpower analysis, labour 
efficiency, financial results, costing sys¬ 
tem, pricing of individual items pro¬ 
duced, the internal control measures, 
individual items of assets and their uti¬ 
lisation, investment and administra¬ 
tion with respect to townships, etc. 

The coverage given to individual un¬ 
dertakings taken up for detailed scru¬ 
tiny has varied from undertaking to 
undertaking, depending on the nature 
of products dealt with, the market and 
size as also the complexities involved in 
individual cases. 

In the case of muUi-plant under¬ 
takings, the report gives comparative 
details with respect to the operations 
of each individual plant. In cases of 
inquiry into single plant of multi¬ 
plant undertakings, such comparative 
details however, are not available. 
Usually, three years’ details arc given, 
though in some rare cases, figures for 
more years are also available. The 
cases of Hindustan Sled and Fertilizer 
Corporation would corrobarate this. 

After having been laid down on the 
table of Parliament, the report has 
been taken up by the Committee on 
Public Undertakings for pursuance with 
the government. One illustration of 
the nature of such pursuance is available 
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in the context of the remarks and ob¬ 
servations of the CAO on the National 
Coal Development Corporation in 
the 1967 report. The tenth report of 
the Committee on Public Undertakings, 
fourth Lok Sabha, has dealt with these 
observations. In 1970, the actions 
taken by the government and the 
said undertakings on the recommen¬ 
dations of the committee on public 
undertakings made earliw 
available. A perusal of the CPU re- 
port and the actions taken thereon sug¬ 
gests that the figures dealt with relate 
precisely to those years which w»e 
included in the of the CAO. This 

has different implications. One of them 
is that the information gap starts de-. 
veloping afterwards. The other is that 
the changes that take place are not 
reflected unless the details are updated. 


Jn the present context, it can be opined 
that this exercise of the CAG does not 
go in vain as far as it goes and with refe¬ 
rence to its rather limited purpose. Jt 
is also true that each of the observa¬ 
tions is taken into serious view. A 
number ofimprovements in the method 
and procedure of working in the under¬ 
takings have been initiated by the CAO. 
This is no mean achievement. However, 
because of the short period for which 
each undertaking examined comes under 
focus, the public interest in the report 
has not been as strongly built as desir- 
rable. The CAG and the CPU can 
easily do something in this regard. 


Comprehensive Report 

The 1970 report in ten parts. The 
iirst part introduces the undertakings 
and gives the summary information 
on financial performance, including the 
marginal comments on characteristic 
practices noticed in individual under¬ 
takings. The summary information 
given relates to capital invested and re¬ 
turn on capital employed without and 
with the interest charged to profit and 
loss account. This information is an 
extension of similar information given 
in the report in the earlier years. Parts 
2 to 9 relate to the examination of 
the National Buildings Construction 
Corporation, the Shipping Corpora¬ 
tion of India, the National Mineral 
Development Corporation, Heavy 
Electricals (India), the Indian Telephone 
Industries; the Heavy Engineering 
Corporation, the Oil and Natural Gas 
Commission and Bharat Heavy Elect¬ 
ricals, respectively. Thus, one public 
corporation and seven government 
companies have been covered. Part 10 
records the individual irregularities and 
a stimmary of the company auditors’ 
report. The comprehensive appraisal 
of individual undertakings, each of 
which is dealt with in a separate volume, 


covers about similar ground depending 
on the nature of the undertakings. 

The details given relate lo capital 
structure and capital expenditure deci¬ 
sion, performance analysis, utilisation 
of individual factors of production, 
costing systems, pricing policy and cost 
analysis, materials management and 
inventory control, internal audit, etc. 
In regard to some of these undertakings, 
cost composition, customer composi¬ 
tion, order position, etc., have also been 
given in addition lo other details. In 
some other cases, even break-even ana¬ 
lysis has been included though the 
chart has not been given. Thus, 
while the coverage of topics included in 
the cases of individual undertakings has 
been somewhat different, it falls in a 
common pattern so that the undertak¬ 
ings can be assessed comparatively, 
alter making due allowance for the 
individual characteristics of each 
undertaking; the areas of its function¬ 
ing and the complications in production 
and distribution involved in each case. 

Distinctive Feature 

One distinctive feature of the Audit 
Report Commercial 1970, is that in the 
case of certain undertakings, the custo¬ 
mer composition has been given to 
stress the fact that some of these under¬ 
takings sell in conditions of mono¬ 
psony. For example, the Indian Tele¬ 
phone Industries sells almost 80 per 
cent of its total production to the Posts 
& Telegraphs department of the Gov- 
vernment of India. Sales to other custo¬ 
mers also relate mostly to the depart¬ 
ments of the central government and 
various state governments. In such 
conditions, profitability analysis should 
be based essentially on the fact that the 
higher the profit of the undertakings, 
the greater the loss of the concerned 
government department. The logic of 
the formation of limited companies in 
such situations is doubtful, to say the 
least. As a matter of fact, the Indian 
Telephone Industries is only one among 
many such undertakings in the public 
sector where there is no market for 
the undertaking as such and the govern¬ 
ment, in its different departments, poses 
as almost the hundred per cent custo¬ 
mer. To appraise these undertakings 
on the basis of commercial considera¬ 
tions and pronouncing judgements on 
the commercial performance of these 
undertakings would appear to be 
. grossly uncalled for. 

The Comptroller and Auditor-Gene¬ 
ral should be congratulated for bringing 
out this extremely useful publication. 
As noticed earlier, the report for 1970 
is the first since the establishment of the 
Audit Board. It is hoped that it will 
be widely publicised. On the other 


hand, it is also expected that similar 
details of all undertakings should be 
made available with the same time di¬ 
mension in view by the office of the 
Comptroller and Auditor-Ocneral. In 
this context, it is also to be stressed that 
some details on the line of the review of 
of performance by the Directorate o<" 
Commercial Audit should be continued. 
Instead of appending to annual reports 
only, these should be put together in 
one paper or volume. Apart from other 
benefits arising I'rom such continuation, 
these details seem to be the only com¬ 
prehensive and authentic measures of 
appraisal not available anywhere else. 
The discontinuation of these reviews 
would mean a break in a useful service 
that the CAG has been rendering to the 
students of public undertakings. 

Inadequacies I Underlined 

The report from 1963 to 1969, and 
also in 1970 in a limited way, has under¬ 
lined certain inadequacies which re¬ 
quire to be noted. These inadequacies 
are not of the CAG as such. They arise 
out of the procedures adopted for the 
purpose of inquiring into the affairs of 
these undertakings. The following are 
pointed out for due consideration 
of the concerned authorities: 

(1) Out of a large number of under¬ 
takings under the control of the central 
government and under the audit juris¬ 
diction of the CAO, only a few arc 
taken for detailed scrutiny. In terms of 
percentage they may not exceed 10 per 
cent of such undertakings under the 
central government. 

(2) There seems to be some duplica¬ 
tion of effort arising out of the inquiries 
initialed by the Committee on Public 
Undertakings, the audit conducted by 
the Comptroller and Auditor General 
and professional audit conducted by the 
chartered accountants. 

(3) The lime horizon of examination 
of individual undertakings as available 
from the reporr docs not extend beyond 
three or four years. After an inquiry, 
all seem to forget about what is happen¬ 
ing in these undertakings. The data 
thrown up by these inquiries are not 
extended. Though not entirely uncom¬ 
mon, very few of these undertakings 
have gone in for repeat examination. 
This partly avoids the duplication men- 
tioneo earlier, at least it minimises. 
However, since the report of the profes¬ 
sional auditors comes in a rather 
straitjacket manner, it does not help 
assessment of operations. 

(4) The information given in part one 
serves little purpose, 

(5) Many of the modern management 
techniques for assessing and reporting 
performance such as break-even analy- 
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sis, indict.; of cost and productivity 
and other measures of performance, 
PERT and CPM, etc., do not seem to be 
applied in the cases of most of these 
inquiries. The result is that some of the 
oh^rvations ultimately come down to 
the level of routine. The effects on per¬ 
formance of the observations arising out 
of these inquiries arc not watched over 
time. 

It has been mentioned earlier that the 
review by the erstwhile Directorate of 
Commercial Audit appended to the 
annual reports of different undertakings 
on a continuous basis would appear to 
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be the only availaWe, albeit scattered, 
sourw of certain types of information 
relating to the performance of mdividua! 
undertakings. In fact, these reviews 
would be a belter substitute for the in¬ 
formation in part one. The annual re¬ 
ports of Hindustan Steel, Fertilizer 
Corporation of India and FACT, for 
instance, have given such reviews every 
year for the last few years. These ana¬ 
lytical reviews have generally been noted 
widely. It is submitted here that the 
CAG should not discontinue these re¬ 
views. These arc pointed out here main¬ 
ly because they can be rather easily 
sorted out. 


Welcome **Emperor Ashoka*^ 

R V. MURTHY 


“li i'V>;k proof were needed that big 
things can be built from the smallest 
beginnings, with little more to sustain 
them at first than the love, the sweat 
and the sacrifices of a few, I would 
say, look at Air-lndia'\ declared Mr 
J.R.D. Tata. Chairman, Air-lndia, 
whilst welcoming the guests that had 
gathered on the grounds of the 
Santa Cruz aerodrome, in Bombay, 
on Sunday April 18. Jt was truly a 
great day in the life of Mr Tata, even as 
it marked an epochal event in the annals 
of Indians commercial aviation. The 
evidence was the large crowds that had 
started collecting even from the early 
hours that day to welcome “Emperor 
Ashoka’\ Air-Tndia's first Boeing 747. 
The crowds and the traffic jam that were 
witnessed on the occasion reminded one 
of the days when, in the early years of 
our independence, distinguished guests 
like ficr Majerty the Queen of England 
or the President of the United States of‘ 
America arrived in India. Evidently, 
the people of India have no qualms to 
spread the red carpet to these '“empe¬ 
rors’' even when the princes are totally 
taboo! 

It is from small beginnings indeed 
that Air-lndia has grown, to judge from 
the various stages of its growth which 
Mr lata delineated on the occasion. 
Surely we have wended a long way from 
the mud hut aerodromes, the corruga¬ 
ted iron shed aircraft hangars and the 
fr'.igilc aircraft of four decades ago to 
the international size airports, the huge 
hangars and the giant aircraft of today. 
But the road that had to be traversed to 
make the journey has been a rocky 
one involving many frustrations and 
headaches and not a few drops of tears 
as well for tluxse that give their lives 
m the service of the airline. However, 
the joys of achievement “of doing the 
best job wc conk) in the most exciting 


businc.ss in the world” ha,ve sustained 
these stalwart pioneers. 

Here arc some interesting details from 
the Puss Moth days of 1932 to those of 
“Emperor Ashoka” of 1971. The Puss 
Moth (second-hand) cost Rs 20,000 
each, whereas the Boeing 747 costs 
just about 10,000 times more — a 
bare Rs 19 crores as Governor A\i 
Yawar Jung put it! (Rs 19 crores, by 
the way. would be enough to build a 
1200-room luxury hotel or a 20,000 
ton ship). The Moth’s single 
engine just “neighed*’ with the power of 
100 horses, whereas the 4-engined Boe¬ 
ing 747 roars cruising at 600 miles an 
houronajetblast of80,0(X)HP. There 
was no radio in the Moth, but “Empe¬ 
ror Ashoka” is a veritable beehive of 
electronic and automatic equipment, so 
much .so it seems, a pilot is hardly 
needed; literally, the 747 flies and navi¬ 
gates itself. Some mail bags and one- 
man crew were all that Puss Moth had 
to handle, but the 747 can accommodate 
346 passengers in luxurious comfort. 
In between the Moth and the 747 were, 
of course, that “giant airliners” or 
“flying bolels” (as they were then des¬ 
cribed — the DC 25 and DC 35—that 
came in the wake of World War II, 
the 44-scatcr Lockheed Constellations 
and the bigger 70-seater Super-Constel¬ 
lations. The Boeings came only in the 
sixties, ushering the jet age with them. 
But even as between Boeing 707 and 
747, let us noi forget, wc have added a 
decade’s sophistication. The Boeing 
747 is the world's largest commercial 
jet airliner ever to land in this country, 
it is three times the size of Boeing 707, 
being 23 r4'’long with a 63'5* high 
ui’J taller than an average six-storcy 
building! 

The cargo capacity of Boeing 
747 is 20 tonnes and the thrust 
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of each of its four Pratt and Whit¬ 
ney T9D-3AW engines is 45,000 
lbs. Each of these engines weighs 8,5(X> 
lbs. and the bare engine alone costs 
$795,000; with the cost of all compo¬ 
nents fitted (which is another $400,000), 
the total cost of just one engine comes 
to more than a million dollars. Despite 
the considerable size of these engines, 
it is noteworthy, Boeing 747 is “a quiet 
giant” and “virtually smoke-free”. 

Aif-India is to have four of these 
Boeing 747s. Two of these that will 
form the later batch will have even more 
powerl^ul engines — 47,000 lbs thrust, 
—but the engines of the other two, in¬ 
cluding the one that has arrived, will 
also be stepped up from 45,000 lbs. 
to 47,(KX) lbs by suitable modifications 
by Air-India’s engineers themselves 
later on. Orders have already been 
placed for these modification kits, 
each of which will cost approximately 
$ 200 , 000 . 

Mass Market Demand 

With such expensive aircraft, how 
will Air-lndia continue to operate pro¬ 
fitably, especially with the reces.sion 
through which the industry has been 
passing, particularly in America. Mr 
Tata’s answer to this poser was: “Al¬ 
though Rs 90 crores for four 747 is a lot 
of money, thanks to the plane’s larger 
capacity and newer and more efficient 
technology, their operating costs will 
be lower than those of our present 707s. 
So, if wc can obtain a reasonable load 
factor, we certainly hope to continue 
making a profit for the government”. 
He also added: “For the first time in 
the history of air transport, the industry 
will have an aircraft capable of meeting 
a mass market demand. Provided that 
hotel accommodation and the capacity 
of Indian Airlines are built up quick 
enough, our 747s should play an im¬ 
portant role in bringing additional 
tourists and valuable foreign exchange 
to India”. As regards, the recession 
in air travel in America, he said: “We 
hope that air travel will soon resume 
its upward curve. Furthermore, we shall 
have for some time the built-in advan¬ 
tage of being the only ones lo operate 
these magnificent aircraft on oiu- Blue 
Ribbon route. As regard the ‘P’ form, 
we can only hope that government 
will find it possible to relax it further, 
if not abolish it altogether soon”. 

For its part thus, Air-lndia has done 
everything it can possibly do—from 
exterior finish to interior decor to its 
planes — to give a fillip to air travel 
and tourist traffic. If the way so well 
paved by Air-lndia is to yield the maxi¬ 
mum results, it behoves the authorities 
to match the imagination and enterprise 
of this proud undertaking. They must 





CASHBRN eeONOMlST 


794 « 




■ .•'"'nV 


The •xportir’t frM > 

DEKABANX/ 

can kelii you U* 

to devolop and expand \\ y y 
youroxporta. x>.‘\ 

V • m 



CoDMHght Circus 


In DELHI our Brunches ut: 

Chandni Chowk * Subzi Mandl * Kcrol Bagh 
* Drryu Ganj * G. B. Road. 

We also hare Branch at i Chhatarpur * Okhla 





















EASTERN ECONOMIST 


r 


f4AW 

A HIGH YIELD OF 



PER 
ANNUM 



7-YEAR 

NATIONAL SAVINGS CERTIFICATE 

(iv issue) 

is an excellent savings proposition 

IntoiMt up to Ito. 300e in « year including 
interest on other taxable securities and 
deposits is FREE OF INCOME-TAX. 

ASK YOUR POST OFFICE FOR DETAILS 

umm stnm mmaim 

















May 7,1971 

also act expeditiously to enable Air- 
India both to meet the extremely keen 
competition that obtains in this field and 
to repay the loans taken from the 
Export-Import Bank from Air-India's 
own earnings, as Mr Tata hopes to do. 
Let them also underline and keep be¬ 
fore their eyes these words of Air- 
India's chairman: -'With a recession 
still stalking the US, the present is a 
hard time for the world airline industry 
when the giants have been making astro¬ 
nomical losses.” 

It may not be out of place here to 
refer to what BOAC wants to do since 
putting its jumbo 747s into service re¬ 
cently. Unless BOAC halves the fares 
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to fill the s^ts, we are told/* the Cor¬ 
poration will inevitably go into the red 
along with all the other big airlines”. 
Accordingly, a proposal is being seri¬ 
ously considered to have a holiday- 
makers’ return fare (from the UK to 
the USA) of £75, which compares with 
the cheapest off-peak ordinary fare of 
$208! Along with this proposal, BOAC 
is also contemplating to enter the char¬ 
ter market. Charter airlines, it is esti¬ 
mated, account for one out of every five 
passengers that now cross the Atlantic. 
But the latter proposal is not regarded 
as being half so effective as the former. 
If and when the £75 return fare becomes 
a fait accompli^ where will Air-India 
stand? 
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latter operated. Increased productivity 
and closer control of production costs, 
he stressed, were the two weapons that 
the ancillaries could effectively use to 
tackle this problem; they could rely on 
automobile manufacturers for provid¬ 
ing technical know-how. In the de¬ 
velopment of hew ancillaries, the auto¬ 
mobile manufacturers, Mr Sule said, 
could be approached for help in select¬ 
ing processes, designing of tools and in 
arranging for the testing of finished 
components. Mr Sule expressed s^ilis- 
factivui over the fact that imported com¬ 
ponents in most vehicles manufactured 
in India liardly represented a fraction 
of one per cent of the value of vehicles. 
He stressed that, although the industry 
had a country-wide network, there 
should be no Icl-up in our efforts t > 
catch up with the technological ad¬ 
vances made in the west. Foreign tech¬ 
nology he thought, would help us in 
“buying tomorrow's technology today,'’ 

A number of participants in the semi¬ 
nar spoke on the potentials of ancillary 
units in the electronics industry. Mr 
P.A. Bhat, Managing Director of AMan 
Electronics, suggested that Maharashtra 
should establish an integrated industrial 
estate exclusively for the production 
of elcdronics/items, both for the domes¬ 
tic and export markets. This estate 
should encourage capital-intensive, 
incdium-scale ancillaries and 
service oriented projects. Entcrc- 
prcncurs should not be made lo 
wait long for licences, clearances, 
permits, etc. The Electronics Com¬ 
mittee appointed by the Government 
of Maharashtra should examine 
the proposed projects from the broad 
principles of national policy and give 
permission without loss of time. 

Processing Raw Materials 

Dr B.M. Wadia, of Semi-Conductors 
Private Limited, also gave a brief ex¬ 
position of the role of ancillaries in the 
electronics industry. This industry, he 
said, consisted of six layers of techno¬ 
logies which made it difficult to put 
forth a quality product. It began with 
the processing of primary raw materials 
lo a high level of purity. Next came the 
processes of conversion ^f the high 
purity raw materials into components. 
This was an area which was heavily 
Standardised. Circuit sub-assembly. Dr 
Wadia thought, held out great scope 
for ancillaries. He asserted that no rules 
could help the development of ancil¬ 
laries unless the principal and the ancil¬ 
lary units concerned were prepared to 
collaborate. 

Mr Venkatraman, of Philips India, 
who also spoke on the electronics in¬ 
dustry, said that it was a very difficult 
task to locate good p*ariics in the ancil¬ 
lary field. Small parlies who under- 


Ancillary Industries in Maharashtra 

M- R. MEHER 


Thi; confi renck held recently in Bom¬ 
bay by the Maharashtra Economic De¬ 
velopment Council on ancillary indus¬ 
tries highlighted the . problems and 
potential of these industries. The role 
of ancillarv industries in widening the 
industrial base, in discovering new cnlre- 
prenuerial talent and in promoting em¬ 
ployment is generally acknowledged. 

The Chief Minister, Mr V.F\ Naik, 
referring to the fact that Maharashtra 
has over a thousand large units in the 
private sector, observed that if a sound 
policy in respect of ancillary units was 
•evolved, there would be a bright future 
for the ancillary units in the state. He 
urged the conference to indicate suit¬ 
able guidcrines. The government,, he 
said, was willing to give all the necessary 
bclp. The state Ancillary Industries 
Committee had been constituted last 
year bringing about healthier relation¬ 
ship between parent and ancillary iii- 
•dustries 

Dr Pranlal Patel, a representative of 
the automotive ancillary sector, ob¬ 
served that the automotive industry 
•came next to the textile industry 
in contributing lo the GNP of the 
country. Underscoring the role of re¬ 
search and development of invention 
in ancillary industries in this sector, he 
said that the technological content in 
automotive manufacture in the ancil¬ 
lary sector should go up. He referred to 
the great leap in Japan in the applica¬ 
tion of SQC (statistical quality control) 
techniques at every sta^ of manufac¬ 
ture, Also keen attention, he pointed 
out, was paid there to market research 
and redesigning of a product.” Dr 
Patel stressed the need in India for 
the application of SQC techniques as 
in Ja:^n. Our main drawback in this 


direction, he said, was the lack of ade¬ 
quate teaching facilities. 

Mr B.R. Sule. Managing Director 
of Mahindra and Mahindra, referred 
to the development of the automobile 
industry in the country. Already vehi¬ 
cles and spare parts, he pointed cut, 
Nvere beingexporled in significant quan¬ 
tities. There was a demand for various 
automobile components produced by 
the ancillary units. The ancillary indus¬ 
try, therefore, he felt, had a bright 
future. In order that these bright 
prospects should be converted into 
reality, Mr Sule emphasised, it was 
necessary to keep in mind the problems 
arising from the design of automobile 
components and the overriding need for 
consistent quality of these components. 
There was also the necessity for the 
closest co-operation between the main 
manufacturers and ancillary producers 
to ensure maintenance of quality stan¬ 
dards. Since 45 to 50 per cent of a vehicle 
consisted of bought-out components, 
in many cases the quality of a complex 
vehicle would be according to the quali¬ 
ty of the components. Another factor 
was that in an assembly line such as a 
car or scooter plant the cost of stoppage 
for a day was extremely high. Therefore 
any uncertainty of supply in terms of 
quantity or quality results in high 
inventories having to be carried to 
overcome this hurdle. This, in turn, 
added considerably to the cost of pro¬ 
duction of a vehicle. 

Referring to the spiralling wages in 
the ancillary industries, Mr Sule said 
that there was a limit to the cost in¬ 
creases on this account which they 
could expect the automobile manufac¬ 
turers to absorb, in view of the direct 
and indirect controls under which the 
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took tbc supply of small quantities of 
componets gave the required quality 
but as the qutiuiiiies of supply increased, 
quality was not kept up to mark. 
The remedy, according to him, was 
the inevitable lightening of tolerance 
in higher IcncIs of production. U was 
Mr Venkatraman’s view that ancillarics 
should confine themselves to only a few 
processes and small-scale production. 
CHlicrwisc, they would lose the econo¬ 
mies of scale. Underscoring the 
imp(»rlance of documentation, he sug¬ 
gested that due steps should be taken 
to encourage engineering practices like 
preparation of drawings in the ancillary 
sector. 

Lack of Quality Raw Materials 

Mrs Sharayu Daftary, Managing 
Dircclor of Bharat Radiators, said that 
the rejection rate of products of ancil¬ 
larics in this industry was high due 
In lack of quality raw materials. Since 
the ir.dustry could not get all the raw 
materials needed, it would be desirable 
to create cells for assistmg allocation 
of raw materials to the needy units. 
Regarding the maintenance of quality, 
pointed out that it was beyond the 
'each of small ancillarics to have their 
ywn testing equipment. There should 
he, therefore, suitable arrangements to 
set up facilities and make them available 
to small ancillary units. 

Mr i-l.S. Hhalty, of the Federation 
of Associations of Small Scale Industries 
of India, made out a strong ease for 
earmarking certain areas of manufac¬ 
ture in electronics to the small man. 
He regretted that the big units were re- 
liiclanl to relegate production of even 
the one-band transistor radios to the 
small units. Taking the case of radio 
assembly which had been in existence 
in the country for the Iasi 22 years, he 
pointed out Hull the big unilscontinued 
with this fiinclion instead of taking up 
advanced fields. He wished that the 
ancillary farm-out in this sector had 
been cfieolcd long back. Mr Bhatty 
further submitted that electronics as 
it field involved technologists and they 
should be encouraged to enter this in¬ 
dust iv. If ancillarics were to make 
at^y fieudway in this field, the cap¬ 
tive component market should go and 
small units should be allowed to take 
up simpler technologies. 

Another anomaly in this industry, 
Mr Bhatty thought, was that what w'as 
good for the international market was 
pot necessarily good for the internal 
market. In this connection, he drew 
attention to the existence of component 
jobs in Japan. In India, he said, they 
were hard to get. Regarding exports, 
the small units, Mr Bhaitsaid, should 
be given the same benefits which were 
made available to evporicis in general. 


He suggc&ted that in electronics, cir¬ 
cuit assembly should be the rule and not 
the exception. He also expressed the 
desirability of reviving iheidea of putt¬ 
ing up an electronics laboratory at 
Borivli with the aid of the CSIR. 

Mr N.M. Desai, Managing Director 
oi Larsen and Toubro, dwelt upon the 
development prospects of general en¬ 
gineering ancillary industries in Maha¬ 
rashtra. Although he was convinced 
that they had a bright future, he 
called upon the manufacturers to 
demonstrate their ability to produce 
superior quality goods. The general 
engineering ancillary industries, he said, 
were passing through a technological 
transition in that their structure was 
changing from, ‘facility maintenance in¬ 
dustries' to ‘facility creating industries’. 
This transition called for great skill in 
processes as also in the management. 

Dr C.J. Dadaclianji, Managing Di¬ 
rector of NOCIL, referred to the as¬ 
tounding progress made in the west in 
petrochemicals and said that we in 


No Time 

NORMAN E- 

Ir IS a real honour for me to have this 
opportunity to dwell upon some of the 
recent developments in agricultural 
food production, namely the “green 
revolution." T would like, at the out¬ 
set, to say that in accepting the Nobel 
Peace Prize. ! did so in the name of 
agriculture, in its broader sense, for 
I well know' that 10 fingers and one very 
mediocre brain cannot accomplish 
what has been achieved in increasing 
the w'orld food production, especially 
that of wheal, in the last few years. 

It is the rcsull of the collective iiUer- 
disciplinarv ell oris of hundreds of 
scientists in many parts of the world. 
Indian scientists have played a major 
role in launching the green revolution. 

In aildiiion to the contributions of 
scientists, extension workers and 
officials, we must recognize that food 
is produced on the land by the farmers 
thcmschcs. M\ heart goes out to the 
millions of small farmers in many parts 
of the world who in recent years have 
had the courage to accept the new' dis¬ 
coveries of science, to apply them on 
their small pieces of land and thereby 
struggle onward to increase their stan¬ 
dard of living. These people are the 
real heroes of ilic green revolution, 

I would like to say .something about 
where and how the reseafeh that pro¬ 
duced ll\c seed and technology upon 
which the green revolution was based 
began and how u came to produce fruit- 


India could do likewise provided the 
economic climate was improved and 
the manufacturers of petrochemicals 
took upon themselves to make a direct 
contribution to the growth of consum¬ 
ing industries and ancillarics. He gave 
particulars of the large scope w'hich 
the field of plastics offered for the de¬ 
velopment of ancillary units in the small 
sector* He went on to say that a petro¬ 
chemicals complex had recurrently re¬ 
quired chemicals, catalysts and spare 
parts. If these imported items were 
manufactured indigenously, there would 
be savings in foreign exchange, apart 
from the employment they oficred in 
the medium and small-scale sectors. 
Small and medium-scale units Dr 
Dadachanji stressed, could flourish in 
the packing and container industries. 
The requirements of NOCIL alone, he 
pointed out, would come to merely Rs 
75 lakhs a year and each of the down¬ 
stream chemicals and plastics plants 
dependent on NOCIL for feedstock 
would have substantial requirements of 
these items 


to Relax 


BORLAUG 


This is the text of the second Coromandel 
Lecture delivered recently in Delhi by Dr Nor¬ 
man Borlaug who, for his researches in agn< 
culture, which have led to a revolution in wheat 
production, was awarded the Nobel Peace 
Prize last year. While hiahlighting the specta¬ 
cular results achieved by the application of new 
technology and the inter-disciplinary efforts in 
laboratoiy and farm. Dr Borlaug cautioned in 
this lecture that there in no time to relax. 
New species of grains have to be expeditiously 
developed. In this connection he made a refere¬ 
nce to ‘Tritlcalc” on which work is currently 
going on. Despite all the advances made by 
science and technology. Dr Borlaug stressed, 
however, the urgent need to control population 
growth. 

The first Coromandel Lecture was delivered 
last year by the distipguished British scientist 
Sir .1o.seph Hutchin«on, F.R.S. and Professor 
Emeritus at the L'liiversity of Cambridge. 
He emphasised the importance of soils. *‘l^j| 
was a living thing’', be said, which needed to 
he domesticated and improved. 

This lecture scries was instituted last year 
by Coromandel Fertilisers. 

ful results in what seemed to be a very 
short period of time. Some of the dis¬ 
coveries that have been applied here 
in India with great success go back to 
the “quiet revolution" that began in 
Mexico more than 27 years ago. At 
that lime, back iu 1943, at the invita¬ 
tion of the Government of Mexico ancf 
with the financial assistance of the 
Rockefeller Foundation, a very modest 
programme was begun to try to bring 
science and technology to bear on the 
food production problems of Mexico. 
Tiic crops chosen in the beginning were; 
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maize, wheat and beans. Subsequently, 
other crops were added. The pro- 

f gramme had a twofold function — first- 
y, to find out what could be done as 
soon as possible to increase food pro¬ 
duction, and secondly, to train a whole 
corps of new scientists. It was a long, 
slow process and it took 12 years to 
produce enough wheat to meet Mexi¬ 
co’s needs. From that day, in 1956, to 
this, Mexico has been self-sufii:ient in 
this crop. The same has come to be 
true in the other basic food crops of 
the Republic of Mexico. 

Now in looking back to 1960, you 
see, when I was invited by the Food and 
Agriculture Organisation of the UN 
to make a survey of the wheat produc¬ 
tion needs from Morocco as far as 
India, I did so with great concern. We 
had come to believe that it would take 
18 to 20 years, based on the Mexican 
experience, to develop the varieties and 
technology, and train a whole corps of 
new scientists to assume the responsibi¬ 
lities of carrying these results to the 
farm to solve the food problems. In 
many countries we visited, it became 
obvious that there were veryfew trained 
scientists and shortcuts had to be found 
to overcome the food deficits. India, 
unlike others, was very fortunate in 
this respect, in that it had a large corps 
of well-trained scientists. Thus in 
1963, when I had the good fortune and 
privilege of coming to India a second 
time, at the invitation of the govern¬ 
ment, we looked at the production 
problems in many parts of the country. 

Similarity of Conditions 

It became apparent that there were 
similarities of conditions here and 
in Mexico and I felt it might be possible 
to increase wheat production more ra¬ 
pidly and dramatically than was possible 
in Mexico. I won’t go into details; 
simply I will say this, that a big effort 
was made to bring in relatively small 
quantities of seed to test on research 
stations here in India in 1963, follow¬ 
ed by larger quantities in 1964. Based 
on very promising results, the Govern¬ 
ment of India moved to import 250 
tons of seed in 1965 after two years of 
testing. This laid the base for the break¬ 
through that followed. After a further 
year of widespread testing, it seemed 
advisable in 1966 to bring in even larger 
quantities of seed. This was done when 
the then Food Minister, Mr C. Subra- 
maniam, imported 18,000 tons, with 
the spectacular results that are now his¬ 
tory. 

Never before in the history of world 
agriculture had such large quantities 
of seeds of varieties developed in an 
entirely different part of the world, been 
introduced into a new country half¬ 
way around the world. The reason for 


this success was the outstanding re¬ 
search that tod been done here by the 
Indian scientists and extension workers 
and its transplant to the farms. The 
value of the varieties has been firmly 
established. There were many people 
in the world who thought that great 
risks were involved. There are always 
risks involved when you are dealing 
with biological entities and biological 
systems. This is inherent with change, 
but change wc must or perish. 

Many Lessons 

There are many lessons that we should 
learn from tto transplant of new techno¬ 
logy from one part of the world to an¬ 
other. If we look back and survey what 
has happened, we will find that first 
of all the scientific and technological 
information that the new changes de¬ 
pend on, must be thoroughly reliable. 
This can be done only through experi¬ 
mentation where the varieties have been 
tested under different soil, ecological 
and climatic conditions. But you can 
have the best science and technology in 
the world, and it won’t produce food. 
There must be sound economic policy 
established by the government which 
will stimulate the production of the 
crop and which will permit the applica¬ 
tion of the new science and technology, 
so that both small and large farmers can 
be encouraged to participate. This, of 
course, implies a reasonable and stable 
price for the grain that the farmer will 
sell. 

The inputs must be available, es¬ 
pecially fertilizer. Credit must also be 
provided for the purchase of these in¬ 
puts. Demonstrations are very impor¬ 
tant and they must show spectacular 
differences in yield as compared with 
the results that have been obtained be¬ 
fore with the old technology and the 
old systems of growing the crop. If 
this is shown, there is little doubt in the 
mind of the farmer as to its worth. The 
farmer, who has lived close to starva¬ 
tion, will not risk the change for an 
increase in production of five per cent 
or 10 per cent. If one can demonstrate 
that on the farmer’s own land,it j.s 
possible to double, triple or quadruple 
the productivity, and if government 
policy is such that it will make it econo¬ 
mically feasible for him to apply 
the new technology, he will move. 
This has been vividly demonstrated by 
Indian farmers. The pre-green revolu¬ 
tion record harvest of 1965 achieved 
in an ecologically favourable year was 
12.3 million metric tons. The 1968, 
1969 and 1970 crops have been record- 
breaking in turn, culminating in a har¬ 
vest of more than 20 million metric 
tons. This is a tremendous increase. 

The increased production has done 
many things to change the total eco- 
nomy of the country. It has not simply 


produced more food, more bread, and 
more chapatis, but it has opened new 
vistas in overall economic development. 
It has had indirect effects on other crops. 
Speaking of wheat itself, you sec, it 
was not that this great increase in pro¬ 
duction came from increased acreage, 
put was for the most part the result of 
increasing the yield per acre. This fact 
becomes of particular significance as the 
world population increases. It is al¬ 
ready impossible in many countries to 
put more land under the plough. There 
is a growing and ever-increasing short¬ 
age of land suitable for agricultural 
production. Thus, for the loresceable 
future, in most of the densely populated 
areas of the world, the increase in food 
production must come from increasing 
yields per unit of cultivated area. It is, 
therefore, very gratifying to see that 
from the all time previous high of 1965, 
when the average yield per hectare was 
of the order of900 kilos, it has increased 
to approximately 1,400 kilos at present-— 
a very significant increase indeed. It 
also indicates that there is still a great 
possibility for increasing yields even 
further if science, technology and re¬ 
search is carried forward and if de¬ 
monstrations arc extended to other areas 
with vigour. 

Indirect Effects 

Now what has happened in other 
crops? What are the indirect effects? 
First of all, before there can be much 
effect on other crops, additional new 
technology must be developed. But 
there is a certain carryover, as for 
example in the use of fertilizer. If a 
small farmer sees that he has doubled 
or tripled his yield of wheat by applying 
the recommended technology, it takes 
little imagination on his part—and they 
are all very smart indeed — to give simi¬ 
lar treatment to his other crops. I 
have great respect for the traditional 
farmers all over the world. They must 
never be underestimated. They arc very 
intelligent .Many may be illiterate, but 
to have survived, as they have, they 
must have imagination, versatility, and 
an ability to adapt to new situations 
when it is worthwhile to do so. When 
the small farmer tos seen the value of 
the fertilizer on his wheat crop, he imme¬ 
diately begins to explore the possibility 
of what it will do on the other crops 
that he cultivates. He will do this much 
faster and more efficiently, if the ex¬ 
tension service is prepared to tell him 
how it is to be done. But even if this 
assistance is not forthcoming, he will 
make many adjustments, and so you 
see, the indirect effects are felt in their 
impact on other crops. Of course, if 
the new seeds arc also available in 
these crops, it immediately permits 
greater efficiency in the use of fertilizer. 

Now it so happens that some people 
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CAN SOUTHERN SUGAR INDUSTRY SURVIVE? 





slogan 


wi'iK mmoNG 

ly PBHSHMG! 




We're producing Sugar to 
optimum capacity. And we've 
more than met the three 
Plan targets. 

Yet we're sufTering...running 
heavy losses—facing 
extinction! 

Because of the Government's 
Sugar policies, which are 
detrimental to the Sugar 
Industry in Tamil Nadu, 
Pondicherry, Andhra Pradesh, 
Mysore, Kerala & Orissa. 

INDUSTRY OF, DY & FOR 
THE PEOPLE 

The Southern Sugar Industry is not in 
the hands of a few capitalists. It is 
virtually owned by tens of thousands 
of tampers and rural investors of middle 
& lower classes. 

Who depends or> it? About 3.00,000 
sugarcane growers — to whom the 
industry pays Rs. 80 crores annually. 
And over 45,000 workers — whose 
annual wage bill is over Rs. 9 crores. 


Tha Industry fUianoas cana-growars 
ttirough loans and also gives bank 
guarantees, timely quality Inputs, free 
tecbnical advies of experts, selected 
seed-setts, transport facilities, road 
maintenance, etc. 

For continued cordlillty of relationship, 
and because most factories are In 
undeveloped areas, the Industry 
extsnds every conceivable amenity to 
Its workers — housing, sanitation, 
canteens,fairprioo shops, dispensaries, 
hospitals, special medical camos, child 
welfare eentree, reereation, cnildren'e 
education all for the workors* 
welfare. 

Though seasonal and agro-based. the 
industry has always risen to the goats 
of socto-economic iustice, through 
maximum production and employment. 
Yet the industry is suffering. Will the 
Government realise and redress our 
plight? So far, our appeals have not 
been heeded. 

BITTER FACTS ABOUT SUGAR 

In Southern States, we are now losing 
over R$. 11 per bag of Sugar on an 
average. Here are some reasons: 
e Recovery of Sugar f?om cane is low 
in the South; in Tamil Nadu as low as 
7.97o. or 79 kg, of Sugar per tonne of 
cane — against 9.4%, or 94 kg. of Sugar 
per tonne ol cane, assumed Iw Govern¬ 
ment for fixing cOne prices. Controlled 
Sugar price is also based on this very 
assumption. 


• The Government’s release orders are 
not equitable. Maharashtra, for example, 
produces 10 lakh tonnes of Sugar a 
year — i.e. more than all Southern States 
put together — but today hold^ no 
stocks of last year's production, and 
has sold over 1,00,000 tonnes of this 
year’s production. On the ether hand, 
we still hold roughly 15% of last year’s 
production end aKn ihp entire current 
year’s production (over 6 lakh tonnes 
valued at Rs. BOcrores). We suffer most 
in stock accumulation and unlifted 
allotments, 

• Excise rates have skyrocketed » up 
to 1,400% since the first impcsltion. 

• Last year alone, the Excise rise was 
63% on free-market Sugar, and now 
’free’ Sugar is selling at less than the 
controlled price. 

• In 1965. the Sugar Enquiry Commis* 
Sion recommended that a buffer stock 
be built up. In 1969, the Tariff Commis¬ 
sion endorsed this. The Government 
has not acted on this. Result? We pay 
crores of rupees in interest & service 
charges on stocks.That is whywearein 
unprecedented arrears to cane-growers. 

• The Government has not fully heeded 
Tariff Commission recommendations in 
fixing Sugar price, ft has also ignored 
the Reserve Bank of India evaluation 
in 1967, showing poorest earnings of 
all by Sugar Industry, The condition Is 
worse today. The impiementation of the 
Second Sugar Wage Board Award from 
1969 will further Increase our cosU. 
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RESULT? 

We are facing a crisis. If this 
continues, the Mills may have 
to close down or curtail cru¬ 
shing. 

WHO WILL SUFFER? 

Nearly 3 lakh cane growers. 
And also over 45,000 workers. 


WHAT'S THE REMEDY? 

In the interests of national 
economy, cane growers, 
workers, and the public, the 
GOVERNMENT SHOULD 

• IIHLO W mm STMKS 

« REHeVE DISCRHIIWTOIIY EXCItE 
LEW ON ‘FiEE’ SINUB 
« REDUCE CANE CESS/PURCHASE TAX 

• UNR MNmUM CANE PRICES WITH 
RECOVERY OF U% AND lELOW, 
WITN SWTASLE PRENRHH FOR 
MIONER RECOVERY 



WN tiM SovMHnnt ict — tafcra H'l tM libP 



THE SOUTH MMM 
SUGMt MILLS 
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think th'>t the green revolution is due 
to magic seed. Let me say this, that 
there is no nwgic seed. In order to 
change the production of any crop, 
seed is but the catalyst. Tltesp very 
• sh(^ri-strawcd varieties do have a built- 
in capacity for high grain yields when 
they arc properly grown, when they arc 
properly fertilized, sown at the right 
lin>c and in the ri^ht density. They 
can respond to this new technology 
and, therefore, produce much more 
grain per kilo of plant nutrient applied. 
So they v'lre efficient, tlicy are a catalyst 
for change, but there is no magic seed. 
In producing the background informa¬ 
tion, which has been applied with such 
wonderful success here in India, it is 
the composite cHect of the experimental 
work that'has been done in all of the 
disciplines that bear on this production 
problem. Genetics and plant breeding 
have produced the new model of plants. 
The agronomists and soil scientists have 
found what fertilizer and in what quan¬ 
tity it should be applied for different 
soil types and how to manipulate and 
handle the moisture most efficiently. 
The plant pathologists have contri¬ 
buted to the understanding of the re¬ 
sistance to disease. The same goes for 
the entomologists. Both have assis¬ 
ted in the formation of these varieties 
or in protecting them against epidemic 
infestation. All these disciplines contri¬ 
bute to the development of a new variety, 
or course, the cereal chemists have 
contributed also from the standpoint 
of how best to utilize these new grains. 

Economic Development 

What has this meant to other aspects 
of economic development? Until the 
last five or six years I worked in trying 
to improve agriculture in many different 
countries without fully comprehending 
what a valuable and important tool 
crop production can be for overall 
economic development. This is parti¬ 
cularly true in those countries of the 
world, where you have very large pro¬ 
portions of the total population engaged 
in agriculture — in some cases 60 to 80 
per cent. Now, where one has this vast 
sector engaged in agriculture, where 
man> are living outside the economy, 
.subsisting on a small plot of land with 
very little to sell and having no pur¬ 
chasing power, the whole economy 
lags. In the last three years, however, 
if one considers the wheat crop alone, 
approximately $1.8 billion was added 
to the gross national product, above 
that of the a>l-time high level of 1965. 
This has gone directly into the pockets 
of tfic farmers. They have money for 
the first time; they begin to buy things 
tliai they never purchased before. They 
begin to demand and get small machines 
that arc not necessarily labour-displac¬ 
ing. in order to belter handle their crops. 
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thresh it more rapidly, get it under co¬ 
ver, and prepare the land for their 
next crop. Many goods that, 1 am sure, 
they felt they could never have in their 
lifetime, suddenly arc found in their 
own homes, a transistor radio, a sewing 
machine and many other things that 
many of us privileged people take for 
granted. This has a way of affecting 
the whole economy. I can sense it, I 
have seen it here in the villages in the 
last two years. It brings a different 
rhythm to the whole economic life of 
the community. This is something that 
wc must strive to spread to a larger seg¬ 
ment of the population and increase in 
rhythm. If wc do so, 1 have great faith 
that wc will sec within the next two 
decades a change which hardly seemed 
possible only a short time ago. 

Indirect Effect 

One of the other very interesting, and 
T think significant, changes that has been 
brought about by this rapid change in 
crop production, is its indirect effect on 
the scientist and the farmer and how 
they work together. It has been my 
experience in many countries that be¬ 
fore science proves its worth in helping 
to solve his problems, it is not accepted 
by the farmer. This is understandable. 
Science must serve human needs, ifit is 
to be respected and if it is, in turn, to 
obtain proper support from government. 
Here 1 have seen Indian scientists in 
the national demonstration programmes 
carrying these new results to the farms. 

1 have seen a whole change in the rela¬ 
tionship between the farmer and the 
scientist and vice versa. To win the res¬ 
pect of the farmer is difficult, to main¬ 
tain this respect is equally difficult. There 
is no way of putting a value on this, 
but 1 am sure that if these contacts are 
maintained and strengthened, it will 
lead to further development. 

Now despite these achievements in 
the past, there is rto time to relax- The 
future has many many problems. Wc 
must extend the so-callcd green revolu- 
lution to other crops. Wheat must not 
continue to carry the load. It is my 
understanding that progress is now be¬ 
ing made and the rapidity of change will 
.surely be increased in the next tw'o 
years in rice and sorghum; maize is 
already moving. Unfortunately, there 
are certain advetvse effects, you see, 
when one crop moves faster than others. 
It tends to displace some of the other 
crops. This has actually been happen¬ 
ing In the case of w'heat with relation to 
pulse crops. Pulses arc very important 
in nutrition in India. They supply 
much of the protein and help to balance 
the cereal diets which are,ilcficient in 
lysine, tryptophane and certain of the 
other amino acids. Together, they com¬ 
plement each other very well, but if 
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yields of one crop, in this case pulses, 
are stagnant and not increasing and the 
yield of wheat that is comi^titive with 
it (yields of pulses) in the winter season 
moves forward, you get displacement. 
The only way to correct this is by agg¬ 
ressive research in the development of 
higher yielding varieties of pulses. Some 
progress has been made in this in re¬ 
cent years, especially in the pigeon-pea. 

I hope that it will be forthcoming in 
other pulses, so that the balance bet¬ 
ween pulses and wheat will return to 
the required equilibrium. I am sure 
that there are certain places also where 
there has been displacement and re¬ 
placement of other crops such as cotton. 

If cotton yields are stagnant, and if 
rice becomes high yielding, one wnll 
have a similar situation in these two 
crops where water is not a limiting 
factor. So, in order to have continued 
progress, we must have balanced pro¬ 
grammes in research, education and - 
extension in all the crops that are im¬ 
portant to the economy of the nation. 

Tt is not good enough to make a break¬ 
through on one crop. It can pave the 
way to progress in others but there will 
be increased need for more productive 
scientists and better budgetting to sup¬ 
port research and extension, if we are 
to keep pace with the growing needs. 

Resistance to Disease 

What arc the possibilities of increas- 
ing production? Whal arc the needs? 
First of all, we cannot be complacent 
with the progress that has been made 
even in wheat. There is always the dan¬ 
ger of loss from diseases. The breadth 
of disease resistance must be broadened 
and increased in depth if wc are to avoid 
disastrous epidemics. There are many 
who think that the wheat breeding pro¬ 
gramme here in India has a narrow 
genetic base. This is not true. I would 
like to say that the current research pro¬ 
gramme on wheat in India is the broa¬ 
dest in the world, both in genetics and 
in breadth and scope of agronomic 
research; it now has very good balance 
in plant pathology research, it is broa¬ 
dening out in cereal chemistry and the 
same goes for entomological research. 

Nevertheless, even where there has 
been a long research heritage, where 
vast quantities of money have been 
poured into research, you can have 
accidents, if not disasters. During the 
past year, in the USA there was a tre¬ 
mendous epidemic of southern leaf 
blight of maize. Various estimates put 
the reduction of the crop at from 400 
million to 700 million bushels over what 
was anticipated when the crop was 
flowering. The United States was very 
fortunate indeed in having very large 
warehouse stocks to bridge the gap. 
Maize is used there mainly as a feed 
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grain for producing livestock products. 
It was not a complete disastert but even 
now the seeds with built-in resistance 
are not available in adequate quantities 
to convert more than 20 per cent of the 
total area to be planted in the coming 
year. If the environmental conditions 
are right, the country will be vulner¬ 
able for the second straight year and 
there could be a ‘‘magnificent” disaster. 
What 1 am trying to say is that there is 
a continuous struggle when trying to 
produce more food and at the same time 
safeguard production. We cannot rest 
on the accomplishments that have been 
achieved. We must look forward and 
build greater safety into our pro¬ 
grammes. The only way to do this is 
to continue research in plant breeding 
and through the development of chemi¬ 
cals that can be used, in certain cases, 
to protect the crops. 

Research must also be broadened to 
reduce losses from insects. This is more 
true of other countries, since India is 
fortunate in not having some of the 
more harmful insects. Insect resistance 
can be built in, but it is time-consum¬ 
ing. 

We do not know what the yield po¬ 
tentials are for the main crop plants we 
grow. We must struggle to increase 
these but must also explore the possi¬ 
bilities of forming new plant species. 

World Production 

Let us take a look at what has hap¬ 
pened in food production in the world. 
Agriculture is new in a relative sense. 
It is only nine to ten thousand years 
old. Berore that time, man lived as a 
member of a wandering small tribe or 
family of people, living from hunting or 
fishing and fruit gathering. It was not 
until nine to ten thousand years ago — 
and curiously enough, this change look 
place very rapidly — that man, I should 
rather say woman, almost certainly, be¬ 
came farmer and animal husbandry- 
man. It was almost certainly woman, 
since she was largely the Ibod-gathercr 
who found that by planting seeds 
she had collected for food, at the right 
time of the year, she could insure the 
food supplies for the family. Before 
that time it was not possible to develop 
villages or cities and so all of the things 
that we take for granted, the large cities 
and our very civilization, and all the 
complexities of life, have taken place to 
a large extent in these ten thouand 
years. 

I have been speaking now about our 
food supplies of today, but stop to 
think of the implications of those nine 
to ten thousand yefars. We have not 
added one single crop species of any 
significance to those plants that our 
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unnamed bencl'uctors brought intt> 
cultivation. The same is true for ani¬ 
mals. All of the major animal species 
that serve as food were domesticated at 
about the same time. What we have 
done ill the last few hundred years and 
especially in the last hundred years is to 
improve the efficiency of some of these 
plants and animals — the important 
ones — but we have not created any 
new ones of substance. 

The Main Question 

The question now i$ how much more 
can we increase the total capacity of 
production of wheat, rice, maize, sor¬ 
ghum and millets which are the main 
food crop cereals? How much more can 
we increase the milk production of our 
dairy cattle? How much can we in¬ 
crease efficiency of our poultry pro¬ 
duction? We don’t know how close 
we are to the maximum amount 
that scientists can squeeze out of these 
species of today, not only genetically 
but also by manipulating soils, fertili¬ 
zers and feeds. We have seen within the 
last 10 to 15 years that wheat yields un¬ 
der controlled conditions have been 
doubled and tripled. Can we do this 
again? I doubt it. The same is true of 
rice. In an earlier period, hybrid maize 
doubled the potential capacity of this 
crop or increased it to two and half 
times what was formerly thought to 
have been the maximum possible. As 
we approach the higher limit, it is more 
and more difficult to move the yields 
higher, but we must continue to struggle 
on because our life, our very existence 
is tied to what wc arc able to achieve 
in increasing productivity. 

We must explore new possibilities. 
If the present crop plants came into 
being before scientific man evolved, wc 
should be able with all of our modern 
techniques to produce entirely new food 
crops that will outperform, those that 
are grown today. 

For the.last six years, in the Interna¬ 
tional Maize and Wheat Improvement 
Centre wc have been working co¬ 
operatively with the University of Mani¬ 
toba in Canada on a man-made species 
called Triticale. To make this species 
one begins with a cross between rye and 
wheat. It is then manipulated with a 
certain alkaloid which doubles its 
chromosome number enabling it to 
develop as a partially fertile plant. This 
is a different kind of plant, a plant which 
has certain characteristics in common 
with the two parents, but others which 
are different. It seems possible that we 
may be able soon to develop a Triticale 
which will have certain advantages over 
its parent species. If this can be done 
with Triticale, it behoves those of us 
who arc working in this field to attempt 
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to produce many other new combina¬ 
tions. 

There are new techniques that have 
been developed in laboratories which, 
permit the crossing of species that have" 
never been crossed before. There arc 
techniques now available where it may 
be possible to cross species by somatic 
txdl hybridisation. We must explore all 
of these as wc are faced byever-rncreas- 
ing problems in our efforts to solve food 
production needs. 

One of the most interesting and 
lascinaring aspects of agricultural re¬ 
search in the last four to five years has 
been the possibility of increasing the 
nutritive value of cereal grains. You see 
in affluent countries where animal pro¬ 
ducts arc available, and sold at a rea¬ 
sonable price, diets are more or less 
balanced by using a combination of 
cereals, fruits, vegetables and such ani¬ 
mal products as milk, cheese, eggs or 
meat. Among high income groups 
balanced diets are usually automatic; 
but among the low income groups, 
especially the small peasant farmer, this 
is not true since he obtains 70-80 per 
cent of his calories and 65-75 per cent 
of his protein from cereal grains. It 
so happens that all the cereal grains are 
deficient in some of the essential amino 
acids, the building blocks from which* 
proteins are made. This means that 
people, especially children, who do not 
obtain animal proteins in their diets, 
arc likely to be malnourished. 

Startling Discovery 

About six years ago^ a young gra¬ 
duate, student, Lynn Bates, at Purdue 
University, was analysing a series of 
maize samples. He found one, called 
Opaque-2, wWch wc students 35 years 
ago had seen in our genetic laboratories. 

It was considered only a curiosity be¬ 
cause it did not transmit light. Wlien 
Bates analysed this particular sample, 
he found it has twice the ordinary level 
of lysine, the most limiting amino acid 
for animal and human growth. When 
he took it to his research professor, Dr 
Mertz said: “You must have made a 
mistake. You better go back and ana¬ 
lyse it over again.” He did, but got the 
same result. Needless to say, many pro¬ 
fessors have not had their noses out 
of the test tubes since and have been 
analysing hundreds and thousands of 
samples of coni from that 'day to 
this. When this particular sample of 
maize was fed to white rats, with the 
added necessary minerals and vitamins, 
they grew at twice the normal rate of 
those fed on ordinary maize. When it 
was fed to young piglets, they too grew 
at twice the normal rate. But the most 
significant tests of all were those con¬ 
ducted at the Children’s Hospital in 
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Cali, Colombia. Youngsters who were 
dying from protein starvation were fed 
with gruels of Opaque-2 maize and 
within seven to eight weeks, ^they re¬ 
covered spectacularly. 

There were certain difficulties in pro¬ 
ducing or incorporating this particular 
nutritive value into high yielding varie¬ 
ties of maize. All of these have not been 
surmounted even to tliis time. Progress 
is being made. The original varieties 
that were developed yielded 10-12 per 
cent less because the kernels were of 
lower density. Moreover, the kernels 
were softer in texture and consequently 
damaged more by insects. They were 
more vulnerable to rot in the car before 
the grain was harvested. Within the 
last two years, in our research centre 
in Mexico, wc have found modifying 
genes that can be incorporated to over¬ 
come these defects. Wc hope that with¬ 
in two or three years there will be maize 
varieties that will be fully equivalent 
to the best types formerly available - 
hybrids or open-pollinated synthetics 
which will have this very great im¬ 
provement in nutritive value. If this can 
come about, the small peasant farmer 
in the hills of Asia, Central America, 
Peru, Bolivia, or any part of the world 
can greatly improve the nutritional 
l^tandard of his family through plant¬ 
ing, harvesting and replanting such a 
variety. 

Since everyone now has become cons¬ 
cious of the possibility of improve¬ 
ment in nutrition, it has been found that 
there is variation in lysine level also m 
barley. One called Hyproly of Ethio¬ 
pian origin, has been studied exten¬ 
sively at the University of Lund in 
Sweden. 1 think Dr L. Monck, who is 
conducting this research, is visiting 
India. Barley, therefore, looks very 
promising. 

Nutritional Value of Triticale 

Let us consider the nutritional value 
of Triticale, the new man-made species 
about which I spoke earlier. Within 
the last six months we have, in collabo¬ 
ration with Dr F. Elliot in Michigan 
State University, been conducting some 
nutritional tests with this grain. Here 
again he found 10 or 12 lines that, W'hen 
fed to rats, appear even more nutri¬ 
tious than Opaquc-2 or Hyproly barley. 
Wc diiMi’t know enough about this, but 
this has opened a whole new possibility 
of improving our nutritional standard 
for the people of the world who live 
primarily on cereals. This pro¬ 
gramme must be pushed forward 
aggressively in ihc years ahead. 

But food is not enough. One can 
live only approximtclv three weeks 
wirhvvLit food. J am deeply concerned 
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about world population growth, I think 
we have the posibility now, if we work 
diligently and aggressively in our agri¬ 
culture, to buy 20 to 30 years of time. 
For this period I foresee we can produce 
the quantities of food that arc needed 
in this world. 

I here is still the problem of its distri¬ 
bution. 1 have the feeling that if it were 
only food it could be as simple as just 
increasing cereal production by 30 per 
cent. This is probably all that is needed 
to supply the food needs of the world’s 
cereal-eating people. But this is not the 
only problem. Wc have difticulties in 
distributing food and,this is why it 
is so important to increase the produc¬ 
tion capacity of the small farmer. He 
must have some purchasing power to 
start the wheels of development turn¬ 
ing. I have the feeling, if we can keep 
this momentum, he will consume more 
food and there will be much greater 
commerce and exchange — first na¬ 
tionally, and then internationally, and 
all of this will be to the good of the en¬ 
tire world within the next 10 to 20 
years. 

Inter-Related Problems 

Before this can be realised, there arc 
a w'holc series of inter-related problems 
that we must confront relating to 
this whole question of population 
growth. We will destroy ourselves un¬ 
less we can keep pace with the growing 
needs for employment. In many de¬ 
veloping countries of the world, it is 
estimated that 20 per cent of the male 
labour force is unemployed now and 
this figure is growing. This is not a 
nice picture. In addition, there are 
probably 20 per cent of the people who 
are illiterate and this is growing. T 
have seen in some countries, where 
despite the fact that although illiteracy 
has been cut in the last 25 years from 50 
per cent of the population to 25 per 
Lent today, there are still more illite¬ 
rates than there were 25 years ago, be¬ 
cause of the very rapid increase in total 
population. In addition to this growing 
problem of education, what about 
health and medical care, housing, cloth¬ 
ing, transportation? Wc have seen this 
vast build-up of cities with all their 
built-in problems of stre.ss and crowd¬ 
ing; we have seen the unrest in many 
of the cities of the world. This does not 
refer only to this part of the world, it 
is an increasing problem for all nations. 
Vast segments of the people have little 
or no opportunity of relaxing even for 
a few hours or a few minutes a day, 

Everyone in the western world at 
least is talking about the degradation 
of the environment. We have done a 
miserable job in p<dluting many of our 
rivers, streams and lakes. This is true. 
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There is an ever increasing problem with 
the atmosphere — the smogs from 
the industrial smoke-stacks and auto¬ 
motive exhausts. I am sure that if wc 
put our minds to it, many of these 
abuses can be corrected; but there arc 
many that are built-in and will continue 
to be problems in the future. 

'Fhere are now, I must be frank with 
you, certain purists in the world who 
are saying that we must discontinue the 
use of chemicals in agriculture. With 
this 1 totally disagree. We have had a 
few accidents in agriculture with pesti¬ 
cides. Very few indeed. The plus side 
of that ledger is heavily weighted to¬ 
ward the benefits. If one lakes a pro¬ 
duct like DDT, one can see that it 
has reduced malaria to a manageable 
level in vast areas of the world. It may 
have had some adverse effects on cer¬ 
tain bird species since it goes into the 
food chain, but up to now there is no 
good evidence that it has had any detri¬ 
mental effect on human beings per se. 
Wc need to use common-sense when we 
talk about pesticides. There have been 
people poisoned with certain kinds of 
pesticides no doubt, but there arc in 
the USA between fifty and sixty thou¬ 
sand people killed by automobiles each 
year. This has not caused them \o dis¬ 
continue the use of automobiles. So, 
what J am saying is that if we cast 
common-sense to the wind in consider¬ 
ing the use of agricultural chemicals, 
we will starve. It would be to con¬ 
demn the world to death to say that 
chemical fertilizers cannot be used. It 
is ridiculous and yet there arc some 
extremists today advocating such an 
approach. 

Problem of Political Unrest 

One other aspect of this growing pro¬ 
blem of population is political unrest. I 
have a feeling that there will be more 
and more of this in more and more 
countries of the world, unless we come 
to grips with the population problem. 
You see, as the clock licks each second 
that goes by, there are 2.2 more people 
in this world that need food and all of 
the other amenities for decent life. By 
1980, the rhythm will increase to about 
2.7. By 1990 to 3.3 and by the year 
2000 to four persons more per second 
with all that this implies; this assumes 
only a two per cent population growth. 
Since 1 have been talking, the popula¬ 
tion has increased by something of the 
order of 6000 additional people that 
need to be provided for. Not a small 
order. It means that at the present time 
the world population is growing 70 mil¬ 
lion per year and this has happened re¬ 
latively recently. 

If wc take a look back in the be¬ 
ginning, to the time of Adam and Eve 
whenever that was —- take your choice. 
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twotnillioTi years or even farther back- 
population in the beginning must have 
grown very slowly because of man’s 
inability to control his environment. 
First, his food supply was unreliable; 
he had virtually no control over his 
shelter; he had no control over diseases; 
he had a whole host of problems, so 
population certainly must have grown 
very slowly As I mentioned a few 
minutes ago, it was only about 10,000 
years ago that he became a farmer and 
animal husbandryman. Only then did 
he gain some control over his environ¬ 
ment and his food supply. Then popu¬ 
lation must have begun to increase ra¬ 
ther rapidly. Villages, and subsequently 
cities, began to be built. However, 
by the time of Christ, about 2000 years 
ago, it is estimated by most demogra¬ 
phers that the world population was not 
more than 250 million people. From 
those 250 million people, the popula¬ 
tion doubled by the year 1650. The next 
time we did much better. From 1650 
it doubled in about 200 years so that by 
1850 there were a billion persons. It 
was about this time that modern medi¬ 
cine came into the picture and death 
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rates dropped dramatically. This contri¬ 
buted to an even faster increase. Thus 
population growth is now not so much 
due to the increase in birth rate us to 
the reduction in def th rate and infant 
mortality. And so, the way things 
are going now, we can double our world 
population every 37 years. This tick, 
tick, tick of the clock grows loudcr. 

In most animal species, virtually all 
of them, there are built-in mechanisms 
which take over when crowding becomes 
too great. There are many difierent 
kinds of mechanisms and they arc auto¬ 
matic. Butman has one great advantage. 
He has intelligence; sometimes he docs 
not use it very well. He can think ahead 
he can project, he can see what is likely, 
to happen. Although we don’t seem to 
have any built-in mechanisms, in our 
own species, to take care of our ability 
to increase in numbers to reasonable 
levels, we do have this device. This 
ability to reason, which no other animal 
has, should enable him to adjust his 
population growth, to a level which 
will allow a decent standard of 
living for all peoples of all nations 


in the years ahead. 

In concluding I would like to use the 
words of Sir Kenneth Clark which con¬ 
cern problems that we face in the world 
today. 

*i believe that order is better than 
chaos; creation, better than destruc¬ 
tion; I prefer gentleness to violence 
and forgiveness to vendetta. On the 
whole. I think that knowledge is prefer¬ 
able to ignorance and I am sure tha* 
human sympathy is more valuable than 
ideology. I believe that in spite of the 
recent triumphs of science, men have 
not changed much in the last 2000 years 
and in consequence we must still try to 
learn from history—^history of ourselves. 

I believe in courtesy, the ritual by which 
we avoid hurling other people’s feelings 
by satisfying our own egos and 1 think, 
we should remember that we are part 
of a great whole which for convenience 
we call nature, all living things are bro¬ 
thers and sisters and above all, I believe 
in the God-given genius of certain indi¬ 
viduals and I value a society that makes 
their existence possible to help all 
others.” 
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Registered Office : ‘CENTURY BHAVAN’. Dr. Annie Besant Road, Bombay-25 DD 


NOTICE is hereby given that the 
Twelfth Annual General Meetmgof the 
Shareholders of the Company will be 
held at Birla Matushri Sabhagar, 19, 
Marine Lines, Bombay-20 on Monday 
the 7th June, 1971 at 4-00 p.m. to 
transact with or without modifications 
as may be permissible, thefollbwing 
business: 

1. To consider and adopt the Direc¬ 
tors’ Report, the Audited Balance Sheet 
and the Profit and Loss Account for 
the year ended 31st December, 1970. 

2. To confirm the dividends paid by 
the Directors on the Preference Shares 
for the year ended 31 st Decern ber, 1970. 

3. To sanction the declaraticn of di¬ 
vidend on the Equity shares for the year 
ended 31st December, 1970. 

4. To appoint a Director in place of 
Shri Nadirshah R. MuHa, who retires 
from office, by rotation, in accordance 
with Article 146 of the Articles of Asso¬ 
ciation of the Company, and, being 
eligible, offers himself for rc-efcetion. 

5. To appoint a Director in place of 
Shri B.D. Ooenka, who retires from 
offi^, by rotation, in accordance with 
Article 146 of tjie Articles of Associa¬ 
tion of the Company, and, being eligible, 
offers himself for re-election. 

6. To appoint a Director in place of 
SfariSurajmal Mohta, who letires from 
office, by rotation, in accordance with 


Article 146 of the Articles of Association 
of the Company, and, being eligible, 
offers himself for re-election. 

7. To consider and, if thought fit, 
to pass the following Resolution which 
will be proposed as a Special Resolu¬ 
tion: 

“RESOLVED pursuant to Section 314 
and all other applicable provisions 
if any of the Companies Act, 1956, 
that the Company doth hereby con¬ 
sent to Shri D.P. Mandelia holding 
and continuing to hold an office of 
profit under the Company as the 
Company's Special Adviser on a 
remuner ation of Rs. 2,500 per month 
with liberty to the Directors to 
sanction increments in his remune¬ 
ration from time to time notwith- 
standingthe fact that he is a Director 
of Birla Consulants Private Ltd., in 
which Company, a Director of this 
Company, namely Shri A.V. Birla is 
also a Director, and that the company 
doth hereby approve and confirm 
the payment of remuneration 
made to Shri D.P. Mandelia at the 
rate aforesaid up to date.” 

8. To apoint Auditors to hold office 
from the conclusion of this meeting un¬ 
til the conclusion of the next Annual 
General Meeting and to Sx their remu- 
ration. 

NOTICE is also given that the Re¬ 


gister of Members and Transfer Books 
of both Equity and Preference Shares 
of the Company will remain closed from 
6lh May, 1971 to 28th May 1971, both 
days inclusive. 

By Order of the Board of 
Directors 

Bombiiy M.K. JAIN 

Secretary 

Dated the 28th day of April, 1971. 

N.U.: 

(1) A MIMBfK INnri.IJ) TOAU 
H‘ND AND VOTH IS [-NTITU O 
10 APPOINT A PROXY TO AT- 
lEND AND VOTE INSTEAD OF 
HIMSEFF AND THE PROXY NEED 

NOT bf: a member. 

(2) The relevant explanatory statcmcnl pur¬ 
suant to Section 173 of the Compttmes 
Act, 1956 is being posted to all the 
Shareholders individually along with 
the notice of the aforesaid meeting 

(3) Dividend on Equity shares when sanc¬ 
tioned will be made payable on 
and after 8th June 1971, to those 
shareholders whose names stand on 
the Register of the Company aa on 
28th May, 1971 to whom Dividend 
warrants will be posted. 

Shareholders arc requested to intimate to 
the Company change, if any, in their regis¬ 
tered addresses. 
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WINDOW ON THE WORLD 

West German Labour Market 

JOSSLEYN HEKNESSY 


LONDON: 

[ 

1 OKUGN WORKERS 

Tm. liNt) of the war led to unemploy¬ 
ment on u large scale in West Germany 
— not only were soldiers returning to 
their destroyed homes but also millions 
of refugees' from the east were forced 
to start a new life. It was, however, 
only after the Currency Reform that a 
start could be made on rebuilding the 
economy. The work of clearing away 
the ruins left by the war, and the German 
people’s pent-up demand, led to a 
steady revival of the economy, From 
that point on, unemployment declined 
until, in the summer of 1959, the num¬ 
ber of vacancies on the labour ex¬ 
change recordN exceeded that of the 
unemployed for the first time. Today, 
the economic situation in West Germany 
is under extreme strain. This applies 
to production just as much as to the 
labour market. In July, 1970, 
the unemployment ratio was only 0.5 
per cent. At 872,200 the number of 
vacancies i.s currently more than eight 
times higher than the unemployment 
figures. The labour supply can practi¬ 
cally only be expatided by bringing in 
foreign \vi>rkers, who in July rose to 
o\cr 1.8 million. 

Most of these workers come from 
countries in southern Europe, 
which arc less developed economically 
and in some are«'is over-populated. The 
largest number of foreign workers 
(351,5001 still come from Italy, although 
it was the Yugoslavian workers who 
increased most strongly (plus 29,2(X)) 
in February and Marcli, 1970, making 
it likely that the number of Yugoslavs 
in the Federal Republic o( Germany 
(currently 326,200) will soon overluke 
tliat of the Italians despite the 
absence of immigration regulations 
for the latter. The total number of 
Turkish workers in West Oermanv 
(287.7(X)) is also large. The 
number of Greeks has increased 
to 218,600 and that of Spanish workers 
to 154,.'>00, A breakdown according 
to the various labour exchange regions 
shows that the largest number of foreign 
workers (477,400) is employed in North 
Rhine Westphalia, closely followed by 
Baden Whirt tern berg, where there were 
almost 454,300 foreign workers at the 
end of March. In Berlin, 48,400 workers 
from abroad arc cmp!o\ecl. To turn 
to llie individual seUoi-, of industry. 


633.000 foreigners work in the iron and 
steel industry as against 411,500 in the 
manufacturing industries. At the end 
of January, 1970, the number of foreig¬ 
ners working in the building trade had 
for seasonal rcason.s dropped to 210,800. 
The distribution of the different na¬ 
tionalities among the various industries 
is also interesting. For example, 
the numbers of Italians and Turks in 
the metal industry are about equal 
(almost 130,000). On the other hand, 
considerably more Italians arc em¬ 
ployed in the building trade than 
Turks. In this sector, how^ever, first 
place is claimed by the Yugoslavs, 
(76,000), but almost 111,000 Yugoslavs 
also work in the metal industry. 

U 

JOBS LINKED TO PRODlJCTIVrrY 

Thp number of workers employed 
fluctuates, in particular owing to the 
dilferent rates of growth in production 
and productivity in the individual in¬ 
dustries, which lead to changes in re¬ 
quirements for the various categories 
of workers and therefore in the 
structure of employment as well. By 
way of contrast, the reduction in working 
hours, which li kewise affects the number 
of people required, scarcely influences 
the structure of the labour force em¬ 
ployed. 

Economic progress goes hand in 


Economic factors and sectors 


1. Contribution to gross domestic 
product (in 1954 prices) 

Primary sector 
Secondry sector 
Tertiary sector 


IJ. Number of employed 
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hand with increasing mechanisation. 
Where possible, rationalisation has 
been carried out in the form of partial 
-or complete automation. The number 
of workers thus released is about half 
a million, particularly from the mining 
and tobacco-processing industries. 
However, owing to the economic boom, 
these fundamental changes were hardly 
perceptible, as the workers set free by 
rationalisation could in most cases be 
employed in another capacity within 
the same company — sometimes after 
re-training and fairly long adjustment 
periods. 

Again, industries with declining la¬ 
bour requirements arc offset by those 
with growing requirements. A compari¬ 
son of the labour situation in industries 
which reached their peak labour re¬ 
quirements in 1965 or later, with the 
number of people employed in 1958, 
shows that about one million new jobs 
have been created, of which two-thirds 
are accounted for by electrical en¬ 
gineering, mechanical engineering, 
vehicle building and the chemical in¬ 
dustry. Developments here will conti¬ 
nue decisively to influence labour re¬ 
quirements. The proportions of people 
employed in the individual branches to 
the employment figure for industry as a 
whole have thus changed. In 1969, 
over 13 per cent of the overall number 
of workers employed by industry worked 
in mechanical engineering (over 1.1 
million), which therefore holds first 
place, whereas in 1950 the textile in¬ 
dustry had a larger labour force (by 
1969 it had fiillen to fifth place). In 
1969, mechanical engineering, the elect¬ 
rical and chemical industries and 
vehicle building employed almot two- 
fifths of the total labour force in in¬ 
dustry. In line with these developments. 


1950 1960 1968 esti¬ 

mated 
1980 


10.3 6 3 5.5 4.0 

47.3 55.6 57.3 60.0 

42.4 38.1 37.4 36 0 


Primary sector 


26.0 

13.8 

10 4 

7.0 

Secondary sector 


41.7 

49.0 

48.2 

50 0 

Tertiary sector 


32.3 

37.2 

41.4 

43.0 


*From i960 including Saarland and West Berlin. 

Source : Board for Rationalisation of the German Economy. 
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the capital goods industry increased 
its share of the total labour force from 
30 per cent in 1950 to about 40 per cent 
in 1969. 


Ill 

the three sectors 

From the macro-economic point of 
view a distinction is usually made bet¬ 
ween three sectors: (1) agriculture and 
forestry (primary sector); (2) power in¬ 
dustry and mining, manufacturing in¬ 
dustries, building (secondary sector); 
and (3) service industries (tertiary sec¬ 
tor). 

Table (1 p.804) shows the contribution 
made by these three sectors to gross 
domestic product as well as the labour 
structure in the individual sectors. 

The trend towards a steady increase 
in the secondary sector’s share of real 
gross domestic product at the expense 
of the other two sectors will probably 
continue until 1980; in that year three- 
fifths of total production will come from 
the industrial sector. Thus, West 
Oermany will remain an industrial 
country. However, while the number 
of people employed in agriculture and 
forestry, in the power sector and in 
mining has fallen as compared with 
1950, there is a tendency for the num¬ 
ber employed in the services sector to 
increase correspondingly. Although 
every second gainfully employed person 
will still work in the secondary sector 
in 1980, it is probable that there will 
be a steady increase in the proportion 
employed in the tertiary sector al the 
expense of the primary sector during all 
of the three decades from 1950-1980. 
In 1980 probably only every fourteenth 
person will be employed in the primary 
sector. 

Changes in Skills Required 

These changes in the structure of the 
econom) both present and future to¬ 
gether with the ensuing re-grouping 
of the employed, arc increasingly affec¬ 
ting the individual person’s work and 
way of life. They question inherited 
ideas about jobs and work and make it 
necessary to revise old established 
opinions. Altogether they demand 
from the employee a higher degree of 
mobility — mentally, geographically 
and as regards the work he docs. 
Technological change g:cnerally alters 
the production process in such a way 
that the nature of the work is also in¬ 
fluenced, ranging from small changes to 
the complete disappearance of a parti¬ 
cular job and the creation of new jobs. 
Although there are no statistics on 
changes in the nature of the work, the 
population and occupation census 
shows shifts in the structure of employ¬ 
ment. The statistics on earnings in 


industry (distribution of persons en¬ 
gaged according to qualification groups) 
give some indicators of the change in 
the type of people required. It shows 
that the proportion of less skilled 
jobs has sunk over the decade 1958-69. 

With the exception of the chemical 
and plastics industries, in each of the 
industries examined by the Board for 
the Rationalisation of West German 
Industry there has been a decline in the 
proportion of those manual jobs, which 
are typical of that particular industry, as 
these jobs can be taken over by machines 
with the result that maintenance, plann¬ 
ing and organisational work is gaining 
ground. Operating automatic equip¬ 
ment does not require spctnal training 
so much as the ability to learn certain 
things in a short time. In the present 
situation, it is the younger worker who 
proves wost adaptable, but improve¬ 
ment of the training system would give 
all workers the necessary flexibility. 

IV 

JOB ROTATION 

The various sectors of the labour 
market are linked by the movement of 
workers from one job to another within 
the same firm, from one firm to another 
and from one region to another. Fric¬ 
tional unemployment can arise because 
of insufficient flexibility between the 
three sectors in ihe economy, between 
the various industries, regions and types 


of work. This is accompanied by a cer¬ 
tain composition of vacancies as the 
number of jobs which are typical of 
one industry only declines. On the 
other hand, technological change en¬ 
ables people who arc no longer bound 
to the one particular industry (c.g. those 
who work in a planning, organisational 
or administrative capacity) to move 
easily from one sector to another. 
Moreover, changes in the wage ratios 
can arise. A study carried out by the 
West German Trade Unions Federa¬ 
tion on gross earnings per hour in 
industry from 1960 to 1969 shows that 
over this period the printing industry has 
moved up from second to first place 
whereas the miners have dropped from 
first to fourth place. 

Changing jobs within the same com¬ 
pany is becoming increasingly impor¬ 
tant. This type of elasticity has already 
become a principle in American firms 
which practise “job rotation”, the 
systematic exchange of certain people 
between various different jobs. There 
are various reasons for adopting a 
programme of job rotation, ranging from 
the educative aspect (on-the-job-train¬ 
ing), via the need to fill a certain posi¬ 
tion (inviting employees to apply for a 
particular internal vacancy) to the 
general desire to develop employees’ 
personalities (as a special measure 
against apathy and loss of initiative). 
The less the type of work changes in 
job rotation, the smaller will be the 


Changes In the employment structured 

ioo<*fe . P——, I . "1 agriculture and forestry 

^ power and mining 

manufacturing industries 



1950 


1960 


building 

trade 

transport and communications 
credit institut. and insurance 
''Non profit institutions and 
private householos 
service industries 
local authorities 
and social security 


1969 


1)As from 1960 including the Saarland and West Benin. 
Source:Federal Statistical Office 
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temporary drop in pcrfortnance which 
can arise during the period of adapta¬ 
tion. 

Although all jobs can bc^ rotated, 
the ouisanding importance of rotation 
is that It is a method of training for 
managerial positions. This method has 
the great advantage of developing the 
employee’s knowledge and managerial 
qualities in various fields of activity and 
of permitting at the same time a 
thorough scrutiny of his management 
ability (measured by the success of the 
sector of which he is in charge). 

The reason for the relatively slight 
use of this method in West Germany 
lies in the German citizen himself: 
in contrast to the well-known mobility 
of American workers, the German 
dislikes digging up his roots and there¬ 
fore has up to the present been reluc¬ 
tant to move from one region to an¬ 
other and even to change jobs within 
the same firm. The frequency with 
which he changes jobs depends on 
his social class and age. The greatest 
mobility is to be found among the 30-35 
year olds, but in the case of the unem¬ 
ployed it is the 20-35 year olds who 
are most readily prepared to accept 
changes (over half of them had already 
changed jobs once before becoming 
unemployed). 

Movements of Population 

Population movements within West 
Germany have declined since the mid- 
fifties. After the war there was a heavy 
stream away from the less industrialised 
of the states which took in refugees to 
those with a stronger tradition of in¬ 
dustrial activity, especially North Rhine 
Westphalia and Baden Wurttemberg, 
whereas today it is interesting to note 
that there is considerable movement in 
both directions. In other words, popu¬ 
lation movements into strongly indust¬ 
rial areas have declined at stale level, 
and there is now a good flow of labour 
in both directions. 

It is difli:ult to study labour move¬ 
ments in the European Economic 
Community because data which take 
structural features into account are 
not available. It is therefore only 
possU'le to arrive at some general 
conclusions about the direction, volume 
and development of labour movements. 
Quantitative changes in the labour 
inflow from southern Europe have al¬ 
ready been mentioned above. On the 
other hand, the progressive integration 
of national lalx>ur markets could per¬ 
haps increase the movement of qualified 
workers. But, with the exception of 
those areas along national borders, even 
the realisation of complete freedom of 
movement will not produce migration 
streams of any real si/e because langu¬ 
age and other cultural factors are still 
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considerable obstacles. Additittonal 
dif&culties are the differences tet- 
ween one country and another in pro¬ 
fessional education and in skill require¬ 
ments, which can only be eliminated 
by a joint EEC policy. 


STRUCTURAL CHANGES 

The structural change in the labour 
market — in particular as regards the 
number of foreign workers — reveals 
not only interesting trends but also 
how strained the market is. 

The labour market is not a uniform 
structure but consists of many smaller 
markets, all of which may show dift'erent 
regional developments. It is therefore 
important to know which economic 
areas arc influenced in their growth by 
technological progress, and to what ex¬ 
tent, in order to prevent differing stan¬ 
dards, and therefore additional sources 
of strain from arising on the labour 
market. This integration problem will 
be even larger with economic and 
monetary union in the EEC. 

According to a forecast of the labour 
market in 1980, labour will still be 
in short supply in West Germany. As 
the age structure of the population will 
not improve until towards the end of 
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the seventies, the proportion of wage 
and salary earners (i.e, proportion of 
employed to the total population) is 
declining —from 44 per cent in 1968 to 
42 per cent in 1980. Reductions in 
working hours — altogether 15 per cent 
from 1950 to 1968 — will continue. 
Total work done (number of hours 
worked per year by all employed per¬ 
sons) will therefore only grow by 0-2 
per cent on average per year between 
1968 and 1980; from 1950 to I960 it 
increased by an average one per cent 
per year, owing to the rise in the num¬ 
ber of employed, but sank by 0.6 per 
Cent per annum on average between 
1960 and 1968. The rise in the number 
of people living in West Germany by 
2.7 million by 1980, and an increase 
of only 350,000 in the working popula¬ 
tion over the same period, will mean 
that fewer productive forces will have 
to supply a larger number of consumers. 
The result will be that West Germany 
will either liave to employ even more 
foreign workers or invest heavily in 
still more rationalisation. 

Sources and acknowledgements: This 
report is summarised from the Ecofiomic 
Review' of the Deutsche Bank of West 
Germany, but the bank is responsible 
neither for the emphasis of my summary 
nor for my comments, based on a va¬ 
riety of sources. 


Czechoslovakians Foreign Trade 

PROF- (dr) FRANTISEK KORBEL 


C/ichoslovakia's rOREiON trade plays 
an important role not only in the over¬ 
all development of its economy but 
also in the growth of international 
trade and world-wide economic co¬ 
operation. 

The basic character of Czechoslovak 
participation in the international divi¬ 
sion of labour is the outcome of the 
fact that Czechoslovakia is a socialist 
country: hence the main orientation 
of its economic relations is directed 
towards other socialist countries. 

In this area, Czechoslovakia has been 
able to reach in recent years a volume 
of trade corresponding to 70 per cent 
of its total imports and exports- The 
share of the largest the trading partner 
of Czechoslovakia, the Soviet Union, 
is nearly 50 per cent of the Czecho¬ 
slovak trade with the Socialist countries 
and about 30 per cent of its overall 
foreign trade. 

The basic model of Czechoslovak 
trading with foreign countries, more 
particularly with the socialist countries, 
IS export of industrial products and im¬ 


port of raw' malerfal and foodstuffs. 
Czechoslovakia is fully aware of the 
advantages of such trading. It helps 
division of labour in the socialist count¬ 
ries to mutual advantage. 

The largest trading partner of 
Czechoslovakia among socialist count- 
tries, as staled above, is the Soviet 
Union. Czechoslovak exports to the 
Soviet Union add up to 29.8 per cent 
of its total exports, while its imports 
from that country approximated 29.1 
per cent of its total imports in 1968. 
Among the nations with whom Czecho¬ 
slovakia trades, the Soviet Union ranks 
first (with approximately 30 per cent), 
while Czechoslovakia's rank among the 
Soviet foreign trade partners is second 
(with approximately 11 per cent), just 
behind the German Democratic Re¬ 
public. 

More than 70 per cent of Czechoslo¬ 
vak imports from the Soviet Union are 
raw and other materials such as crude 
oil, natural gas, sulphur, iron ore, non- 
ferrous metals, precious metals, syn¬ 
thetic rubber, textile materials, furs> 
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fertilizers, cereal and other raw mate¬ 
rials for the foodstuffs industry. 

The great importance of Sovkt raw 
materials for the growth of the Czechos¬ 
lovak national economy is evident from 
the fact that some deliveries from the 
Soviet Union account for an over¬ 
whelming proportion of its imports, 
for example 9S per cent in the case of 
crude oil, 93 per cent in the case of cast 
iron, 87 per cent in the case of timber, 
82 per cent in regard to iron ore, and 
70 per cent in respect of lead. Nearly 
one-third of the necessary cereals are 
imported from the Soviet Union; in 
the case of wheat this proportion goes 
up to as much as slightly over 50 per 
cent. In the case of some of the preci¬ 
ous metals, such as platinum, iridium, 
palladium and rhodium, the Soviet 
Union is the sole supplier to Czechoslo¬ 
vakia. 

Indispensable Item 

Besides the abnwe materials, Czechos¬ 
lovakia imports from the Soviet Union 
various other items which are indispen¬ 
sable for an intensive and efficient de¬ 
velopment of its economy. The Soviet 
Union is an important supplier to 
Czechoslovakia of various types of 
machinery, equipment and some type 
of complete industrial units. The 
Czechoslovak agriculture, for instance, 
works with more than 20,000 Soviet 
crawler tractors and 10,0(K) combines. 
Recently, Czechoslovakia received supp¬ 
lies which were important for the mo¬ 
dernisation of its railway networks. 
The Soviet Union also delivers to 
Czechoslovakia various agricultural 
implements, building and road ma¬ 
chinery, caterpillar tractors, metal¬ 
working equipment, cars, diesel loco¬ 
motives, aircraft, etc. 

Of the total Czechoslovak exports to 
the Soviet Union, 80 per cent are in¬ 
dustrial products, machinery, equip¬ 
ment and consumer goods. Thanks 
to this structure of commercial rela¬ 
tions with the Soviet Union, in which 
practically a barter takes place, tinished 
articles, particularly machinery and 
equipment, are exchanged for raw 
materials, semi-products and foodstulTs. 
Czechoslovakia, thus, has been able 
to solve one of the most important 
problems of its national economy. 

Czechoslovakia is a country poor in 
basic materials and the area of its land 
per capita is relatively small. In popu¬ 
lation, Czechoslovakia occupies 36lh 
place in the world (having 0.46 per 
cent of the world population) and, in 
principle, the scope of its internal mar¬ 
ket is limited. In spite of all these facts 
and its very unlayoiirable geographi¬ 


cal inland position, Czechoslovakia is 
one of the most industrially advanced 
socialist countries; it even occupies in 
this respect one of the prominent places 
on a world-wide scale. In addition, 
Czechoslovakia has to solve problems 
of its participation in the international 
di% ision of labour connected with 
the rithcr expensive transport. 

Owing to the inland position of 
Czechoslovakia, other European socia¬ 
list countries arc naturally its favourable 
business partners. 

Czechoslovak business relations with 
industrially developed capitalist count¬ 
ries arc the second most important 
part of its external economic relations. 
This area accounts for nearly 20 per 
cent of the Czechoslovak foreign trade 
in recent years. 

Czechoslovakia has tried and still 
tries to extend its business relations with 
all countries of the world. Obviously 
these relations have to be based on the 
principles of equality and mutual ad¬ 
vantages. 

The territorial structure of Czechos¬ 
lovak foreign trade in the area of indus¬ 
trially developed capitalist countries is 
characterised by the superiority of trade 
with European industrially developed 
countries, particularly with the two 
economic integrations. 

There are many rational elements in 
our economic relations with industrially 
developed western countries, which 
have a positive bearing from the view¬ 
point of the needs and possibilities of 
Czechoslovakia, and a none-thc-Icss 
positi\e bearing on the side of our 
customers and suppliers in western 
countries. 

Imports from the West 

Under certain circumstances and sub¬ 
ject to certain conditions, Czechoslo¬ 
vakia is interested in importing from 
the western countries most advanced 
equipment, including the purchase of 
licences and patents as well as technical 
processes and technologies. In addi¬ 
tion, Czechoslovakia is willing to im¬ 
port some raw in,ilerials and foodstuffs 
and there is an actual necessity to buy 
a number of services, such as carriage 
of goods by sea, on inland rivers, by 
railways and by air. use of port facili¬ 
ties and banking and insurance services. 

Also for the industriallv developed 
western countries, Czechoslovakia is a 
supplier of a number of engineering pro¬ 
ducts, consumer goods and materials. 
Some of these engineering products, 


consumer goods and materials are 
traditionally connected with our custo¬ 
mers in industrially developed western 
countries. The high technical standards 
of some kinds of Czechoslovak exported 
goods, which frequently surpass the 
average world quality, have an impor¬ 
tant influence, not only from the view¬ 
point of the economy of these countries, 
but also from a favourable political 
impact. The present development and 
growth of world prosperity, accompa¬ 
nied by technical development, specia¬ 
lisation and co-operation, places, with 
its technical consequences, still higher 
requirements on Czechoslovak exported 
goods. The actual rate of growth of 
Czechoslovak exports on the exacting 
western markets is a good evidence of 
the standard of quality of our products 
which match the quality of competitive 
goods. 

Expansion of Contacts 

Some representatives of commercial 
circles in w^cstern countries try to widen 
tltc sphere of their activities in condi¬ 
tions of socialist economy. Recently, 
there were efforts to expand econo¬ 
mic and, to a certain extent, commer¬ 
cial-political relations between the west 
and the socialist countries. These efforts 
are manifested, in the sphere of com¬ 
mercial policy, by the gradual removal 
of existing quantitative restrictions. 
In spite of these tendencies, quanti¬ 
tative restrictions remain a considerable 
obstacle for Czechoslovak exports, 
limiting commercial opportunities. 

In the field of economic relations with 
the industrially developed capitalistic 
countries, there exist still unexpJoited 
potentialities of mutual extension of 
trade. One of the basic conditions for 
such extension is the full treatment of 
Czechoslovakia in accordance with the 
“most favoured nation clause/* the 
removal of all quantitative restric¬ 
tions and the grant of full liberalisation 
of trade. Czechoslovakia, whose struc¬ 
ture of exported goods is very varied, 
tries naturally to have all existing rest¬ 
rictions—which put her in an unfavour¬ 
able place with regard to her competi¬ 
tors from other countries—completely 
removed. 

Czechoslovakia is also an industrially 
developed country and is becoming 
more and more a buyer's market. In 
these circumstances, it is up to the initi¬ 
ative of our suppliers to spare no effort 
to get the largest share possible in the 
expected growth of the Czechoslovak 
rnarket. Czechoslovak imports are not 
limited by any quantity restrictions or 
other licensing procedures. -The funda¬ 
mental rgulation of Czechoslovak im¬ 
ports is based on the principle of com- 
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parison of costs and the state of Czecho¬ 
slovak foreign exchfflge reserves, the 
possibilities of exports and,-'particu¬ 
larly, export opportunities and other 
commercial and political conditions 
which influence the mutual exchange of 
goods. 

So far as Czechoslovakia*s trade with 
developing countries is concerned, it 
approximates 10 per cent of its total 
external trade. 

A prominent place among Czechoslo¬ 
vak exports to developing countries is 
occupied by engineering goods, ma¬ 
chinery and equipment. Of the total 
value of Czechoslovak exports to the 
developloing countries in 1969, exports 
of machinery and equipment accounted 
for more than fifty per cent. Some ma¬ 
terials, including rolling stock, accoun¬ 
ted for nearly ten per cent. Czechoslo¬ 
vak exports of consumer goods, chemi¬ 
cals, foodstufls, etc., are also impor¬ 
tant. 

Import of Raw Materials 

Preponderant among Czechoslovak 
imports from developing countries are 
raw materials- Of the total value of the 
imports from the developing countries 
in 1969, minerals (crude) and metals 
accounted for 15 per cent, chemical 
raw materials and rubber almost 20 
per cent, crude materials of vegetable 
and animal origin almost 45 
per cent, foodstuffs eight per cent, 
etc. Consequently, it is obvious that 
the main imj^rted items from develop¬ 
ing countries are raw materials 
of mineral and vegetable origin. 
These imports are important for 
the Czechoslovak national economy, 
their share in total imports being in 
some intances considerable,e.g., cotton, 
jute, cattle hides, oils, feeding stuffs, 
oilseeds, kernels for industrial purposes, 
coffee, cocoa beans, fruit, natural 
rubber, iron ore, manganese ore, copper, 
etc. 

In accordance with international 
recommendations, particularly those 
contained in Chapter IV of the GATT 
(“On Development’*) and the resolu¬ 
tions adopted at the second UN Con¬ 
ference on Trade and Development, 
Czechoslovakia endeavours to diversify 
its imports from the developing count¬ 
ries. It sees to it that in its imports 
from the developing countries larger 
and larger place is occupied by finished 
products and products of tropical 
origin. Czechoslovakia has increased 
its imports of finished textile articles, 
threads, some kinds of industrial goods 
and similar goods produced in newly 
built industrial plants in the developing 
countries. 

Czechoslovakia is sincerely interested 


in the diversificatiem of its imports 
from the developing countries. Well 
considered steps have been and still 
are being taken in the Czechoslovak 
economy, the aim of which is to in¬ 
crease the purchase of some kinds of 
fi^iished articles or other products of 
the developing countries, both for inter¬ 
nal trade and for some production 
branches. The result of some of these 
measures has been that, practically, 
Czechoslovakia has more than trebled 
its imports of tropical fruit during the 
last three years. 

Technical Aid 

Czechoslovakia is assisting develop¬ 
ing countries with credits and 
technical aid. Credits are granted to 
developing countries on reasonable 
terms. In the case of governmental 
credits, the rate of interest ranges bet¬ 
ween 2 5 and three per cent per annum, 
the instalments being spaced according 
to the nature of equipment purchased 
from two to twelve years. Apart from 
governmental credits, Czechoslovak 
organisations of foreign trade grant 
suppliers’ credits to their customers in 
the developing countries. 

An integral part of every important 
delivery of Czechoslovak goods of 
investment character (machinery and 
equipment) to developing countries is 
technical assistance. Czechoslovakia 
helps in the erection and assembly of 
the goods supplied, their setting into 
operation and provides other technical 
services. 

Exports of machinery, equipment and 
complete industrial plants represent 
more than one half of Czechoslovakia's 
total exports to developing countries. 
These exports, more particularly en» 
ginccring products and industrial 
plants, require long-term credits which 
must be negotiated on terms customary 
in international trade, owing to the 
character of the deliveries and the capa¬ 
city of the developing countries to pay 
these credits back. Generally speaking, 
these terms deteriorate as far as the 
exporters are concerned. The develop¬ 
ing countries lack sufficient financial 
resources and insist that credit and 
other terms arc improved for them. 
Tliey require in some instances gratui¬ 
tous technical assistance and ask for 
very liberal payment terms. 

In pursuance of the policy of increas¬ 
ing the living standard of Czechoslovak 
population and in agreement with the 
strengthening tendencies to make use 
of Czechoslovak foreign trade in such a 
way as to make of it an intensive and 
effective tool of growth, it will be neces¬ 
sary to reconsider Czechoslovakia’s 
possibilities of further imports of tro¬ 


pical origin and of consumer goods 
from developing countries them^ves. 
This development could be intensifod 
if the interest of the countries con¬ 
cerned in the export of their consumer 
goods were accompanied by a reason¬ 
able price policy. 

When ensuring the optimum develop¬ 
ment of Czechoslovak ecnomic relations 
with the developing countries, it will be 
necessary to solve serious problems, not 
only in the field of internal economy of* 
Czechoslovakia (scope and extent of 
the consumption of goods from the 
developing countries in Czechoslovak 
economy). It would be advisable if 
the existing forms of economic relations, 
commercial transactions, credit policy 
and technical assistance were accom¬ 
panied by such new forms which would 
be able to extend direct economic co¬ 
operation with developing countries 
and which would be acceptable to both 
partners. 

In spite of certain problems arising 
in this connection, it can be stated that 
economic relations between Czechos¬ 
lovakia, on the one hand, and develop¬ 
ing countries, on the other hand, show 
favourable trends of growth and contri¬ 
bute in an important manner to the de¬ 
velopment of world-wide economic 
co-operation. 
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Therb has .always been a method in 
the madness of governments in Pakis¬ 
tan in their dealings with our country. 
This is simply to distract domestic or 
world attention from internal diffi¬ 
culties by working up tensions with 
the Government of India. Right now 
Yahya and his advisers arc trying 
to squeeze the last drop of advan¬ 
tage out of such tactics. It must 
be said to their credit that they have 
very nearly succeeded in pushing to the 
background their barbarous repression 
of the freedom struggle in East Bengal 
by turning the spotlight of Indo-Pakis¬ 
tani as well as wider international atten¬ 
tion on the issue of diplomatic relations 
between their country and ours. It 
is a pity that Mrs Gandhi and her 
counsellors have played into the hands 
of Islamabad. It is no doubt deplorable 
that the Yahya regime has been guilty 
of improper or uncivilised conduct in 
its treatment of the wife of our Deputy 
High Commissioner in Dacca but it 
surely betrays lack of a sense of propor¬ 
tion on the part of our government 
that they should have made themselves 
a party to the dramatisation of this 
particular matter in a manner which 
has helped to cloud the far more impor¬ 
tant question of the fate of the move¬ 
ment for Bangla Desh. It would 
clearly benefit the Yahya regime to 
rouse the passions of Pakistanis by 
sensationalising Indian reactions or res¬ 
ponses and therebv divert domestic 
allentioii from the crisis in East Bengal. 
But it would ill-serve the freedom 
fighters of East Bengal for our govern¬ 
ment to. walk into so obvious a 
trap. If there is any statesmanship 
at all in New Delhi, it should see to it 
that the “diplomatic” disputes between 
India and Pakistan arc played down 
and the spotlight turned on the central 
issue of the Bangla movement. 

* * 

To Chavan-watchers in the country, 
it has always been a matter of some 
curiosity to evaluate from time to time 
in what algebraic relationship to zero— 
i.e., ‘plus* or ‘minus*— the Finance 
^Minister's political status with the Prime 
Minister may be at any given moment. 
According to quite a few of them in the 
capital, the reading now is definitely a 
‘minus*. In proof of this they cite the 
cavalier treatment which Mrs Gandhi 
has chosen to mete out to Mr Shri 
Chand Chhabra who was recently 
asked to lay down the office of the Presi¬ 
dent of the New Delhi Municipal Com¬ 
mittee at short notice. It is public 
knowledge that Mr Chhabra is one 
of the blue-eyed boys of Mr Chavan 


to whom he has publicly expressed his 
(Mr Chhabra's) gratitude and admira¬ 
tion by christening a New Delhi Muni¬ 
cipal Committee shopping-cum-resi- 
dential complex in Chanakyapuri as 
“Yeshwant Place”. One could have 
normally expected the Prime Minister 
to be more circumspect in dealing with 
a high government official who has not 
only carved out for himself an impressive 
position in the capitaFs civic life as a 
colourful and dynamic administrator 
but is also in the enjoyment of cordial 
personal relations with one of her senior 
colleagues in the government. That Mrs 
Gandhi has not allowed herself to be 
influenced by any such consideration 
is an interesting commentary on Mr 
Y.B. Chavan's present place in the New 
Delhi Sun. 

♦ * 

Talking of the ‘sun\ 1 am prompted 
to think of ‘the son'. A newspaper re¬ 
port, which has not been contradicted 
so far, has it that, in penalising Mr 
Chhabra for ordering the demolition 
of an unauthorised jhuggi colony, Mrs 
Gandhi was acting on the prompting 
of her young hopeful, Mr Sanjay 
Gandhi. Mr Gandhi’s concern for 
jhuggi dwellers is perhaps derived less 
from the natural goodness of his heart 
than from certain commitments he 
might have entered into on behalf of 
his mother’s party while campaigning 
for her candidates from the parliamen¬ 
tary constituencies in the capital. There 
have been persistent reports that cer¬ 
tain sections of the population dwelling 
in the two Delhis were offered various 
inducements to ca!>t their votes in a 
particular way. The Chhabra incident 
underlines the need for a public investi¬ 
gation of this allegation or grievance. 
Since the central government will 
obviously not be interested in ordering 
an offi:;ial inquiry, the only hope lies 
in a citizens’ committee being formed 
for ascertaining the facts and processing 
data for possible legal action through 
election petitions. Incidentally, the 
punitive action taken by the Prime 
Minister against Mr Clihabra was clear¬ 
ly in the nature of a slap on the fact of the 
Lt-Governor of Delhi who had reported¬ 
ly given his consent to the demolition 
of the Jhuggis. So immersed is Mr A.N. 
Jha in Scotch and Sanskrit that it is 
obviously easy for him to cultivate de¬ 
tachment — philosophical or otherwise 
—where life’s tantrums are concerned. 

* m 

While on the subject of the seamier 
side of election politics, 1 wish to draw 
the attention of my readers to the first 
batch of oiection petitions which has 


cropped up. That, with negligible ex¬ 
ceptions, candidates who contested in 
the recent general election had spent 
or authorised to be spent or been wit¬ 
ness lo spending of amounts far in ex¬ 
cess of legal limits is of course a fact 
which cannot be and is not in dispute— 
so much so that few would be prepared 
to believe that, even in the case of the 
Prime Minister, the legal requirement 
regarding election expenses had been 
honoured. This being the case, all that 
remains for the courts lo judge is in 
how many instances this transgression 
of the law is proved lo their satisfac¬ 
tion. It is a familiar saying that justice 
delayed is justice denied. Where litiga¬ 
tion of the kind I have now in mind is 
concerned, this saying has a special 
validity. Some of the persons whose 
election successes are being challenged 
are holding positions as ministers in 
Tamil Nadu. Indeed the Chief Minister, 
Mr Karunanidhi, himself has been 
placed in this position. The public 
interest clearly demands that at least 
in the case of election petitions filed 
against ministers, the judicial proceed¬ 
ings should be speedily disposed of so 
that no person, whose election is even¬ 
tually invalidated, manages to function 
as a minister for any long period of time 
merely as a result of the Law’s delays. 

I am sure that some informal arrange¬ 
ment could be devised to expedite the 
proceedings with regard lo election peti¬ 
tions falling in this special category. 

* 

I recently had a stimulating hour 
with Mr. T.A. Pai, Chairman of the 
Lie, at his headquarters in Bombay. 
It was not very difficult for him, I 
imagine, to convince me that he per¬ 
sonally was interested keenly in cutting 
red tape and improving efficiency, pro¬ 
ductivity and the spirit of public service 
in the vast establishment over which he 
presides. As a matter of fact, I am will¬ 
ing to grant that his enthusiasm and 
earnestness on this score are shared by 
the various zonal managers and deputy 
zonal managers. It is also my personal 
experience that senior officials in the 
Lie often bend over backwards to be of 
help to members of the public who seek 
the LJC's services or facilities. Where 
the real difficulty lies is in the fact that 
the prescribed procedures and regula¬ 
tions themselves are inherently so ob¬ 
structive that Lie personnel at various 
levels find not only encouragement 
but justification for persisting in wooden, 
bureaucratic ways. If Mr Pai would re¬ 
form the Lie, he should try to re¬ 
form its men and machinery togethen 

V.B, 
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LICENSING POLICY 

The union government announced, in 
February 1970, a revised industrial 
licensing policy, according to which the 
exemption from the licensing provisions 
of I ndus t rics (Development and R egula- 
tion) Act was raised upto Rs one crorc, 
subject to certain conditions. However 
this exemption was not made applica¬ 
ble to certain specified industries men¬ 
tioned in 'Schedule I annexed to the 
notification dated February 19, 1970. 
Accordingly, industrial undertakings 
engaged in these industries are required 
to obtain an industrial licence irrespec¬ 
tive of the size of investments involved. 
Kimilarly, substantial expansion or 
diversification allowed without obtain¬ 
ing an industrial licence subject to cer¬ 
tain conditions vide Ministry of Indust¬ 
rial Developments notifications dated 
February 28, 1970 and dated July 18, 
1970 respectively have not been made 
applicable to these specified industries 
and as such no industrial undertaking 
engaged in these industries can ptTcct 
substantial expansion or diversify its 
production into the above industries 
without obtaining an industrial licence 
under Industries (Development and 
Regulation) Act. The government has 
.since decided to include '‘milk food and 
malted food” also in the list of these 
excepted industries, and accordingly 
item 3 of Schedule 1 annexed to each 
of the above notifications has been 
amended vide notifications issued on 
April 13, 1971, so as to read as un¬ 
der: *’(3) Milk Foods falling under 
‘(2) milk foods; malted foods falling 
under (3) malted foods and roller flour 
milling falling under (4) ‘flour’ under the 
heading ‘27 food processing indust¬ 
ries.” 

It has been clarified that such indust¬ 
rial undertakings as ha\e already estab¬ 
lished production or manufacture of 
any iu’ticle or articles relalable to milk 
foods and malted foods industries in 
accordance with the provisions of 
exemption from licensing applicable to 
them but which have now become not 
so applicable because of the govern¬ 
ment’s decision referred to above, will 
have to obtain a licence or permission, 
as the case may be. for carrying 
on the business of the under¬ 
taking in respect of such article 
or articles within three months from 
April 13, 1971^ The industrial under¬ 
takings should apply for a ‘carrying on 
business’ licence in form ‘EE’ pres- 
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cribed under the Registration and Li¬ 
censing of Industrial Undertakings 
Rules, 1952. 

CHEAP CLOTH 

The union government has set up a 
committee to make suitable recommen¬ 
dations to ensure that the cotton textile 
mills fulfil their obligations in regard to 
the production of controlled varieties 
of cloth, required by the weaker sec¬ 
tions of the community. The chairman 
of the committee is Mr C.S. Ramacband* 
ran. Additional Secretary, Ministry of 
Foreign Trade. The members arc:"five 
representatives of the Indian Cotton 
Mills Federation: Managing Director, 
National Textile Corporation; Manag¬ 
ing Director, Cotton Corporation of 
India: Mr K. Kishore, Textile Commis¬ 
sioner and Mr B.D. Kumar, Joint Sec¬ 
retary, Ministry of Foreign Trade, who 
will be the convener. 

The Ministry of Foreign Trade has 
finalised a schemes for increased produc¬ 
tion of the controlled varieties of cloth. 
For the present, the textile industry is 
being asked to ensure that 25 percent 
of its lota) production is in the form 
of c( ntrolled varieties. The industry' has 
also agreed that there will be no price 
revision of controlled varieties cf cloth 
pending the report of the Bureau of 
Industrial Costs and Production. 

IMPORT POLICY 

The foreign trade policy for 1971-72 
announced on April 30, 1971, proposed 
to enlarge the role of the public sector 
agencies in the import trade. The im¬ 
port of 51 new items is to be canalised 
through public sector organisations in¬ 
volving an additional import bill of 
Rs 130 crores. Of these new items 
majority are in the group of chemicals 
and ferro items. Aluminium, lead, 
zinc, graphite electrodes and anodes, 
gum arabic, raw manila hemp (fibre), 
raw sisal fibre will all be canalised 
through the respective organisations in 
the public sectors. So also high grade 
manganese ore, antimony ore, tungsten 
ore, base lubricating oils, polyester fila¬ 
ment yarn, refractories and refractory 
material. Among the ferro-alloy items 
are ferro-molybdenum, ferro-tungsten, 
ferro-vanadi um, fcrro-silicon, stai n- 
less steel sheets, plates and strips in cut 
lengths or in coils (for all inaustries), 
heavy melting scrap and sponge iron 
metaliscd from ore and billets for elect¬ 
ric arc furnaces. Some of the chemical 
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Items reserved for the public sector 
agencies are: Iodine, peppermint 
oil, citronella oil* synthetic rub* 
ber, erythromycine, its salts and 
esters, vinyl chloride, potassium 
chloride (industrial grade), citric 
acid and sodium borate. Special im¬ 
port facilities have been provided to the 
small-scale sector, backward regions 
and self employed technicians and en¬ 
gineers to set up new units and tQ 
create new employment opportunities. 
Closed engineering units, particularly 
in West Bengal, will receive high prio¬ 
rity for import of raw materials so that 
employment and output are restored. 

Among the new measures in the cur¬ 
rent year to achieve this objective were: 
(1) Import requirements of priority 
industries in the small-scale sector 
would be met with due regard to their 
assessed capacity. (2) Special facilities 
have been provided to qualified engineers 
and Indian residents abroad to import 
machinery for setting up industry with 
their owm funds. (3) Small-scale units 
in backward areas would be permitted to 
import their requirements uptoRs 5,000 
from free foreign exchange areas. (4) 
The terms of Registered Exporters’ 
Policy Licences had been further libera¬ 
lised in respect of the import facilities 
for restricted items and to a somewhat 
lesser extent in respect of banned items. 

(5) Ready-made garments and natural 
silk fabric had been added to the list 
of non-lraditional items for eligibility 
of export houses for import facilities. 

(6) Exporters with long delivery cont¬ 
racts could now place indents for their 
requirements of raw material imports 
with the Industrial Raw Materials 
Assistance Centre, STC and MMTC 
for assured deliveries on the basis of 
international prices. Mr L. N. Mishra 
announced a number of measures to 
streamline the licensing procedure for 
imports and exports, including a plan 
to fix a time-table for disposal of im¬ 
port and export licences. Non-prio¬ 
rity units would get import licences on 
an annual basis and the priority indust- 
ics would obtain repeat licences for 
spare parts directly from the licensing 
authorities. Hospitals, medical institu¬ 
tions and medical practitioners would be 
permitted to import items of equipment, 
spare parts and essential drugs and life¬ 
saving equipment with import licence up 
to certain values. Facilities had been 
granted to individual tractor owners for 
import of spare part for tractors and 
to all individuals for import of technical 
and scientific books and journals. 

FOREIGN TRADE 

Exports from this country during 
1970-71 are expected to be around Rs 
1,530 crores, as against Rs 1,413 
crores in the previous year. The rate 
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of growth represents an increase of 8 
to 8. S per cent. Exports between April 
1970 and February 1971, for which firm 
figures are available, were worth R$ 
1,395 crores as against Rs 1,285 crores 
for the 11 months in 1969-70. Taking 
March 1971, the exports far the whole 
of 1970-71 are expwtcd to exceed Rs 
1,500 crores. The Foreign Trade 
Minister, Mr L.N. Mishra, told a news 
conference that there was undoubtedly 
a breakthrough on the export front. 
The increase was far in excess of the 
“gloomy projections” of 3.5 per cent 
made by the World Bank in its draft 
chapter on foreign trade for its annual 
economic report on India, and clearly 
exceeded the fourth Plan target of seven 
per cent annual rate of growth. 

(Rs crores) 
(Post-devaluation rate) 

Year Imports Exports Balance 

(in- of 

eluding Trade 
re- 




exports) 


1963-64 

1926 

1249 

—677 

1964-65 

2125 

1286 

—839 

1965-66 

2218 

1269 

—949 

1966-67 

2078 

1157 

—921 

1967-68 

2008 

1199 

—809 

1968-69 

1909 

1358 

—551 

1969-70 

1567 

1413 

—154 

April 1970— 
February 1971 

1508 

1395 

—113 

April 1969— 
February 1970- 

1442 

1285 

—157 


PERFORMANCE OF BANKS 

The data available for the first 14 
months of 2,136 new branches of the 
nationalised banks show an average de¬ 
posit collection of Rs 5.4 lakhs per bank 
and an average credit dispersal 
of Rs 3.2 lakhs. It was re¬ 
vealed that the credit-deposit ratio of 
60 per cent which this performance 
worked out was good compared to 
two to four per cent before nationali¬ 
sation. A significant feature of this 
development was that it indicated the 
absorption of the high volume of de¬ 
posits in local areas specially in the 
rural sector reversing the earlier trend 
of deposits being attracted toward 
cities and urban sectors for utilisation. 
Of these new branches, 1,182 were in 
unbanked rural sectors and 271 and 
14 in urban and semi-urban areas, 
respectively. There has been a 
significant expansion of agriculture in 
the form of loans against crops and the 
like. As against 172,(XM) accounts with 
outstandings of about Rs 38 crores be¬ 
fore nationalisation, the number of 
accounts had gone up to 785,000 with 


outstandings amounting to Rs 202 
crores by the end of last year. 

The chief executives of the nationa¬ 
lised banks who met ir. New Delhi 
recently discussed the follow-up of the 
Thakkar Committee’s recommenda¬ 
tion particularly on the schemes 
with an employment potential. 
The conference had reviewed the ac¬ 
tion taken by ditferent banks on the 
guidlines put forward by the Reserve 
Bank for the implementation of the 
committee's recommendations. The 
consensus of the conference was that 
the achievement of banks directly or 
indirectly generating employment 
through operations would depend on 
the “incenliveness” of each bank. 
During discussions on recruitment and 
personnel policies of the nationalised 
banks, it was suggested to centralise 
recruitment and also the development 
of regional training programmes. 

U.S. WHEAT 

The United States Department of 
Agriculture issued on April 20, 1971 a 
purchase authorisation for 817,490,000 
covering purchase of about 280,000 
metric tons of wheat by India. The en¬ 
tire quantity is likely to be shipped by 
the end of June 1971, The authorisa¬ 
tion was issued in pursuance of the 
Supplementary PL-480 Agreement dated 
April 1, 1971 between the Government 
of the United Stales of America and 
the Government of India. 

LOAN CONVERSION 

The union government has autho¬ 
rised public financial institutions to 
convert loans and assistance in excess 
of Rs 50 lakhs granted to private indus¬ 
trial units into equity. This decision 
requires all public financial institutions 
giving aggregate assistance in excess 
of Rs 50 lakhs to private industrial 
concerns to normally provide in the loan 
covenant for convertibility into equity. 
In case where the aggregate assistance 
ranges between Rs 25 lakhs and Rs 50 
lakhs, the institutions, the government 
announced in a set of guidelines issued 
recently, may use their discretion 
inserting a suitable convertibility clause. 
Where the aggregate financial assistance 
is below Rs 25 lakhs the institution may 
not stipulate the convertibility clause 
in the loan agreement. In all such cases, 
however, the clause will relate to rupee 
loans only. The guidelines require the 
financial institutions to ensure that a 
reasonable ratio is maintained between 
debt and equity in the case of all assist¬ 
ed concerns in the interest of share¬ 
holders. They will have a say in the 
management of the assisted companies 
in that the order authorises the insti¬ 
tutions to nominate directors to 
rejiM'csent them. The new direction 


carries forward the government's con¬ 
ception of a joint sector in which both 
private and publit: capital arc partners, 
suggestion for conversion of Joans from 
public financial institutions such as the 
nationalised banks, the Industrial 
Finance Corporation, the Industrial 
Development Bank, the Investment 
Corporation of India, the Life Insur¬ 
ance Corporation and the Unit Trust of 
India was also made by the Industrial 
Licensing Policy Inquiry Committee. 
According to official sources the guide¬ 
lines are intended to bring about uni¬ 
formity in approach in convertibility by 
all public financial institutions. In 
respect of loans given in the past the 
financial institutions concerned would 
have discretion to negotiate conversion 
if there is a default, each being settled 
on its own merits by negotiations with 
the industrial concerns. 

AWARD FOR INVENTIONS 

The union Minister for Industrial 
Development, Mr Moinul Haq Chou- 
dhury, recently called upon the Inven¬ 
tions -Prtmioiion Board to extend its 
activity to industrial exploitation of the 
inventions. Distributing the awards 
for import substitution, he said that 
the Board should also give more atten¬ 
tion to the rural areas. Mr Choiidhury 
praised the efforts made by the Board 
in giving assistance to the inventors. 
He w'us happy that the list of inventions 
made ranged to even sophisticated and 
complex items. So fur the Board has 
given 269 awards totalling Rs 2.82 
lakhs and grants of Rs 5.56 lakhs. The 
award distributed this year included 
eight inventions announced on the 1970 
Republic Day, for the 30 inventions 
announced on the Independence Day 
of 1970 and 14 awards announ¬ 
ced during this year's Republic Day. 

VARIMEX EXHIBITION 

Varimex, Polish enterprise for foreign 
trade in co-operation with Messrs. 
Sevantilal and Bros, Bombay, the sole 
agent for medical equipment in India, 
organised an exhibition at Polish Infor¬ 
mation Centre, New^ Delhi. The exhibits 
represented surgical and dental ins¬ 
truments which have been known in 
Europe and all over the world for seve¬ 
ral years. 

NAMES IN THE NEWS 

Dr P. Bharali has been appointed to 
the post of technical adviser in the office 
of the Managing Director, Oil India, 
New Delhi. He will be responsible for 
the basic scrutiny of plans made by the 
operating personnel at field head¬ 
quarters, to enable the two executive 
directors of the company, the Manag¬ 
ing Director and the Fina^al Direc¬ 
tor, to keep the shareholder informed 
and formulate policy for the eventual 
board approval. 
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Save 

with 

grace 

Linoleum floor-coverings arc an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish^ 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering ■ For better living 

India Linoleums Ltd., 
P.O. Birlapur, 24 Parganas, West Bengal. 
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G>mpany Affairs 


TEXMACO 

At the meeting held recently, tlxe direc¬ 
tors of the Textile Machinery Cor¬ 
poration Limited have not recom¬ 
mended any dividend, both on the 
equity and preference shores, for the 
year ended December 31, 1970, in view 
of paucity of funds. The profit amounts 
to Rs 48.67 lakhs against which a sum 
of Rs 5.24 lakhs has been written off 
against debenture issue expenses and 
the balance amount of Rs 43.43 lakhs 
has been provided for depreciation. The 
dividends on all classes of preference 
shares were recommended in 1969, 
while the dividend on ihc equity was 
skipped for the past few years- 

DUNLOP 

Dunlop India has submitted an appli¬ 
cation to the union government for 
permission to establish a new factory 
with an initial capacity of 300,000 auto¬ 
motive tyres and lubes in Ooa. This 
was disclosed at the annual general 
meeting of Dunlop India Limited by 
the chairman, Mr R-O-S. Nairn. He 
said that in keeping with the company’s 
policy of forward planning, some land 
had already been purchased and he ex¬ 
pressed the hope that this application 
would be considered favourably, parti¬ 
cularly in view of the company’s credi¬ 
table export performance, good record 
of supplies to defence and vehicle manu¬ 
facturers and development policies. 

HINDUSTAN BREWERIES 

The subscription list of the public 
issue of Rs 12.25 lakhs in 122.000 equity 
shares of Rs 10 each at par by Hindus¬ 
tan Breweries and Bottling Lid will 
open on May 11. The entire public 
issue has been underwritten. The com¬ 
pany proposes to set up a brewery at 
Thana near Bombay with an installed 
capacity of 25,000 bottles per day. It 
has been promoted by the Ookul 
Chand Narang group of New Delhi. 
The total cost of the project is estimated 
at Rs 74.24 lakhs, 

BANK OF BARODA LTD 

The directors of Bank of Baroda Ltd 
and Tata Chemicals Ltd have approved 
the scheme of merger of Bank of 
Baroda Ltd with Tata Chemicals Ltd. 
The effective date of the merger will be 
January 1, 1972. Under the scheme, 
holders of five shares of Bank of Baroda ’ 
Ltd will receive nine ordinary shares of 
Rs 10 each of Tata Chemicals and five 


8% debentures of Rs 100 each of Tata 
ChendcaJs. The debentures and new' 
shares will rank for interest and divi¬ 
dend, from January 1.1972. Those share¬ 
holders of Bank of Baroda Ltd who are 
not willing to join the scheme of 
merger will be given Rs 135 per share. 
The funds received by Tata Chemicals 
will ^ utilised by the company for fi¬ 
nancing partly it.; expansion plans. The 
boards of both these companies feel 
that the scheme is in the interest of the 
shareholders of the companies, 

CHEMO-PHARMA 

Chemo-Pharma Laboratories Ltd. 
proposes to diversify in the field of ther¬ 
mosetting plastic.s. The company has 
recently received an industrial licence 
to manufacture annually 600 tonnes of 
urea formaldeliydc moulding powder, 
260 tonnes of mellamine formaldeyhdc 
moulding powders and 250 tonnes of 
industrial resins. This new project will 
be set up at Bhiwandi (Maharashtra). 
Construction work of the factory build¬ 
ing has already commenced. During 
the year 1970 the company received 
a gross profit of Rs 10.32 lakhs. 
Equity dividend was maintained at 12 
per cent' 

INDIAN COPPER 

Ihdian Copper Corporation Ltd has 
declared a taxable ordinary dividend of 
11.111 per cent. 20 paise per unit of 
stock for 1970 against 8.889 per cent in 
the previous year absorbing £285,688 
(£228,550). The pre-tax profit has 
amounted to £1,718,357 (£1,225,126) 
after providing £296,747 (£319,669) for 
depreciation and £20,794 (£135,798) for 
development rehiite reserve. Taxation 
claims £861,111 (£530,536) leaving a 
net profit of £857,246 (£694,570). A 
sum of £38,204 (£41,919) has been 
transferred from development re bale 
reserve. After making provision 
for capital reserve, the balance of 
£861,053 (£689,341) is transferred to 
general reserve. 

DHARAMSI MORARJI 

The Dharamsi Morarji Chemicals 
Co. Ltd has recorded during 1970 a 
gross profit of Rs 1.34 crores against 
Rs 1.31 crores for the previous year. 
The total sales for 1970 amounted to 
Rs 850.63 lakhs as compared with Rs 
794.89 lakhs in the previous year. The 
directors have proposed to maintain an 
equity dividend of Rs 10 per share on 
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the company’s increased capital. The 
proposed equity dividend would absorb 
R$ 25.49 lakhs with the bonus share 
issued during the year participating in 
distribution. Six per cent of the divi¬ 
dend is expected to be tax-free against 
seven per cent of the 1969 dividend. 
The total value of exports was Rs 28.32 
iakhs, which showed an increase of Rs 
3 67 lakhs as compared with the per¬ 
formance in 1969. Out of the gross 
profit, depreciation claims Rs 34,61 
lakhs, taxation Rs 53.50 lakhs and de¬ 
velopment rebate reserve Rs 3.11 lakhs 
leaving a disposable surplus of Rs 
43.15 lakhs against Rs 42 47 lakhs. 
This surplus has been disposed of by 
transferring a sum of Rs 41.47 lakhs 
to the general reserve No. 1 and the 
balance of Rs 1.74 lakhs to general re¬ 
serve No. 2. 

UNIVERSAL TYRES 

Universal Tyres Lid expects to start 
trial production shortly. Construction 
of the company's buildings is nearly 
completed, and most of the imported 
and indigenous nuichinery has been re¬ 
ceived and erected at the factory. The 
company’s working during 1970 has 
resulted in a los.s of Rs .52,108. After 
bringing in the previous years* loss and 
making some adjustments, a debit 
balance of Rs 6(),.^40 has been carried 
forward, 

WARNER-HINDUSTAN 

The board of directors of Warner- 
HindustanLtd has at its recent meeting 
proposed to maintain the equity divi-^ 
dend for the year ended December 31, 
1970, at nine per cent fully exempted 
from tax under Section 80 K of the I.T. 
Act, 1961. It has also decided to issue, 
subject to the approval of the share¬ 
holders and the Controller of Capital 
Issues, bonus shares in the proportion 
of two equity for five equity by capita¬ 
lising Rs 28 lakhs from the general re¬ 
serves. The net sales during the year 
increased by 60 per cent from Rs. 

2 68 crores to Rs 4 29 crores and the 
net profit from Rs 25.35 lakhs in 1969 
to Rs 43.29 lakhs. The profit was 
arrived at after providing Rs 24.89 
lakhs for depreciation, Rs 48.86 lakhs 
for taxation and Rs 0.64 lakh for de¬ 
velopment rebate reserve. The previ¬ 
ous year’s provisions under the respec¬ 
tive heads were Rs 17,53 lakhs, Rs 
2.90 lakhs and Rs 26.26 lakhs. After 
adding Rs 4.67 lakhs on account of 
excess provision and refund of income- 
tax, etc., the amount available for appro¬ 
priation is Rs 47 96 lakhs out of which 
the directors have allocated Rs 15.54 
lakhs to prior year’s adjustments, Rs 
2.65 lakhs to reserve for repayment of 
US AID loan and Rs 12 lakhs to pre¬ 
ference share capital redemption 
rcvscrve. The prior year’s adjustments in- 
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elude additional depreciation of Rs 
12,56 lakhs on account of t^e rcadop- 
tion of the method for providing it on 
reducing balance basis, Rs 0.92 lakhs 
written oH' in respect of capital expen¬ 
diture on scientific research and Rs 2.05 
lakhs for other adjustments. Out of 
the balance, the dividend on preference 
and equity shares would absorb Rs 
7.80 lakhs and Rs 9.97 lakhs would be 
transferred to the general reserve. 

H-M.T. 

Hindustan Machine Tools hopes to 
make profits during the current year, 
according to Mr S.M. Patil, Managing 
Director of the company. Addressing 
a news conference after laying the foun¬ 
dation-stone for the Rs 3 crorcs 
press division. Mr Patil foresaw 
“exciting prospects'’ with the 
decision to establish five new 
projects at a cost of Rs 20 crores 
at Srinagar, Bangalore, Kalamasscry, 
Pinjorc and Hyderabad. The press di¬ 
vision, being set up in collaboration with 
a Chicago firm, is expected to come up 
within 18 months from now. However, 
without waiting for the project to come 
up, presses of smaller capacity were 
already being manufactured at 
Hyderabad. Mr Patil pointed o -ii that 
these presses, which were a 
kind of machine tool, would 
be useful for the proposed small 
car project. Mr Patil expected produc¬ 
tion to go up to Rs 20 crores and ex¬ 
ports to Rs 1.5 crores during the current 
year. Total exports have touched the 
Rs lOO-crore mark, he added. All the 
HMT projects put together have 
achieved 80 per cent capacity utilisation. 
Mr Patil said. 

CAPITAL AND BONLS ISSUES 

Consent has been accorded to 17 
companies to raise capital of over Rs 
24 crorcs. Eight of them arc to issue 
bonus shares totalling over Rs 11-17 
crores. The consents arc valid for 
12 months. The following arc the 
details: 

VoUamp lyansformers Private Ltd, 
Bavla, Ahmedabad, has been accorded 
consent to capitalise Rs 3,04,000 out 
of its general reserve and issue fully 
paid equity shares of Rs 100 each as 
bonus shares in the ratio of one bonus 
share for every one equity share held. 

Taneegunge Cola Association l4d, 
Calcutta, has been accorded consent to 
capitalise Rs10,49,600 out of its general 
capital reserves and issue fully paid 
equity shares of Rs 10 each as bonus 
shares in the ratio of one bonus share 
for every five equity shares held. 

Chemosyn Private Ltd, Bonibay-69, 

has been accorded consent lo capitalise 


Rs 5 lakhs out of its general reserves 
and issue fully paid equity shares of 
Rs 100 each as bonus shares in the ratio 
of five bonus shares for every eight 
equity shares held. 

Oil Seals Manufacturing Co, Private 
Ltd, Bombay, has been accorded con¬ 
sent to capitalise Rs 3,60,000 out of 
its general reserves and issue fully paid 
equity shares of Rs 100 each as bonus 
shares in the ratio of one bonus share 
for every equity share held. 

J'he Kolhapur Sugar Mills Ltd, Kolha¬ 
pur, has been accorded consent to 
capitalise Rs 19,59,000 out of its general 
reserves and issue fully paid equity 
shares of Rs 100 each as bonus shares in 
the ratio of one bonus share for every 

4 equity shares held. 

Voltas Ltd, Bombay, has been ac¬ 
corded consent lo capitalise Rs 86,58,000 
out of its general reserves and share 
premium account and issue fully paid 
equity shares of Rs 100 each as bonus 
shares in the ratio of one bonus share 
for every five equity shares held. 

Hindustan Wire Products Ltd, Cal¬ 
cutta, has been accorded consent to 
capitalise Rs 6,25,000 out of its general 
reserve and issue fully paid equity 
shares of Rs 10 each ai bonus shares in 
the ratio of one for every three equity 
shares held. 

Lamp Caps & Filaments Ltd, Bom¬ 
bay, has communicated to government 
of its proposal to issue capital under 
Clause 5 of the Capital Issues (Exempt¬ 
ion) Order, 1969 of Rs 40 lakhs (including 
Rs 41,000 already issued) divided into 
3 lakhs equity shares of Rs 10 each and 
10,000. 9.5 per cent cumulative redeem¬ 
able preference shares of Rs 100 each 
to be issued for ca.sh at par for financing 
the first phase of the project for manu¬ 
facture of tangsten filament wires. 

Indian Tool Manufacturers Ltd, Bom¬ 
bay, has communicated to govern¬ 
ment of its proposal to issue capital 
under clause 5 of the Capital Issues 
(Exemption) Order, 1969 of Rs 38 lakhs 
in the form of secured loan for expan¬ 
sion of the company’s plant at Nasik. 

Bijoynagar Tea Co. Ltd, Calcutta, has 

communicated to government of its 
proposal to issue capital under Clause 

5 of the Capital Issues (Exemption) 
Order, 1969 of Rs 36 lakhs for creation 
of charge for cash credit for augmenting 
its finances. 

Credit Guarantee Corporation of India 
Ltd, Bombay, has communicated to 
government of its proposal to issue 
capital under clause 5 of the Capital 
issues (Exemption)Order 1969 of20,000 
equity shares of Rs 1000 each for Rs 
two crores for giving guarantees and 


indemnities for credits granted by 
banks and other Institutions to various 
borrowers. 

Mallmti Tea & Industries Ltd Cal¬ 
cutta, has communicated to govern¬ 
ment of its proposal to issue capital 
under Clause 4 of the Capital Issues 
(Exemption) Order, 1969 of Rs 30 
lakhs for creation of charge for a cash 
credit for augmenting its finances. 

The Delhi Ooth & General Millg Co. 
Ltd, DelhL has been accorded consent 
to capitalise Rs 7,73,47,725 out of its 
general reserves and issue fully paid 
equity shares of Rs 25 each as bonus 
shares in the ratio of four bonus shares 
for every Rs 125 equity capital held. 

SKOL Breweries Ltd, Bombay, has 

communicated to government of its 
proposal to issue capital under clause 
5 of the Capital Issues (Exemption) 
Order, 1969, amounting lo Rs 33,25,000 
(including Rs 24.00,070 already issued) 
divided into 3.32,500 equity shares of 
Rs 10 each to be issued privately for 
cash at par for financing the manu- 
iacture of beer. 

The Hindustan Construction Co. 
Ltd, Bombay, has communicaicd to 
government of its proposal to issue capi¬ 
tal under Clause 5 of the Capital Issues 
(Exemption) Order, 1969, of Rs 175 
liikhs divided into Rs 50lakhs in9.5% 
redeemable cumulative second pre¬ 
ference shares of Rs 100 each, redeem¬ 
able after J2 years but not later than 15 
years for cash at par and Rs 125 lakhs 
in 12,500 non-convertible debentures of 
Rs 1,000 each carrying interest at 8 
per cent per annum for cash at par for 
repayment of advances obtained by 
the company. 

Industrial Reconstruction Corporation 
of India Ltd, Calcutta, (proposed to 
be set up) has communicated to go¬ 
vernment of its proposal to issue capi¬ 
tal under clause 5 of the Capital Issues 
(Exemption) Order, 1969 of equity 
shares of Rs 1000 each of a value of Rs 
10 crorcs for financing the reconstruc¬ 
tion and rehabilitation of industry. 

Kothari (Madras) Ltd, Madras, has 
been accorded consent to issue capital 
of Rs 2,40,59,250 consisting of equity 
shares of Rs H) each of a value of Rs 
2,22,59,250 (of which shares of Rs 
750 subscribed by the subscribers to the 
memorandum) and 9.3% cumulative 
redeemable preference shares of Rs 
10 each of a value of Rs 18 lakhs to the- 
share holders of Blue mountain 
Estates & Industries Ltd, Waterfall 
Estates Ltd, Balmedies Plantations Ltd, 
Kothari Textile Ltd and Adoni Spinn¬ 
ing & Weaving Co. Ltd as a result of 
the latter companies' amalgamation 
with Kothari (Madras) Ltd, sanctioned 
by the High Court, Madras. 
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In 1933 Sir Bernard Mallet and C. 
Oswald George published the third of 
a series of volumes on British budgets 
covering the period 1921-22 to 1932-33, 
that is, ending with Neville Chamber¬ 
lain’s first budget of 1932. The avowed 
intention of the two authors was to give 
condensed but readable accounts of 
each separate budget speech with the 
discussions which accompanied it 
and to bring out, by quotations and 
summaries, the opposing arguments of 
the main mailers at issue in the de¬ 
bates. The readers owe a great debt 
to B.E.V. Sabine that he has tgken up 
that work and revived the tradition. 
Titis is because the readers of British 
Budgets in Peace and War 1932^I94S 
will realise that in spite of the fashion¬ 
able pastime in the post-war world to 
deride the annual budget as an out¬ 
worn relic, the budget is likely to re¬ 
main a unique economic and political 
event of every year. 

Radical Changes 

As we read the book, one finds that 
the period from 1933 to 1945 saw more 
radical changes in taxation, particu¬ 
larly in direct taxation and in budge¬ 
tary policy generally, than any other 
dozen or so consecutive years in British 
fiscal history. Chamberlain’s first 
four budgets, though pitched in a minor 
key, played a vital part in the limited 
recovery of 1933 to 1936, by a delicate 
combination of inflationary and de¬ 
flationary measures. His last three 
budgets were inevitably circumscribed 
by mounting armaments expenditure, 
a handiew which got intensified under 
Simon. Even when World War II 
broke out, the level of taxation rose up 
only in a surprisingly slow way. It was 
left to Kingsley Wood and his advisers 
from 1941 onwards to put taxation on 
a war footing. It was however Ander¬ 
son, his successor, who completed the 


transformation of the budget from a 
book keeping statement of income and 
expenditure to ils use as a cardinal 
instrument of stale policy. 

Direct taxation holds pride of place 
in the catalogue of changes, the yield 
rising from £ 484 millions in 1938 to 
£2,054 millions in 1945, the major ingre¬ 
dient of which was income-tax and sur¬ 
tax. But from the outset of the war, 
there had always been a measure of re¬ 
lief from income-tax, including surtax, 
to any individual whose actual earned 
income for the current year had, owing 
to war, fallen substantially short of his 
earned income as assessed normally 
the amount of the precceding year's 
income. This relief, continued annually, 
was a specific wartime measure. There 
were also some other legislative con¬ 
cessions which also acted as a lubricant 
to the high-geared tax machine. 

The outstanding administrative inno¬ 
vation of the period basically in collec¬ 
tion procedure was Pay as You Earn. 
This method did make a very impor¬ 
tant contribution to the battle against 
inflation by immediate deductions from 
wages paid weekly or monthly. The 
adjustment of rates and allowances and 
improvements in collection were the 
two well-proved methods of increasing 
tax yield and etficiency. 

Imposition of New Taxes 

A third factor was the imposition of 
new taxes. Chamberlain’s idea had 
been to tax not profits as such, but their 
rate of expansion, and the rate of charge 
was to vary according to the percen¬ 
tage of growth. The Excess Profits Tax 
became one of tlic main sources of tax 
revenue from 1939 to 1945. 

It is a fiscal axiom that high rates of a 
tax attract both avoidance and evasion 
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in direct proportion to the steepness of 
those rates. In the period under re¬ 
view there was hardly a Finance Act 
which did not therefore contain, to 
a greater or lesser degree, anti-avoi- 
dance sections. 

But direct taxation was only one 
weapon in the battle for current revenue 
and struggle against inflation. Indirect 
taxation played a role which was cqua- 
ally indispensable. The rise of in¬ 
direct taxation to ils climax was a more 
gradual process than that of direct taxa¬ 
tion. But towards the end of the war it 
was the only fiscal sector where expan¬ 
sion could still by justified both for 
practical and psychological reasons. 
From a fiscal point of view the two most 
significant features of indirect taxation 
during the period were, first, its re¬ 
markable and consistent buoyancy and 
secondly, the fact that the chancellors 
never felt the need to resort to some 
‘fancy’ taxes- 

Outstanding Innovation 

There was one outstanding innova¬ 
tion in the sphere of indirect taxation, 
parallel to the introduction of Excess 
Profits Tax in the field of direct taxa¬ 
tion, namely Purchase Tax, which 
joined the tax structure in 1940. Pur¬ 
chase Tax was an undoubted success on 
both its fronts; but like Excess Profits 
Tax, its rates encouraged evasion and 
with rationing was a powerful stimulus 
to black-markct activities. By 1945 
there was a tacit assumption tliat the 
Purchase Tax was losing its character as 
a wartime and temporary measure and 
was grudgingly gaining approval as a 
permanent fiscal measure. 

From the reading of the book, it i.s 
obvious that of the four chancellors of 
the period (Chamberlain, Simon, Kings¬ 
ley Wood and Anderson), strange as it 
might appear, it was Chamberlain who 
was the strongest of them of all, com¬ 
bining experience and orthodoxy. More¬ 
over, Budgets were reflections of the 
Chancellors who presented them- 
Charabcrlain’s were orthodox profit and 
loss accounts, the product of an ac¬ 
countant-politician ; Simon’s budgets 
were cast in the conventional mould 
but they were drafted by a lawyer who 
had accepted a brief for their defence. 
Wood altered and simplified the form of 
presentation entirely, a process conti¬ 
nued and perfected by Anderson in 
whose budgets the statistics occupied 
a comparatively minor place. 

The importance of the budget de¬ 
bates is to see how far the chancellor 
and his advisers read the prevailing 
economic conditions right and how 
far the average member of the legisla¬ 
ture understood the basic economic 
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trends and issues of the period. From 
the reading of the book one gets the 
impression that it is in thc^ nature of 
taxation that its victories' are more 
easily achieved in war when taxation 
measures are based on a sort of ins¬ 
pired pragmatism than in peace when 
taxation issues tend to get blurred by 
party prejudices and theoretical experi¬ 
ments. 

This is an extremely readable book 
and even as one reads this book the 
thought is ever present that someone 
should write a similar book on Indian 
budgets. 

trade unionism in railways 

In the trade union world the year 
1968 has a special significance as it 
marks the golden jubilee of the Indian 
trade unionism of which railway labour 
movement in India is an integral part. 
Dr Mahesh Kumar Mast deserves 
warm appreciation for his scholarly 
publication Trade Union Movement in 
Indian Railways, which secured for him 
the Ph.D. degree of the Agra University. 

It ivS inicrcsling to know that trade 
union movement in Indian Railways is a 
post-1914 phenomenon. Until 1914 
the so-called railway unions were 
mostly humanitarian and philanthropic 
associations to aid railway workers. 
The low wages and high profits during 
World War I, the rising price level, 
the recommendations of the Acworth 
Committee Report, the Russian Revo¬ 
lution and the formation of ILO in¬ 
creased the sense of solidarity among 
railway workers and stimulated (he 
Indian Railway unionism in the post¬ 
war period. It was however only after 
1926 when the Indian Trade Union 
Act was passed that the real beginning 
was made. But during the years 1926- 
29 the movement was marked by inter¬ 
nal dissensions and by the impact of 
political and communal factors. The 
depression years of 1930-34 struck a 
severe blow to the railway trade union 
movement. The period 1935-38 saw 
the revival of railway unionism and w'as 
the period of ‘hope and optimism for 
the Indian trade unionism in general. 
The breaking out of hostility in Hiirope 
in 1939 and gradual rise in the cost of 
living gave a fresh impetus to the strug¬ 
gle of Indian railw^ay workers, and the 
years 1939-45 w'ere the years of hard toil 
for workers in general. The price level 
during World War 1 showed steep rise 
and along with the price rise the trade 
union membership showed a rising 
trend, the index of membership (with 
1930-31 as the base year) shooting up to 
114 in 1939, 240 in 1945 and 413 in 
1948. 

Although railwa\ trade unionism 
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has come to stay, according to the 
author, its present position in regard to 
membership and finance is far from 
satifactory. The explanation of this 
lies in the poverty of members, their 
heavy financial liabilities, lack of en¬ 
thusiasm for union and also, to some 
extent, to the hostility of railway ad¬ 
ministration. Being poverty-stricken, 
railway unionism has not been able to 
develop welfare activities for its mem¬ 
bers. According to the author the most 
important internal weakness of the 
Indian railway unionism is that the 
very urge for organisation is wanting 
among railway workers who take inte¬ 
rest in unions only when faced with 
a grievance. The membership generally 
increases during periods of strikes and 
dwindles at other times. The fact is 
(hat the real strength of a union lies in 
its consistent membership. 

Tile author also notes that the Indian 
railway unions have generally failed to 
promote all-round development of their 
members who therefore do not take 
keen interest in their unions. 
Nothing so far has been done 
by unions to promote among members 
self-help and co-operation. The basic 
dilTerences between the two rival bodies, 
namely the National Federation of 
Indian Railwaymen and All-India Rail¬ 
wayman’s Federation, have been also 
hampering the constructive work of 
railway unions in India. 

Distant Relationship 

If we find strained industrial rela¬ 
tions in Indian Railways, the main rea¬ 
son is the distant relationship between 
the railway management and the rail¬ 
way workers. Management executives 
confined to ivory towers in distant 
places have lost all contacts with the 
rank and file who have to work in dis¬ 
tant parts of the country away from 
home. The Indian Railways should in 
fact provide a model for industrial re¬ 
lations in India. This will require a 
regular and eficctive means of communi¬ 
cation from top to bottom and vice 
versa in order to keep the management 
informedabout the needs and difficulties 
of railway employees. Also, Indian 
Railways, being the largest employer and 
ihe biggest public utility establishment 
m India, is expected to give lead 
in introducing labour participation in 
management and set a worthy example 
lor others to follow. TTie author rightly 
feels that railway trade unions should 
also adopt responsible and constructive 
attitude towards all these problems and 
divert the energies of their members to 
more fruitful fields of co-operation. 

The Indian Railways arc beset with 
many problems of which labour prob¬ 
lem is an important one. It is good that 
the author has analysed these labour 
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problems in Indian Railways in an ob¬ 
jective manner and has pointed out the 
direction in which railway unionism 
in India should move in future, 

INSMTirnONAL FINANCE 

In his book Institutional Financings 
in IndiQs DrMaitin has made an attempt 
to examine the operations of the, specia¬ 
lised financial institutions in India and 
to suggest appropriate improvements 
in the working of these institutions. 
The period covered by this study is 
from the beginning of institutional 
financing in India to the accounting 
year of financial institutions ending 
in 1969, i.e. a history of about 22 years. 

The author’s survey has led to instruc¬ 
tive findings and conclusions. The 
financial problems of an under-deve- 
Jqped economy are so profound that 
very determined efforts are necessar}' 
to meet the situation. Promotion of 
specialised institutions for supplying 
industrial finance is one such efl'ort 
which may help the economy to go for¬ 
ward. 

The author is of the opinion that in¬ 
adequate supply of industrial finance 
was a major limiting factor in the 
industrial growth of the country and 
that the importance of institutional 
financing was recognised rather late in 
India. Although such institutional 
financing for industrial development 
was recommended by the Industrial 
Commission in 1916, External Capital 
Committee in 1924, and the Central 
Banking Enquiry Committee in 1931, 
it was only in 1947 that it was accepted 
as an important instrument of industrial 
growth. 

The history of institutional financing 
in India opens in 1948 when the In¬ 
dustrial Finance Corporation was es¬ 
tablished. This was followed by the 
enactment of the State Financial Cor¬ 
poration Act in 1951 which enabled 
states to establish separate financial 
institutions in the states. NIDC was 
incorporated in 1954 and ICICI was 
sponsored in 1955. Then came the 
Refinance Corporation in 1958, 
Rehabilitation Industries Corporation 
and Film Corporation in 3959 and 
the stale industrial development cor¬ 
porations since 1960. Unit Trust of 
India was formed in 1964 and IDB 
appeared on the scene the same year. 
This shows how specialised financial 
institutions were established in India 
in quick succession. 

Examination of the cost of institu¬ 
tional finance in India was one of the 
objectives of the study. The author’s 
findings arc that the cost of finance 
fluctuates from institution to institution 
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and that .the terms and conditions of 
assistance are not uniform. It is ob¬ 
served that the terms of assistance of 
a private financial institution are gene¬ 
rally more favourable to industry than 
those of statutory corporations. A 
comparison between the cost of insti¬ 
tutional finance and capital issues 
shows that the recurring cost of issuing 
debentures is generally lower than the 
cost of institutional finance which is 
about 9.3 per cent. It is perhaps the 
cost of issuing preferential shares 
which is a little higher than the cost of 
institutional finance. In sum it may be 
suggested that financing costs of in¬ 
dustry should nof be allowed to move 
in an arbitrary manner andthere should 
be greater uniformity between the cost 
of financial assistance provided by diffe¬ 
rent financial institutions. 

Institutional Finance 

As regards the estimate of the supply 
of institutional finance, the study 
shows that the institutional finance in 
India has contributed only about 11.5 
per cent of the requirements of indust¬ 
rial finance during the period of the 
three five-year Plans. In view of the 
future estimates of about 18 per cent 
expected from this source of industrial 
finance, some extra effort seems neces¬ 
sary to increase the supply of finance. 
In this connection the author has exa¬ 
mined the question of specialisation 
versus expansion of financial institutions 
in India and his analysis shows that 
one essentia! measure to increase the 
usefulness of the financial institutions 
in India and to augment the financial 
assistance rendered by them is the 
avoidance of overlapping functions and 
duplication, and introduction of specia¬ 
lisation in their activities. 

The author has come to the conclu¬ 
sions that the ICiCI is the only financial 
institution exclusively working for the 
private scvtor in the country, that the 
forms of financial assitance available 
from diflerent financial institutions are 
almost similar, that the nature and 
variety of their functions are almost 
identical and that there is a considerable 
anpunt of overlapping of functions. 
It is for this rca.son that the author 
has suggested more planning and 
specialisation iu the institutional 
financing in India. Thus the need of 
the hour according to the author is to 
reorganise the institutional structure of 
these financial institution's on a more 
scientific basis. 

The author also has made the further 
valuable suggestion regarding the crea¬ 
tion of a separate cadre for managing 
these specialised financial institutions 
in the country. This is because it is the 
quality of the personnel who run these 
financial institutions that will ultimate¬ 
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ly determine the quality of the opera¬ 
tions of these institutions. 

In ordertoaugmentthe lending capa¬ 
city of these institutions, there will have 
to be more effective mobilisation of 
resources. At present except UTl no 
other financial institution in the country 
makes an attempt to mobilise re¬ 
sources from the general public, which 
means that the contribution of private 
capital to their resources has been negli¬ 
gible. Therefore the author has sugges¬ 
ted that opportunities should be created 
for private investors for an increased 
participation in the supply of funds to 
these institutioifs. 

Industrial decentralisation, regional 
distribution and balanced regional in¬ 
dustrial developnient are some of the 
goals of our five year Plans. The au¬ 
thor therefore has made the suggestion 
that the priorities of the five year Plans 
and financing policies of the public 
financial institutions should synchro¬ 
nise. A clear-cut policy should be for¬ 
mulated in respect of priorities of assis¬ 
tance to be rendered by these iinancial 
institutions. To assist backward areas, 
rates of institutional assistance to these 
areas may be subsidised. 

The author has also suggested that 
the annual reports of these institutions 
should be extremely comprehensive en¬ 
abling more detailed analysis of their 
functioning. 

After reading this book one feels that 
since these institutions have been work¬ 
ing for quite some time, a thorough en¬ 
quiry by a commission is necessary. This 
will enable the reorganisation of these 
bodies on a more scientific basis and en¬ 
able better and more efiective use of 
their limited resources. 

There is no doubt that the author has 
taken great pains to collect the material 
and analyse it as objectively as possible. 
The reading of the book gives a better 
idea of the financial requirements of our 
industries and the role played by the 
specialised financial institutions in the 
country. His positive suggestions are 
eminently suitable and should receive 
careful consideration at the hands of the 
authorities concerned. The book will be 
found useful especially by the students 
of industrial finance. 

PROBLEM OF W. BENGAL 

The problem of West Bengal with its 
strategic geo-political position, immense 
natural resources and talented people 
becomes the national problem. And 
therefore a systematic and comprehen¬ 
sive study on which to base the solution 
of the problem has long been overdue. 
The Bengal Chamber of Commerce and 
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Industry is therefore to be congratu¬ 
lated for sponsoring this significant 
task. West Bengal —- An Analytical 
Study, it must be mentioned, docs not 
attempt to work out a detailed and 
final solution to the problems of West 
Bengal. It however examines some of 
the causes that have led to the pre¬ 
sent state of affairs in West Bengal and 
to put them in the proper perspective. 
The idea behind the study is that such 
an analysis based on objective data will 
contribute to our understanding of the 
problems affecting that state and thus 
create an atmosphere in which satis¬ 
factory solution can be worked and seri¬ 
ous efforts for the regeneration of the 
stale can begin. It is an extremely laud¬ 
able objective and this excellent study 
has succeeded in putting the matters in 
their proper perspective and pointing 
out the directions in which proper solu¬ 
tions might be sought. 

Why Bother! 

Why bother about West Bengal? 
How important is that stale to India? 
Apart from its strategic Geo-political 
position, about one-lhiid of India’s coal 
requirements are met by that slate which 
also enjoys a monopoly in jute. West 
Bengal accounts for about one-half of 
the total engineering capacity in the 
country and a substantial part of chemi¬ 
cal and pharmaceutical industries. The 
state contributes the largest share of 
India’s foreign exchange earnings 
through mainly its exports of jute pro¬ 
ducts and about a quarter of the total 
exports of lea. Besides a share in the 
vital aluminium industry. West 
Bengal also accounts for about a third 
of India's steel capacity. The total niim- 
ber of joint stock companies ai work in 
that state as on March 31, 1969, was 
9,136 with a paid up capital of Rs 
640 crores, representing about one- 
third of the national total. In 1967, the 
slate absorbed Rs 619 crorcs of sche¬ 
duled bank credit out of the national 
total of Rs 2,734 crore, i.e. about 22 5 
per cent. Further, because of its geogra¬ 
phical position, West Bengal provides 
facilities for a large volume of inter¬ 
national and inter-state trade. Before 
its recent decline, Calcutta used to 
handle about 40 per cent of our total 
foreign trade. Major industrial cen¬ 
tres are located in the hinterland of 
Calcutta-Haldia port complex and the 
vast network of railways, air and sea 
communications spreading out in all 
directions from Calcutta connect the 
cities and all these important economic 
centres in the eastern region of the 
country. This should explain the im¬ 
portance of West Bengal to India and 
why the vicissitudes of West Bengal 
are the concern of the whole country. 

The book has explained with excep- 
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tional clarity various aspects of the life 
of the people in West Bengal —the 
physical features, the gradual growth 
of industries, the cultural resurgence, 
the impact of partition and the econo¬ 
mic developments since independence. 
Strangely enough it is after indepen¬ 
dence that West Bengal, in spite of 
fairly stable government of Dr B.C. 
Royl begins its downward journey, so 
much so'ihat in subsequent years Cal¬ 
cutta becomes a city in agony and a 
national problem. The book lias ob¬ 
jectively analysed, the problems which 
agriculture, industry and transport are 
facing in West Bengal since indepen¬ 
dence. There were and still arc the 
problems of recent recession which only 
accentuated the misery of the unfortu¬ 
nate masses of people especially in 
Calcutta and the areas around. 

Unfounded Accusation 

Against the fast deterioration 
in socio-economic position in West 
Bengal in general and the Calcutta 
metropolitian district in particular, 
there is the temptation on the part of 
Bengali public opinion to pul the entire 
blame and responsibility for this sorry 
state of affairs on the shoulders of the 
union government. The book has ob¬ 
jectively examined this charge against 
the union government and has come 
to the conclusion that generally there is 
no validity in that accusation. Thus, 
it may be noted that the central invest¬ 
ment on industrial project located in 
West Bengal during the period 1951- 
1968 amounted to Rs 408.2 crorcs as 
against Rs 48 crores in Gujarat and Rs 
49,2 crores in Maharashtra. Similarly 
the book points out that in regard to 
devolution of revenue from centrally 
pooled taxes, the complaint against the 
union government has not much sub¬ 
stance, though there is a strong case 
for revising the scheme of division of 
financial resources between the centre 
and the states. Of course this does 
not mean that the centte is absolutely 
blameless. In regard to the refugee 
rehabilitation programme there was 
serious discrimination by tlie centre 
against migrants from East Pakistan 
relat i\ c to their counterparts from West 
Pakistan. The former did not get any 
compensation for properties left in 
East Pakistan while the latter were fair¬ 
ly well compensated. Also the centre 
has grossly neglected the great metro¬ 
politan city of Calcutta. Further, while 
equalisation of steel prices and subsidi¬ 
sation of coal prices have taken away 
much of the locational advantages 
cnjoy'cd by the West Bengal industries, 
similar levelling of locational advantages 
with regard to cotton has not been 
attempted. All this leads to the con¬ 
clusion that while demanding modifica¬ 
tions and changes m certain policies 
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and practices pursued by the union go¬ 
vernment affecting the state. West 
Bengal must also take a long and hard 
self-critical look. Merely bemoaning 
the centre’s attitude at every turn is 
neither justifiable nor of much help. 

The ‘Strategy For Survival’ is easily 
t>ic most important part of the book. 
It should be noted that the present situ¬ 
ation in West Bengal is the cnd-product 
of a number of physical, social and 
economic processes none of which 
can be expected to yield the desired 
result, if tackled in isolation. The book 
indicates some of the priorities and 
principal requirements. The steps 
suggested are improvement in agricul¬ 
ture to meet food requirements, re¬ 
modelling of the presently surplus 
industrial capacity, improvements in 
small irrigation, drainage, communica¬ 
tions and housing, thus affording em¬ 
ployment to vast number of presently 
unemployed people in West Bengal, 
educational reforms by linking educa¬ 
tion with employment opportunities, a 
many-sided programme of mass commu¬ 
nication for bringing about better awar- 
ness among people of the deep-rooted 
problems whicli the state is facing and 
an intensive efi'ort to mobilise internal 
resources to raise the rate of investment 
and economic growth in the state. Jn 
all this, help of the central government 
and also of the World Bank may have 
to be taken. The book also suggests 
that a special authority should be 
constituted to deal with all these prob¬ 
lems in a concerted and effective way. 

So mucli is happening in West Ben¬ 
gal for so long and yet so little is known 
about all this to most of the Indians. 
It is therefore extremely gratifying that 
this excellent book has been brought 
out by the Bengal Chamber of Com¬ 
merce and Industry analysing the prob¬ 
lems of West Bengal and suggesting 
concrete steps to remove the ills from 
West Bengal and Calcutta where death 
appears to be lurking at the corner of 
every street. The Bengal Chamber has 
rendered a great national service by 
bringing out this; book. 

BUNDLE Of CONTRADICTIONS 

The rate of economic growth de¬ 
pends largely on the rate of industrial 
growth which in turn depends to a very 
great extent on the efficient and effective 
management of the industrial resources 
available in a country. Dr Oosavi is of 
the opinion that management is a vital 
factor in economic development, a view 
long ago expressed by Schumpeter. 
He has made an attempt in h^s Mam- 
gement Gap in a Developing Economy 
to point out gaps in management in 
various Indian sectors such as market¬ 
ing, finance, production and personnel 
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and in industries in the public sector. 
In the light of his analysis he offers 
certain suggestions ‘'to make govern¬ 
ment in business successful, to make 
co-operative sector more effective, to 
make educational effort more reward¬ 
ing and to develop in workers every¬ 
where a sense of belonging so as to 
build up sound industrial relations.” 
The 13 ‘research’ articles are supposed 
to have the above ambitious objective 
in view and therefore one begins to 
wade through the book with great ex¬ 
pectations and hepe. 

Total Disillusionment 

And what docs one find? The very 
first article on ‘Co-operation in a De¬ 
veloping Economy* gives the foretaste 
of the things to come. Any third rate 
book gives in a better way the charac¬ 
teristics of a developing economy. The 
author expects too much from co¬ 
operation with the inevitable conse¬ 
quent disillusionment. As regards the 
suggestion for improving co-operation, 
here is a gem: “The State should en¬ 
deavour by all possible means to make 
co-operation based on an efi'ort wdiich 
must be integrated, co-ordinated and or¬ 
ganic; and state assistance, participa¬ 
tion and membership must be so ad¬ 
justed as to retain the essential chaiac- 
ter of the co-operative movement as 
the people’s movement, making the 
movement at the same lime sound, 
strong and effective in action and re¬ 
sults.” At this stage the reader is 
tempted to lay ofl' the book; but the 
reader persists, thanks to the brief fore¬ 
word by S.L. Kirloskar. But the same 
superficial analysis continues, pages 
after pages, whetlicr the topic is market¬ 
ing Or fiscal policy. Thus, while dealing 
with incomcrtax, the author pleads that 
progressive taxation being particularly 
pernicious in its effects, merits being 
abolished. Its incidence is “anti-social 
He further stales that “liberal 
economic thinkers advocate the replace¬ 
ment of progressive taxation by a flat 
rate of income-tax applicable to all 
incomes abo\'c a minimum and are 
averse to the sadist theory of taxation.” 
From where did he get all this know¬ 
ledge? Apart from the colossal igno¬ 
rance of the theory, the author seems tc 
lack even the practical sense when he 
makes such astounding proposals. 

His article on ‘Institutional Financ¬ 
ing in India* is of the same.ilk and bet¬ 
rays the same lack of knowledge and 
analytical ability. What is most ago¬ 
nising is that the author appears to be 
even unaware of self-contradictions in 
which he frequently indulgc-s. While hws 
writes on page 26 that we must “adopt 
free market economic policies, which 
alone are capable of bringing about the 
most effective utilisation of savings”, 
on page 44 he pleads for “a very posi- 
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tive role on the part of the state if costs 
of raising finance are not to go up*\ 
and on page 46 that '"The public sec- 
tor^ in such economies has an impor¬ 
tant place..’’ Under the beading 
"Criticism’ the author has disposed of 
the criticism of the working of the state 
financial corporations in less than eight 
lines. Second rate books on Indian 
economy contain more valuable in¬ 
formation and better analysis than what 
this research paper purports to do. The 
author appears to be even unaware of 
the contradiction when he writes that 
Indian public enterprises should be¬ 
come model employers and that they 
should also be run on business lines! 

And thus the author goes on with his 
superficial analysis and slovenly style 
dealing with one topic after another. 
AVhen literally cartload of books on 
practically every one of the aspects 
dealt by the author in this book are 
available in the market, one really fails 
to understand why the author published 
these pseudo research papers. They 
will certainly serve as model of how 
articles sHouId not be written. 

SCRAPPY AND SUPERFICIAL 

Indian Industries — Development 
and Location h \r\ its fourth edition. 
The book was first published in 1962. 

After a Scrappy description of the his¬ 
torical development and the present 
structure of Indian industries, the 
author has made an attempt to ana¬ 
lyse some of the theories of industrial 
location. According to Weber who 
analysed the problems of industrial 
location as a systematic discipline, fac¬ 
tors of location may be divided into 
regional factors (or primary causes) 
and agglomerating and deglomeraiing 
factors. The regional factors exert the 
greatest influence on industrial loca¬ 
tion. But as Prof. E.A.G. Robinson 
has pointed out, location of industries 
may be guided by factors other than 
economic. Motor car industry was 
started by Ford in Detroit because it 
was his hometown! It is obvious that 
the pure theory of industrial location as 
enunciated by Weber does not explain 
satisfactorily all the phenomena of in¬ 
dustrial development. 

Against this much too insufficient 
theoretical background, the author has 
tried to analyse the problems of loca¬ 
tion of most of the Indian industries 
— iron and steel industry (Burnpur, 
Jamshedpur, Rourkela, Bhadravati, 
Bhilai, Durgapur and Bokaro), alumi¬ 
nium Industry (Asansol and Hirakud\ 
copper, ship-building, automobile 
locomotives, machine tools, chemical 
and fertilier industry^ glass industry 
and also paper, cement, rubber, cotton 
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textile, jute, woollen, rayon, sugar, 
tea and so on. There may not be much 
of analysis, but the chapter contains a 
lot of useful information. 

In the last chapter the authcr has 
discussed the problem of industrial 
location and regional planning. Jt is 
obvious that the method of developing 
industrial growth potential of each 
region may not be identical. Some re¬ 
gional factors connected with the physi¬ 
cal landscape and geographical loca¬ 
tion cannot be altered; but there arc 
others which can be influenced by rais¬ 
ing levels of education and skill, de¬ 
velopment of power and application of 
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science and technology. On this basis 
the author pleads that there must be a 
fair measure of dispersal of industrial 
activities so that various regions in 
India may have a significant share of 
industrial activities in the country. 

While the book contains a lot of 
useful information, the theoretical 
analysis by the author is not suffi.ient- 
ly rigorous and the reader is in perpe¬ 
tual doubt as to whether the author 
has ever understood that scientific lo¬ 
cation of industries and regional plann¬ 
ing of industries arc two different things 
with dilTerent objectives and therefore 
are likely to clash with each other. 


Problems of Small-Scale Industries 

Lagbo Udyog Annual 1970: Editor M. V. Panvalkar; Maharashtra Small 
Scale Industries Development Corparation. Ltd, 45, Veer Nariman Road, 
Bombay-1; Pp. 382, Price Rs 20 (Postage extra). 

Reviewed by B. GANAPATHY SARMA 


Small-scall industries have made 
phenomenal progress during the past 
two decades and its growth, especially 
since the commencement of the third 
Plan, has been nothing short of a revo¬ 
lution. Beginning with the production 
of simple and conventional items it has 
branched out more and more into highly 
specialised and sophisticated fields. 
Apart from contribution to economic 
growth, it is the socio-economic consi¬ 
derations such as diffusion of wealth 
and income, dispersal of industries and 
potential for absorption of surplus 
labour at a reiaiix ely small capital cost, 
which make it a singularly appropriate 
tool of economic development. Its 
further development will no doubt be a 
significant contribution to the solution 
of I he problem of cvcr-incrcasing un¬ 
ploy menl. 

The Maharashtra Small-Scale In¬ 
dustries Development Corporation 
(MSSIDC), in keeping with its progres¬ 
sive and dynamic outlook, has chosen 
quite ppropriately the theme “Develop¬ 
ment of Small-Scale industries in Dev¬ 
eloping and Developed Countries” as its 
topic for Laghu Udyog Annual 1970 
which incidentally is a subject of abid¬ 
ing and absorbing interest to developing 
countries which are on the threshold 
of progress. The theme is also highly 
topical and quite befitting considering 
its happy coincidence with the inaugu¬ 
ration of the second Afro-Asian con¬ 
ference on small-scale industries which 
was held last month in the capital un¬ 
der the aegis of Small-Scale Industries 
Development Corporation. 

This second number of the Annual 
attempts to present within a span of 
about 400 pa^ a telescopic view of the 


enchanting panorama of the highly 
diversified structure of the advanced 
countries, the underlying idea being to 
present two parallels in respect of origin, 
growth and achievements in two sets 
of countries, viz. developed and deve¬ 
loping, and thus indirectly indicate the 
tasks ahead and the distance the de¬ 
veloping countries have yet to go to 
achieve its goals. 

The Number begins with a discussion 
on some of the basic and universal prob¬ 
lems of the small-scale industries and 
proceeds to suggest some of the effec¬ 
tive strategies that need to be adopted 
to tackle them successfully. The 
following section gives a broad outline 
of the progress made by the small in¬ 
dustries in the advanced countries. The 
study though not exhaustive is still 
quite representative. It is gratifying to 
note that the small industry is looked 
upon as an important segment of the 
economy and even governments have 
taken special pains to give a proper shape 
to ihe relationship between the small 
and large industries, by legislative or 
executive action. Another noteworthy 
development in advanced countries is 
that small and large industries are func¬ 
tioning as partners in progress. No 
wonder therefore that small industries 
in developed countries are better mana¬ 
ged and better equipped than their 
counterparts in developing countries. 
Moreover the emphasis in developed 
countries is increasingly more and more 
on management, production techniques, 
marketing, quality control and innova¬ 
tions. 

The third section deals with the state 
of small-scale industries in developing 
countries. Here too though the picture 
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is incomplete, still it r^rcsents a cross- 
section of the Afro-Asian scene. After 
going through these case studies one is 
left with the impression that the deve¬ 
loped countries are moving forward with 
definite strategies and programmes 
while developing countries are lacking 
almost in every respect—whether it is 
organisational structure or finance or 
technology. Moreover the efforts that 
are being made arc not commensurate 
with their actual requirements. To a 
large extent this may be due to econo¬ 
mic poverty and consequent lack of 
financial resources. But it is exactly 
here that the governments can step in 
and lake corrective action to restore 
balance and give a sense of direction 
to the efforts that arc being made. 

The role of small industries in econo¬ 
mic development, perhaps the most 
crucial one in this Annual Number, is 
dealt with in the fourth section. Dr 
Ram K. Vepa, a noted and keen observ¬ 
er of the Japanese scene, has listed in 
his articles ten diflerent lessons that can 
be drawn from the Japanese example. 
Of course there is no simple solution 
or magic formula or short-cut which 
Japan or in fact any other country can 
offer to developing countries. The 
Japanese experience is an inspiring 
example providing conclusive proof 
that a high level of prosperity can be 
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achieved by a judicious and harmoni¬ 
ous blend of the traditional values of 
Asia and Africa with the dynamism 
and drive of the west. In the ultimate 
analysts the developing countries have 
to chalk out their own programmes and 
■!K>Ucies based on the conditions in their 
own country. 

Some of the important aspects of 
promotional policies and programmes 
such as management, consulting ser¬ 
vices, collective action, and finance are 
discussed in the subsequent section and 
it is followed by a graphic description 
of all types of organizations which are 
directly and intimately concerned with 
the small-scale industry. 

This Annual truly serves as a mouth¬ 
piece of the small-scale sector. It gives 
all vital information on the various 
and diverse aspects of the small indus¬ 
tries in our country as well as in other 
developed and developing nations. 
Authentic information, meaningful 
documentatioi\ and thought-provoking 
contributions by eminent experts are 
the hallmark of this Annual edition. 
No doubt that this compendium will 
serve as an encyclopaedia to entrepre¬ 
neurs and as a valuable and reliable 
guide to official and non-official agen¬ 
cies devoted to the cause of the develop¬ 
ment of the small industries. 
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Published b\ the International Co- 
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Professor D,G. Karve Commemoration 
Volume: Published by the Inter¬ 
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for South-East Asia; Pp 284; Price 
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Theory and Practice of Banking: H.L. 
Bcdi, G.S. Ayyar, A.P. Shenoy, H.P. 
Shenoy and N.V. Subramanian and 
published by them at ^Shri Sadan, 
Narayan Dabholkar Rd., Bombay-6; 
Pp 351: Price Rs 15. 

State Finances in India (A case study); 
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L.S. Porwal; Sultan Chand and Sons^ 
4792/23 Daryagang, Delhi-6; Pp237; 
Price Rs 25. 


Foreign Exchange: Principles and Prac¬ 
tice: K.K. Andicy; Sultan Chand 
and Sons; Pp 342; Price Students 
Edition Rs 10; Library Deluxe 
Edition Rs 12. 


Problems in Company Law: Praveen; 
Sultan Chand & Sons; Pp 55; Price 
Rs 1.50. 


Modern Business Organisation and 
Management: Y.K. Bhushan; Sultan 
Chand and Sons; Pp 792; Price Vol 
I Rs 8; Vol II Rs 8, Vols I and II Rs 
15.00. 


The Stand-By Arrangements of the 
International Monetary Fund (A 
Commentary on their Formal, Legal 
and Financial Aspects): Joseph Gold; 
International Monetary Fund, Wash¬ 
ington D.C. 20431. USA; Pp 295; 
S4. 


A Handbook' of Information on Public 
Enterprises: Published by the Bureau 
of Public Enterprises; Pp273; Price 
Rs 12. 


Economics of Cultivation and Marketing 
Cotton in Vidarbha: S.V. Khand- 
elvval: Shyamkant S. Banhatti, Suvi- 
char Prakashan Mandal, Dhantoli, 
Nagpiir-I: Pp 188; Price Rs 10. 


Selected Speeches of Indira Gandhi: 
Published by the Director, Publica¬ 
tions Division, Ministry of Informc- 
tion and Broadcasting, Govern¬ 
ment of India, Patiala House, New 
Delhi-1; Pp ^97; Price Rs 12. 


Productivity {Special Issues — Mainte¬ 
nance Management and Engineering II; 
Editor V.S. Chopra; National Pro¬ 
ductivity Council, 38 Golf Links, 
New Delhi-3; Pp 344; Price 
Rs 5. 


Handbook of Central Wage Boards^ 
Recommendations {Part J/): Publish¬ 
ed by the Employer ’ Federation of 
India, 148, Mahatma Gandhi 
Road, Bombay-1; Pp 164; Price 
Rs. 8. 


Worker Participation in Management: 
Published by the Employer* Federa* 
tion of India; Pp 56; Price 
Rs 4. 
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BINNY LIMITED 

CHAIRMAN’S SPEECH 

Presiding at the Second Annual General Meeting of the Shareholders held at the Company's 
OflSce at Madras on Friday the 30tb April 1971, Mr. M. K. Vellodi said : - 


GENTLEMEN, 

I am pleased to welcome you to the 
Second Annual General Meeting of 
Binny Limited. 

As a result of the recent elections we 
have, at the Centre and in Madras, 
Governments with large and substantial 
majorities. These Governments, along 
with the other Governments in the 
Country, will soon be busy preparing 
plans for vast economic and social re* 
forms. In the tasks that they have set 
for themselves, the Governments will 
have the solid support of all sections of 
the community including the Private 
Sector. It is, I hope, reasonable to 
expect that in the formulation of their 
plans the Governments will pay due 
regard to the problems and to the diffi¬ 
culties of all sections of the community. 

The Directors’ Report and Accounts 
for the year ended 31st December 1970 
have been in your hands for the pres¬ 
cribed period and with your permission, 
I shall take them as read. 

In my speech at the last Annual 
GenenifMeeting I said that 1969 was a 
difficult year for your Company. Un¬ 
fortunately 1970 has proved in the result 
even more difficult than 1969. ! will 

refer lo these matters later, hut 
1 should like to mention at this stage 
that the most serious problems that 
confronled your Company during the 
year were concerned with the 
Madras Mills. The unprecedented rise 
in the price of Indian Cotton and the 
sharp decline in labour productivity 
and efficiency from May till almost the 
end of the >car and two illegal strikes 
had the result of aggravating an already 
difficult situation. It is not sufficiently 
recognised that strikes, apart from the 
substantial losses that they cause im¬ 
mediately, result in an aftermath of 
frustration and inefficiency which 
ordinarily takes a very long lime to 
overcome. The losses due to the factors 
mentioned above alone were very 
substantial in the case of the Madras 
Mills and had a serious efTcct on the 
working results of the Company as a 
whole. 

REVIEW 

TEXTn.ES DIVISION 

At the Annual General Meeting last 
year 1 mentioned that, barring unfor- 
scen circumstances, the improvement in 
profits noticed in the second half of 1969 


and the first three months of 1970 would 
be maintained tluoughout the year. 
Unfortunately this did not,happen. For 
one thing the increase in the price of 
Indian Cotton was far greater than could 
reasonably have been anticipated. Fur¬ 
ther, the Madras Mills had to change 
to a less profitable pattern of production 
than was anticipated earlier in the year 
in order to minimise stock increases. 
The results were also seriously affected 
by interruption of wool supplies to 
the Bangalore Mills in the second half 
of the year and the burden of the addi¬ 
tional excise duty on polyester blended 
fabrics from March 1970. 

Tlie volume of production in the 
Madras and Bangalore Mills was higher 
than in the previous year due to addi¬ 
tional loom shifts being worked in 
1970. Turnover of the Madras and 
Bangalore Mill Units showed an over¬ 
all increase of 11.6% over 1969, but 
the increase in the cost of production 
more than offset the advantages of the 
improved turnover. In this context the 
proposal to increase the production of 
controlled cloth, on which losses can¬ 
not be avoided, and to enhance the 
penalty for failure to produce the pres- 
scribed quantum of controlled cloth at 
a loss poses a serious threat lo the work¬ 
ing results of the Textiles Division. 1 
trust that Government will not, so soon 
after relaxing the controls to some ex¬ 
tent, and in the face of greatly increased 
cotton prices, re-inipose the controls 
with greater severity. 

It will be said that the increase in the 
price of cptton and artificial fibre and 
losses incidental to control are not 
features peculiar to our Mills. What 
then is the explanation for the rapid 
reduction in the profits of our Mills? 
To understand this it is necessary to 
have a full comprehension of the back¬ 
ground against which the Company's 
present problems have arisen. 

Binnys’ textile interests, and the 
Madras Mills in particular, have built 
up their trade and reputation over many 
years’ as suppliers of drills, suitings and 
casement cloths. These are coarse cate¬ 
gories of cloth and the Mills are equipp¬ 
ed principally for this purpose. Our 
capacity for manufacturing fine and 
superfine yarns in the Madras Mills 
is small. 

Coarse cloths, which incidentally, 
with towels, another Indian Cotton 
quality, also account for the whole of 


the Company's considerable export 
trade, are made almost entirely 
of Indian Colton. For so long as Indian 
Cotton prices remained at reasonable 
levels, this pattern of production conti¬ 
nued to ensure the Company's prospe¬ 
rity. The tlecision to re-equip both Mills 
by replacing most of the very old looms 
with the best modern automatics was 
based on the then reasonable assump¬ 
tion that the Mills' traditional pattern 
of prcxluction would continue to be 
profitable. It involved increasing such 
roduction quite sub^la^tialIy and this 
as already been achieved. 

In the late sixties Indian Cotton 
price rose, but not to such a degree 
as lo cause the Company serious 
difficulties. In tiu>se years the principal 
problem in regard to the usage of Indian 
Cotton lay in the obligation to produce 
very huge quantities of controlled cloth 
at prices fixed by Government which 
failed to take timely account of rising 
cotton prices. 

If the very recent extraordinary in¬ 
creases in Indian Cotton prices could 
have been anticipated when the major 
investment decision was being conside¬ 
red. it might have been better to concent¬ 
rate first on changing the Company's 
pattern of production to go .substanti¬ 
ally finer at the expense of the traditional 
drills, casement cloths etc. The funda¬ 
mental and most serious problem facing 
the Company today arises from the fact 
that the increase of approximately 100% 
between Indian Cotton prices at the 
beginning of 1970 and at present has 
caused much of tJxe Company's cctlon 
textile production to become unecono¬ 
mic. 

We must find a solution lo this prob¬ 
lem as quickly as possible. As is clear 
from what I have said already the 
profitability of our Mills and the 
pro.sperity of the Company, which in 
a large measure depends upon such 
profitability, hinge bn the availability 
in adequate quantity of Indian Cotton 
at reasonable prices. Ideally, therefore, 
we would like to .see the Government 
of India putting its weight behind an 
urgent country-wide campaign for im¬ 
proving cotton yields so as to bring 
cotton prices down to reasonable'levels. 
My predecessor and I have been appeal¬ 
ing to Government to do this year after 
year in our speeches at these annual 
gatherings. I regret to have to say that 
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there is very little evidence of any efTec- 
tivc Steps having been taken in this 
direction. I n ihc circumstances we clear¬ 
ly cannot aiVord to wail for t^e cotton 
grower, ahcl the Mills must endeavour 
by every means in their power to re¬ 
duce the incidence of Indian Cotton 
costs in the total cost of textile produc¬ 
tion. 

During the year over a thousand new 
BAZ/BAZL Looms and wide width cloth 
processing machinery were installed and 
commissioned in the Madras and 
Bangalore Mills. It has not been 
possible to modernise fully the Card¬ 
ing, Spinning and Yarn Preparation 
Departments and in the process to go 
tiner. Towards the end of the year the 
Marketing Departments of the two 
Mills were centralised and the centrali¬ 
sation of the Mill Purchases which 
started in 1969 was completed. A 
Planning and Market Research Cell 
has been established to support the 
sales eHorts and the marketing opera¬ 
tions. Overheads and inventory levels 
have been reduced or contained as far 
as possible. 

During the year wide width tcfenc 
blended suitings were introduced and 
were well received in the market. Cer¬ 
tain varieties of popular cotton suitings 
were also converted to wide width. 

Wool: 

Present indications arc that the wool 
supply position in 1971 will be belter 
than in 1970. Consequently, it should be 
possible to maintain higher levels of 
Colswol, Varsity and Angola which 
contribute to a better pattern of produc¬ 
tion in the Bangalore Mills. 

Cotton: 

it has been the practice at these meet¬ 
ings for the Chairman to devote a con¬ 
siderable part of his statement to prob¬ 
lems connected with cotton. The main 
facts are well known, namely that tlie 
yield per acre of Indian Cotton is almost 
the lowest in the world and that 
very little has been done to improve it: 
and that the production of Indian cot¬ 
ton is increasingly falling shoit of the 
demand. There is not, perhaps, much 
tint the Government of India can do 
about it except to exhort the Govern¬ 
ments of the cotton producing States 
to take active measures for the increase 
of cotton production. The responsibi¬ 
lity rests almost entirely on the cultiva¬ 
tors of Indian Cotton and on the Go¬ 
vernments of the States where cotton is 
produced. In this connection, I was 
very happy to read the statement in the 
Press some time back by the Director 
of the Indian Institute of Agricultural 
Research in Delhi that he was confi¬ 
dent of a breakthrough in the produc¬ 
tion of cotton in the very near future. 
It was also encouraging to learn that the 
Agricultural Universiiy of Bangalore 
had been able to evolve a strain of hyb¬ 
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rid cotton which is exj^cted to produce 
a very much higher yield than existing 
strains of Indian Cotton. I trust that 
these efforts will be nourished and sus¬ 
tained by the Government of India and 
by the Governments of the States where 
cotton is largely produced and that in 
^he near future there will be in respect of 
cotton the same remarkable improve¬ 
ment that we have witnessed in the case 
of such foodgrains as wheat and rice. 

I do not propose to burden you with 
a lot of statistics. The 1970/1971 crop 
started with very good prospects, the 
initial estimate I'leing 64 lakh bales. 
However, this was steadily .scaled down 
on account of heavy damages to the 
crop caused by Hoods and unduly late 
rains in Maharashtra and Madhya 
Pradesh. The current official estimate 
of'lhe crop is 51 '52 lakh bales which is 
equivalent to 46/47 lakh standard bales 
of 180 kg. This is totally inadequate to 
meet the requirements of the Cotton 
Textile Industry. The result of this 
shortage was an unprecedented increase 
in prices— ihe rise being as high as 100% 
over the previous year. 

Although there was a drop in the 
prices of cotton in February this year, 
prices arc still approximately 50/60% 
higher than last year. Today Indian 
Cotton IS the costliest in the world. 
According to present indications there 
will not be enough cotton to main¬ 
tain production at current levels till the 
next cotton season. 

FAporls: 

hxport of cotton piece goods from 
India during 1970 declined marginally 
when compared with 1969. Neverthe¬ 
less, your Company succeeded in 
increasing its exports by about 10.25%. 
Towards the end of the year the steep 
increase in the cotton prices affected 
exports which would have been higher 
if cotton prices had remained at rea¬ 
sonable levels. Unless prices of Indian 
Cot Ion come down to rea.sonable levels 
or imported supplies are made available 
exports are likely to decline steeply in 
1971 despite the recent increase in ex¬ 
port incentives. 

Garment Factory: 

I am glad to report that the Factory 
operated profitably during the year. 

Several new styles and fancy designs 
in shirts, permanent crease trousers and 
fashion garments were introduced. 
The total sales for the year amounted to 
Rs. 111.57 lakhs, which represent an 
increase of 10 6% over the previous 
year. Exports increased to Rs. 22.59 
lakhs. 

ENGINEERING DIVISION 
Madras Works: 

There was .substantial improvement 
in the performance of the Madras Works 
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from 1969 to 1970 notwithst^ding the 
^vere shortage and high price of steel. 

Mechanisation and modernisation of 
the Foundary made good progress and 
the installation of the electric furnace 
which began in 1970 was completed 
in February this year. The electric fur¬ 
nace will enable the Foundry to pro¬ 
duce more sophisticated castings and 
will be a valuable aid to the better 
performance of the Works. 

Manufacture of Binny/Satake Rice 
Mills progressed satisfactorily. Rice 
Millers all over India have begun to 
show interest in Binny/Satake Rice 
Mills. I am glad to inform you tliat 
the first Mill which was installed dur¬ 
ing the year is operating satisfactorily 
in Uttar Pradesh. A demonstration 
mill has been set up in Madras. 

The Ship Repair J.>epartjTient opera- 
rated particularly well: for the first time 
it won a contract for survey of oil tan¬ 
kers for the Madras Refineries Limited. 
This contract has been renewed in 1971. 

Giovanola-Binny Ltd -Subsidiary 

Although an industrial licence to 
build small ships was secured in 1969 
it has not so far been possible to under¬ 
take a significant amount of ship build- 
work, mainly on account of shortage 
of steel plate. The application for a 
licence to manufacture pressure vessels 
is till pending with Government, and 
manufacture was therefore possible 
only lo the permissible extent of diver¬ 
sification under the 25% rule. Under this 
rule the Company is permitted to diver¬ 
sity to the extent of25%ofthe licensed 
capacity by value. I hope the licence 
which has been under consideration 
by Government for more than a year 
will be granted without further delay. 

The results of the Company for 1970 
were disappointing mainly on account 
of the closure of the Works for three 
months follov.'ing prolonged labour 
indiscipline, an illegal strike and very 
low productivity during the best part 
of the year. Although a settlement was 
reached with labour in October 1970 
providing an incentive scheme which 
can improve productivity and increase 
the earnings of the workers, efficiency 
has not yet reached optimum levels. 
Unless labour appreciates the need and 
the obligation to improve efficiency 
and productivity to optimum levels 
rapidly, and also work towards that 
end, the Compaiiy t'annot hope to re¬ 
turn to profitability. I wish to impress 
on labour the urgent necessity of main¬ 
lining uninterrupted and efficient work 
in return for the comparatively high 
wages and good working conditions 
■which they enjoy. 

The order book is better than it has 
ever been in the past. However, the 
order book alone cannot ensure pro¬ 
fitability and productivity and effi- 
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cjency must show a substantialjmpro* 
vemcnt very quickly. 

TRADING AND AGENCY DIVISION 

The Handloom Textiles Department 
continued to maintain its progress in 
turnover and margins. The wide variety 
offered by the department in cotton, 
wool and silk fabrics maintained and 
even improved the great propularity 
of‘BlNTEX’ products. 

The Engineering and Agencies De¬ 
partment increased its turnover by 
50% over 1969. During the year the 
distributorship for South India for 
English Electric Products which was 
terminated in 1969 was again offered 
and secured. Several new agencies 
secured during the year are expected to 
produce improved results in 1971 and 
subsequent years. 

The Steamer and Travel Depart¬ 
ments made good progress. However, 
the Stevedoring Department’s per¬ 
formance was adversely affected by the 
reduction in import of foodgrains and 
fertilisers. 

I am confident the prospects of the 
Trading and Agency Division arc 
good and I feel sure this Division will 
continue to make a valuable contribu¬ 
tion to the profits of the Company. 

LABOUR 

Relations betwen Labour and Mana¬ 
gement were very cordial and satis¬ 
factory in all units of the Company 
except the Madras Mills. 

In the Madras Mills labour efli- 
cjencies reached in the first four mon¬ 
ths of the year declined sharply from 
May following demands by labour. 
Consequently additional loom shifts, 
which increased the cost of production, 
had to be operated to maintain the 
volume of production. In addition 
there was an illegal strike for seven 
days in June during the course of con¬ 
ciliation proceedings. Although the 
demands ihade by labour were referred 
to arbitration immediately on resump¬ 
tion of work, efficiencies and produc¬ 
tivity are still below the levels attained 
in the first four months of 1970. 

There was also an illegal strike for 
four days by the clerical staff in Febru¬ 
ary 1970 as a result of which work in 
the Mills was dislocated considerably. 

The adverse effect of these strikes and 
loss of cfiiciency on the working results 
was substantial. 

Absenteeism continued at high 
levels during the year. Last year I said 
absenteeism among regular workers in 
the Madras and Bangalore Mill Units 
was 15.36% and 13% respectively. 
In 1970 absenteeism increased to 
15.87% in the Madras Mills but 
decreased to 11.39% in the Ban- 
^lore Mills. Absence from work on 
medical grounds certified by the E.S.I. 
Medical Ofilcers was also high in both 
Mills. This is yet another intractable 
problem confronting your Company* 
The Cost of Living Index showed 
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a steep rise in all centres of your Com¬ 
pany’s operations. The magnitude of 
this problem can be appvceiated when 
it is realised that the additional Dearness 
Allowance paid in 1970 solely on 
account of the rise in the Cost of Living 
Index exceeded Rs. 63 lakhs. There 
was no return for this financial outlay 
in the form of better work or otherwise. 
1 see no solution to this problem unless 
all wages, including Dearness Allowance 
arc in some form or other linked to 
productivity. Failing such linkage the 
abnormal rise in prices as reflected 
in the Cost of Living Indices is likely 
to create even more serious problems 
for the Industry. 

Notwithstanding the adverse work¬ 
ing resu Its and the all round rise in 
costs, your Company continued to 
maintain the various welfare meas- 
sures for the workers in all the Units. 
FINANCE DIVISION 
Financial Information: 

I had mentioned last year that higher 
working capital requirements and im¬ 
plementation of modernisation sche¬ 
mes increased the pressure on the Com¬ 
pany's liquid resources. The adverse 
working results as evidenced by a steep 
decline in gross profits from Rs. 175.00 
lakhs to Rs. 12.00 lakhs, and higher 
raw material costs imposed a very heavy 
drain on the liquid resources during 
the year. The stringent measures to¬ 
wards selective control on Bank Credit, 
coupled with higher interest rates 
added to the difilculties in management 
of cash resources. Notwithstanding 
these difficulties, the Company will 
press on with its plans for diversifica¬ 
tion and development to maintain and 
improve its financial position which 
is basically sound. 

Dividend: 

Having regard to the adverse results 
of the Company as shown by the 
accounts, your Directors have not 
considered it appropriate to recom¬ 
mend an Equity Dividend for 1970. 
FUTURE PROSPECTS 

Future profitability lies in improving 
tfie working of the Textiles Division, 
especially the Madras Mills. This will 
primarily involve reducing the over¬ 
whelming dependence on coarse fab¬ 
rics which arc unlikely to become 
remunerative in the forseeable future. 
Capital investment in a phased manner 
to improve the product range, intensi¬ 
fied marketing efibrt and further im¬ 
provement in the proportion of direct 
to indirect labour are some of the mat¬ 
ters engaging the attention of your 
Directors. 1 am confident that given 
co-operation by all concerned the 
Company will overcome its present 
diMculties. 

ACKNOWLEDGEMENTS 

Although 1970 was a very disap¬ 
pointing year from the point of view of 
results I would be failing in my duty 
if X do not on your behalf and mine 
comidiment all Offipers Staff and 
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Employees of your Company for the 
devoted manner in which they worked 
to meet the many difficult problems 
that confronted the Company. I know 
1 may count on their loyal and deter¬ 
mined support in the future. 

My Colleagues Mr E.W.D. Jcffarcs, 
Mr R.B. Kernick and Mr P.G.V. 
Mercer retired since the last Annual 
General Meeting. Mr Jeffares retired 
in April 1971 after serving the Binny 
Group for 31 years during 
which Juried he was, apart from being 
Wholetime Director and Managing 
Director, Chairman of the Coup 
Companies until 1 took over from him 
in November 1969 on amalgamation 
of the Binny Group of Companies. Mr 
Kernick retired in November 1970 on 
medical advice after serving the 
Binny Group for 25 years. Mr Mercer 
retired in April 1971 after serving the 
Binny Group for 19 years. 1 would 
like to place on record our appreciation 
of the valuable services rendered by 
Mr. Jeffares, Mr Kernick and Mr 
Mercer and wish them many years of 
happy retirement. 

On Mr. Kernick’s retirement, Mr 
N.S. Bhat was appointed as Manag¬ 
ing Director with effect from 18th 
December, 1970. On Mr Jeffares’ 
retirement, Mr Bhat took over from 
him as Managing Director and Chief 
Executive of the Company. Mr B.K.P. 
Rao and Mr A. Venugopal were ap¬ 
pointed as Directors of the Company 
with effect from 1st January 1971. I 
would like to extend my good wishes 
to them for the success in the new 
assignments which they have undertaken. 

In conclusion I would like to express 
my appreciation of the help and sup¬ 
port 1 have received from all my Collea¬ 
gues on the Board throughout the year. 

I should like to end my speech on 
a pjersonal note. The period of my 
chairmanship of the Company will 
end at the end of December this year. 
1 shall not, therefore have the pleasure 
of speaking to you at the next Annual 
General Meeting. 1 should, therefore 
like to take this opportunity to thank 
you all for having given me the fullest 
co-operation during my term of office 
as Chairman. 

I do not believe that there are many 
among you who know that I started 
life as an unpaid apprentice in your 
Company and though about half a 
century has separated those years 
from the date on which I joined the 
Company as a Director—years during 
which 1 served the Govemraent— I 
am glad that the closing years of 
my active life have been associated 
with the work of your Company first 
as a Director and then as Chairman, 
positions that I have been privileged 
to occupy. I could not have wished 
for a better ending for an active life. 

Note: This Document does not purport 
to be a report of the Froeeedings of the 
General Meeting, 
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RECORDS AND STATISTICS 

Union Cabinet Reshuffle 

The strength of the union (!!'aunci] of Ministers has been raised from 36 to 35 with the addition of 19 new members in 
the last few days. Of the new entrants, two Minislers—Mr C. Subramaniam and Mr Uma Shankar Dikshit—are of cabinet 
rank. F'ive new Ministers of States have been added. They are Mr H. N. Bahuguna, Mr Shah Nawaz Khan, Prof D. P. 
Chattopadhyaya. Mr Ohanshyam Oza ana Mf Mohan Dbaria. Two former Deputy Ministers—Dr Sarojini Mahishi and Mr 
K. R. Ganesh— have been promoted to the raiik of Minister of State. There are 12 additions to the ranks of Deputy Ministers. 

The portfolios of several ministers have also been changed. The following is the complete list of the members of the 
union Council of Ministers along with their portfolios. 


Members of the Cabinet 

(1) Mrs Indira Gandhi Prime Minister, Miiiister of 

Atomic Energy, Minister of 
Home Aflairs & Minister of 
Information Sc Broadcasting. 

(2) Mr Fakhruddin Ali Minister of Agriculture. 

Ahtned 

(3) Mr Y. B. Chavan Minister of Finance. 

(4) Mr Jagjiwan Ram Minister of l^efencc. 

(5) Mr Swaran Singh Minister of Externa! Affairs. 

(6) Mr K. Hanumanthaiya. Minister of Railways. 

(7) Dr Karan Singh Minister of Tourism and Civil 

Aviation. 

(8) Mr Raj Bahadur Minister of Parliamentary Affairs 

and Shipping & Transport. 

(9) Mr Moinul Haq Minister of Industrial Devclop- 

Chaudhuri ment. 

(10) Mr Sidhartha Shankar Minister of Education and 

Rjiy Social Welfare (in charge of 

Department of Culture also) 

(11) Mr H. R. Ookhale Minister of Law and Justice. 

(12) Mr S. Mohan Kuma- Minister of Steel and Mines, 
ramangalam 

(13) Mr K. K. Shah Minister of Health and Family 

Planning. 

(14) Mr C. Subramaniam Minister of Planning and con¬ 

currently in charge of the 
Department of Science and 
Technology. 

(15) Mr Uma Shankar Minister of Works and Hous- 

Dikshit ing. 

Ministers of State 

(1) Dr K. L, Rao Minister of Irrigation & Power. 

(2) Mr L. N. Mishra • Minister of Foreign Trade. 

(3) Mr R. K. Khadilkar Minister of Labour and Re¬ 

habilitation. 

(4) Mr K. V. Raghunath Minister of Company Affairs. 
Reddy . 

(5) Mr D. R. Chavan Minister of Supply. 

. (6) Mr P. C. Sethi Minister of Petroleum and 

Chemicals. 

(7) Mr H. N. Bahuguna Minister of Communications. 

(8) Mr I. K. Gujral Minister of State in the Minis¬ 

try of Works and Housing. 

(9) Prof Shcr Singh Minister of State in the Minis¬ 

try of Agriculture. 

(10) Mr Nitiraj Singh Minister of State in the Minis- 

Chaudhuri try of Law and Justice. 

(11) Mr Om Mehta Minister of Stale in the De¬ 

partment of Parliamentary 
Affairs and the Ministry of 
Shipping and Transport, 

' (12) Mr Ram Niwas Minister of State in the Minis- 

Mirdha try ofHome Affairs and in the 

D^artment of Personnel. 

(13) Mr K. C. Pant Minister of State in the Minis¬ 

try ofHome Affairs (He will 
also assist the Prime Minister 
in parliamentary work relat¬ 
ing to the Departments of 
Atomic Energy & Electronics.) 


(14) Mrs Nandini Satpathy Minister of State in the Minis¬ 

try of Information and 
Broadcasting. 

(15) Mr V. C. Shukla Minister of State (Defence 

Production) in the Ministry 
of Defence. 

(16) Mr AnnasaJtcb P. Minister of State in tlic 

Shinde. Ministry of Agriculture. 

(17) Mr K. R. Oanesh Minister of State in the 

Ministry of Finance. 

(18) Mr Shah Nawaz Khan Minister of State in the Minis¬ 

try of Steel and Mines. 

(19) Prof D. P. Chatto- Minister of State in the Ministry 

padhyaya. of Health & Family Planning. 

(20) Mr Ghanshyam Oza Minister of State in the Ministry 

of Industrial Development. 

(21) Mr Mohan Dharia Minister of State in.the Minis¬ 

try of Planning. 

(22) Dr Sarojini Mahishi Minister of Stale in the Ministry 

of Tourism & Civil Aviation. 

Deputy Ministers 

(1) Mr A. K. Kisku Deputy Minister in the Ministry 

of Health & Family Planning. 

(2) Mr Jagannath Pahadia Deputy Minister in the Minis¬ 

try of Agriculture. 

(3) Mr Mohd. Shaft Deputy Minister in the Minis- 

Qureshi try of Railways. 

(4) Mr. K.S. Ramaswamy Deputy Minister in the Ministry 

of Education & Social Welfare. 

(5) Mr Sidheshwar Deputy Minister in the Minis- 

Prasad try of I ndustrial Development. 

(6) Mr Surendra Pal Singh Deputy Minister in the Minis¬ 

try of External Affairs. 

(7) Mr B. Shankaranand Deputy Minister in the Depart¬ 

ment of Parliamentary Affairs. 

(8) Mr Kedar Nath Singh Deputy Minister in the De¬ 

partment of Parliamentary 
Affairs. 

(9) Mr Bedabrata Bania Deputy Minister in the De¬ 

partment of Company Affairs. 

(10) Prof. D. P. Yadav Deputy Minister in the Ministry 

of Education & Social Welfare. 

(11) Mr Balgovind Verma Deputy Minister in the Minis¬ 

try of Labour and Rehabili¬ 
tation. 

(12) Mr Dalbir Singh Deputy Minister in the 

Ministry of Petroleum and 
Chemicals. 

(13) Mr Baijnath Kureel Deputy Minister in the Minis¬ 

try of Irrigation and Power. 

(14) Mr Dharamvir Singh Deputy Minister in the Minis¬ 

try of information and Broad¬ 
casting. 

(15) Mr Kartik Oraon Deputy Minister in the Minis¬ 

try of Communications. 

(16) Mr A. C. George Deputy Minister in the Minis» 

try of Foreign Trade. 

(17) Mrs Sushila Rohatgi Deputy Minister in the Minis¬ 

try of Finance, 

(18) Mr F. H. Mohsin Deputy Minister in the Minis¬ 

try of Home Affairs. 
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The import policy for the current 
financial year was announced on 
April 30. The policy is claimed to be 
an attempt on the part of the union 
Ministry of Foreign Trade to fulfil 
the promises made by the ruling 
party at the time of the mid-term 
poll. 

According to an offi-cial spokesman, 
the policy endeavours to give greater 
meaning and purpose to various 
controls and restrictions being 
imposed in the interest of pro¬ 
moting exports, reducing imports and 
general strengthening of the indust¬ 
rial base of the country’s economy. 

The main features of the policy are: 

1. The role of the public sector agen¬ 
cies in imports has been further ex¬ 
panded. The STC and the MMTC will 
also organise bulk imports of raw ma¬ 
terials for sale to manufacturers. 

2. More facilities have been provided 
for accelerating export production and 
export capabilities. 

3. The concept pertaining to ‘export 
houses’ has been further enlarged. 
Export houses and registered exporters 
will receive special facilities for 
stepping up exports. 

4. The policy of need-based licensing 
of raw material imports will continue 
to be followed for meeting the require¬ 
ments of priority industries. 

5. Import licences for raw materials 
to the units engaged in the non-prio¬ 
rity, industries, whether in the large or 
small-scale sector, will be issued on an 
annual basis. Even in the case of prio¬ 
rity industries, applications for raw ma¬ 
terial imports for aperiodcxceedingsix 
months will be entertained in respect 
of items for which there is a world-wide 
shortage. 

6. Units engaged in priority indust¬ 
ries, whether in the large or the small- 
scale sector, will be able to claim import 
licences for spare parts on repeat basis 
automatically without their applica¬ 
tions being routed through the sponsor¬ 
ing authorities. 

7. Small-scale industries will have 
more liberal facilities for imports of raw 
materials than before. Additional allo¬ 
cation to the extent of 50 per cent in 
respect of non-ferrous metals will be 
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made to small-scale units over and above 
their previous entitlements. 

8. Special facilities have been pro¬ 
vided for setting up small-scale in¬ 
dustries in backward areas. Qualified 
engineers and ex-service pergonncl will 
also have added opportunities to estab¬ 
lish new industries. 

9. Special assistance will be given to 
engineering units particularly those in 
West Bengal, which have had to close 
down in the recent past. 

10. More facilities have been provided 
for import of essential goods by hospi¬ 
tals, medical institutions, research and 
analytical laboratories, doctors and 
individuals for their own use. 

11. For the first time, a maximum 
value limit has been fixed for quota li¬ 
cences to be issued to established im¬ 
porters. A part of the foreign exchange 
saved in the process will be used for 
raising the minimum value of quota 
licences to small importers to make their 
imports more economical. 

12. Imports will be reduced in res¬ 
pect of items for which indigenous pro¬ 
duction Ixas been developed. Exporters 
will, however, be given special import 
facilities required for export production. 

Imports through Public Sector 

Fifty-one additional items have been 
added to the list of imports canalised 
through the public sector agencies 
(Appendix I). With the addition of 
these items, the list of canalised imports 
will cover 112 items. On this basis, the 
public sector agencies will handle 
about 70 per cent of the total imports 
by March, 1972. 

The STC and the MMTC will also 
be organising bulk imports of certain 
raw materials for sale to actual users and 
registered exports. The Industrial 
^w Materials Assistance Centre 
(IRMAC) set up last year is being 
further strengthened to act as an 
indenting house and to undertake bulk 
import 

These agencies will work in close 
cooperation with the trade and industry 
in order to ensure that adequate raw 
materials are made available to them 
off-the-shelf. 

Registered exporters will continue to 
be allowed to transfer their import re¬ 
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plenishment licences in favour of the 
STC/MMTC. 

The sale prices in respect of goods 
imported by the canalising agencies will 
continue to be determined by these agen¬ 
cies subject to the overall control of the 
Ministry of Foreign Trade. Preferential 
treatment will be accorded to exporting 
units in the matter of sale prices. 

The STC and the MMTC will ftirther 
expand their developmental role to 
strcngihcn the export effort by providing 
assistance in finance, marketing and 
general services to exporters. 

Export Houses 

The scheme for the grant of facilities 
to export houses has been made more 
broad-based. The scheme which was 
hitherto applicable to the merchandis¬ 
ing ‘export houses’ has been extended 
to the manufacturing export houses also 
subject to certain conditions. For cer¬ 
tain import benefits, the exports of non- 
traditional products other than those 
specified will also be taken into account 
for granting eligibility to export houses. 

The provisions regarding grant of 
initial import licences to eligible ex¬ 
port houses to enable them to build up 
ready stocks of imported materials 
have been liberalised. The exports of 
items covered by two additional pro¬ 
duct groups, namely, ready-made gar¬ 
ments and natural silk fabrics and made 
up articles thereof, will also be taken 
into account in determining the eligibi¬ 
lity for an ‘export house’, and for 
determining the value of the initial im¬ 
port licence given to an import 
house. Additionally, supplementary 
(initial) licences will be issued to 
eligible export houses which increase 
their exports by more than 10 per cent 
over the exports of the preceding year, 
in proportion to tlie increase in exports 
recorded. 

Eligible export houses will continue 
to have the existing import facilities 
to enable them to organise production 
according to export needs, to arrange 
for bulk imports on behalf of actual 
users, and also of operating the li¬ 
cences issued to actual users without 
obtaining letters of authority from the 
licensing office. 

Registered Exporters 

Imports facilities to registered ex¬ 
porters will be furtlxer liberalised. Apart 
from the existing facility to replenish 
the import content of their exports from 
the most preferred sources of supply, 
the important new features of this 
policy are as follows:- 

(i) Utilisation of Import Replenish*- 
ment; (a) To enable the exporters to 
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diversify their export production and 
improve the quality of exportable pro¬ 
ducts, import may be allowed, within 
specified value limits, even in respect 
of raw materials (required for export 
production) which are not normally 
permissible for import, (b) The value 
limit for import of restricted items on 
the basis of A.U. licences has 
been raised from Rs 20*000 to Rs 
40,000. fc) The facility for import of 
permissible spares uplo 25 per cent of 
the licence value for five per cent of the 
f.o.b, value of exports, whichever is 
higher, has been liberalised by raising 
the limit Ibr import of a single item of 
restricted spares from Rs 1,000 to Rs 
2,000. (d) In addition to other 
otticc equipment already allowed 
to exporters with an annual ex¬ 
port performance of more than 
Rs 50 lakhs, import of one dictaphone 
upto Rs 3,500 will also be permitted, 
(c) The value limit of Rs 1,000 for 
import of photo-copying paper has 
been raised to Rs 2,0()0 in the case of 
exporters with an annual export per¬ 
formance of more than Rs 50 lakhs. 

(ii) Grant of 'On Account' Licences.* 
(a) The scope for allowing imports of 
items against ‘on account' licences has 
been enlarged to include items per¬ 
missible in respect of registered ex¬ 
porters as well as actual users, ib) No 
adjustment will be made for half of the 
value of the first ‘on account’ licence 
in the case of manufacturer-exporters 
who improve their export performance 
by at least 10per cent over the previous 
year's level. This facility has also been 
extended to ‘Imprest’ licence holders. 

(iii) Simplification of Procedures; (a) 
Exports made for a period of six 
months prior to the date of applica¬ 
tion for registration, as against three 
months at present, will qualify for ex¬ 
port assistance, (b) The time limit for 
submission of applications for import 
replenishment licences has been ex¬ 
tended from two to three months, (c) 
The provisions for imposing cuts on the 
import entitlements on account of de¬ 
lays in the submission of import appli¬ 
cations have been substantially relaxed. 
There will be no cut m ca es where 
applications arc submitted within a 
period of six months from the last 
month of export. A token cut of five 
per cent will be imposed in cases where 
applications are received after six 
months but not later than 12 months. 
Application.s received after 12 months 
but not later than 18 months will be 
subject to a cut of 10 per cent, (d) 
Exporters of components/acccssories 
of textile machinery, surgical instru¬ 
ments, motor vehicle parts and ready¬ 
made garments will henceforth be re¬ 
quired to get themselves registered only 
with one of the registering authorities 
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concerned and not with more than one 
authority as at present, (e) Exporters 
of gems and jewellery have been allowed 
to apply for import replenishment li¬ 
cences to the licensing authorities di¬ 
rectly, and not through the Gems and 
TeweJIery Export Promotion Council. 

Actual Users: 

(i) Faculties to Exporters: (a) Indus¬ 
trial units in the priority sector 
exporting 10 per cent or more of 
their production will be eligible to pre¬ 
ferred soifrces of supply and facilities 
for expansion of export production. 
Units which export 25 per cent or more 
of their production will receive substan¬ 
tially greater preference. In the small- 
scale sector, such units will obtain their 
full requirements in free foreign exchan¬ 
ge. (b) Units in the non-priority 
sector having similar export perfor¬ 
mance will be treated as priority 
units, given the same preference in re¬ 
gard to the sources of supply and for 
expansion of production, and receive 
all the facilities normally given to prio¬ 
rity units. 

(ii) Compulsory Exports for Certaiu 
Priority Industries: A few industries as 
mentioned in Appendix 10 of the 
Red Book (Vol. 1) have been selected 
from the priority list for their export 
potential. Units in these industries, 
failing to export five per cent of their 
production, will be liable to a cut in 
their import licences, apart from losing 
the facilities of preferred sources of 
supply and expansion of production 
capacity. 

iii) Micro Approach: The Trade De¬ 
velopment Authority, recently set up 
by the Ministry of Foreign Trade, will 
offer assistance to individual industrial 
maniifacturcrs and exporters by dis¬ 
cussing with them their problems and 
rendering marketing, merchandising 
and financial advice. 

(iv) Domestic Production: Need-based 
Policy for Priority Industries: The im¬ 
port requirements 'Of 59 priority in¬ 
dustries will be met as before, subject 
to availability of foreign exchange. 

(v) Spare-Parts Imports: (a) Actual 
users, both in the large and small-scale 
sectors, have been allowed to apply for 
import of spare parts on a repeat basis 
without the import applications being 
routed through the sponsoring authori¬ 
ties. (b) Value limits for import 
of restricted items of spare parts 
by actual users, have been increased, 
(c) Small-scale units will be granted 
import licences for a ‘“comparatively 
higher value than in the past. 

(vi) Non-Priority Industries: Import 
licence:'* to units engaged in these 
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industries will be issued on 'an annual 
basis. 

Sunall Scale Industries 

Special assitance is to be provided to 
Small-Scale industries. The steps 
envisaged are: 

(i) The requiremens of small-scale 
units set up in the priority sector for 
imported raw mantcrials and compo¬ 
nents will be considered having regard 
to the assessment made by a team 
r^rcsenting the Development Commis¬ 
sioner (Small-Scale Industries), the 
State Director of Industries and the 
Federation of Associations of Small 
Industries, and after approval by a 
Special Committee set up under the 
Chief Controller of Imports and Ex¬ 
ports. 

(ii) The entitlement of small-scale 
units to non-ferrous metals will be en¬ 
hanced by 50 per cent. 

(iii) The modes of financing against 
which import licences for raw materials 
and components will be issued to small- 
scale units will be more favourable than 
before. In their case, the first Rs 5,000 
of their import entitlement will be re¬ 
ceived against free foreign exchange. 
Also, in the case of units whose import 
entitlement works out to an amount 
not more than Rs 50,000, licences will 
be issued against preferred sources of 
linancing irrespective of their export 
performance.. 

(iv) In addition to the normal im¬ 
port entitlements of small-scale units, 
supplementary imports will be made by 
the STC to meet the requirements of 
units engaged in the manufacture of 
chemicals, dyestuffs and plastic goods. 

(V) A simplified procedure will be 
followed for considering applications 
from small-scale units for import of 
machinery valued up to Rs 12,000. 

Backward Areas 

Special consideration is to be given 
to the requirements of the industrial 
units being set up in backward areas. 
The steps being taken are: 

(i) Preferential treatment will be 
accorded in the matter of import of 
machinery and raw materials to small- 
scale units proposed to be set up in 
backward areas. 

(ii) Indian nationals returning from 
abroad and intending to set up small- 
scale industries in backward areas will 
be allowed to import machinery pur¬ 
chased out of their funds abroad. 

Qualified Engineers 

Special facilities are to be provided to 
meet the requirements of qualified en- 
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gioeers/ex'service personoel who waot 
to set np industries. These are: (i) 
preferential treatment will be accorded 
m the matter of import of machine^ 
and raw materials to small-scale units 
set up by qualified engineers and ex- 
service personnel; (ii) qualified Indian 
engineers returning from abroad and 
intending to set up small-scale industries 
in any part of India, will be allowed to 
import machinery purchased out of 
their funds abroad.' 

Closed Engine^ing Units 

Special facilities are proposed to be 
afforded to the closed engineering units 
in West Bengal, to enable them to start 
their production again. Advance allo¬ 
cation of imported raw materials will 
be made to such units. 

Facilities for Development and Re¬ 
search Acitivities: (i) A separate foreign 
exchange ceiling has been set apart for 
meeting the import requirements of in¬ 
dustrial units for their research and de¬ 
velopmental activities, (ii) Import 
licences for raw materials and spare 
parts will be granted to the special re¬ 
search units recognised by the Depart- 
partment of Industrial Development, 

(iii) The value limit for import of bona- 
fide technical and trade samples under 
the Open General Licence has been 
raised from Rs 800 to Rs 1,000. 

Imports by Hospitals and Medical Insti- 
tntions 

Hospitals and medical institutions 
will be able to import, without import 
licences, drugs and medicines not ex¬ 
ceeding Rs 1,000 in value at a time- 
They will also be able to import, with¬ 
out import licences, surgical, optical and 
dental instruments, apparatus and appli¬ 
ances and dental materials not exceed¬ 
ing Rs 2,000 in value at a time. No 
import licences will as well be required 
to be taken by hospitals and medical ins¬ 
titutions for importing life saving equip¬ 
mentlike pace-maker for heart. They 
will further be able to import spare 
parts of medical, surgical, optical and 
dental equipment, without import li¬ 
cences, provided the value of such im¬ 
ports does not exceed Rs 2,000 in the 
course of a financial year. 

Imports by Doctors: (i) Registered 
medical practitioners will be allowed 
to import, without import licences, 
medical, surgical, optical and dental 
instruments, apparatus and appliances 
and dental materials of a value not ex- 
eeding ^ 1,000 at a time. 

(ii) Registered medical practitioners in¬ 
tending to start practice in a rural area 
will be given sp^ial consideration for 


import of equipment required fmr their 
professional use. 

Special Faculties to laiBHduals 

Individuals requiringemrtain imported 
goods for their personal use have been 
allowed to import sudh goods without 
licences, as indicated below:— 

(i) A person havinganimported agri¬ 
cultural tractor for his own use will 
be allowed to import snare parts of the 
tractor upto a value or Rs 1.250 in the 
course of a financial year. 

(ii) An individual can import dr^s 
and medicines of a value not exceeding 
Rs 200 af a time. 

(iii) An individual can import a life 
saving equipment like pace-maker for 
heart. 

(iv) An individual can import techni¬ 
cal and scientific books of a value not 
exceeding Rs 500 at a time. 

(v) An artist can import artist mate¬ 
rials for a value not exceeding Rs 
150 at a time. 

Open General Licence 

The import of certain essential raw 
materials required by industry will conti¬ 
nue to be on OGL. A list of these 
items is given in Appendix II. 

Film Industry 

The films industry has been provided 
the following facilities: 

(i) Imported colour raw stock will 
be released upto a specified extent to 
exporters of black and white films. 

(ii) The export obligation against 
release of imported colour raw stock 
has been reduced front 180 per cent to 
to r50 percent of the c.i.f value of 
colour raw stock released. 

Items on Banned List 

In view of the growing volume and 
quality of indigenous production, 170 
items have been taken on the permissible 
list. These include certain types of ball 
bearings, taper roller bearings, machine 
tools, textile machinery accessories, 
drugs and medicines and chemicals, 
certain items of garage tools, and some 
parts of electro-medical apparatus. The 
complete list of these items is given in 
Appendix III. 

Reduced Bnports 

Sixty-seven items which were hither¬ 
to allowed to actual users without rest¬ 
riction, will now be permitted only on a 
restricted bdsis. These include certain 


types of ball bearings, drugs and medi¬ 
cines, chemicals, and dyes intermedia- 
ates. The complete list of these items 
is given in Appendix IV. 

The quotas of established importers 
have been reduced as follows: 

(i) In respect of 23 items, the quotas 
for establisi^d importers have been re¬ 
duced. These include spare parts of vari¬ 
ous equipment, drugs and medicines, 
motor vehicles parts, garage tools and 
instruments. A list of these items is 
given in Appendix V. 

(ii) In respect of certain items, a maxi¬ 
mum value limit of Rs 4 lakhs has been 
fixed for issuing quota licences to estab¬ 
lished importers. A part of the foreign 
exchanp saving accruing from this 
restriction has been used by raising the 
minimum value of quota licences issued 
to small established importers from 
1,000 to Rs 1,250 so as to make their 
imports more economical. 

Procedural Simplifications 

The following procedural changes 
have been made in the new policy: 

(i) With a view to eliminating delays 
in the grant of import licences, the 
existing procedures are being reviewed 
and will be further streamlined. 

(ii) Import licences for raw materials 
and components issued to the actual 
users and registered exporters will have 
an enhanced validity period of 18 
months instead of 12 months as at pre¬ 
sent. 

fiii) Tire appeal procedure has also 
been simplified. 

Price Stabilisation 

Apart from the various provisions in 
the import policy calculated to increase 
production, a flexible approach will 
continue to be adopted with a view to 
permitting imports in areas and sectors 
where there arc sudden and unantici¬ 
pated shortages, as for instance arising 
from an unexpected shortfall in domestic 
production. 

APPENMXI 

List of New Items, the Import of whidi 
is canalised throgb the Public Sector 
Agencies during the licensing period 
April 1971-March 1972 

Part-I 

43-A—Load ingot, pig and scrap; 
44(a)—^Zinc or spelter unwrougbt in 
the form of ingots, cake, tiles and 
slabs; 44 (c)—^Zinc granulations and 
dust. 

PartU 

3—Raw manila hemp (fibriO; 5—Raw 
sisal fibre; 13—Aiuinium (E.C. Grade); 
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41-A—Graphite electrodes; 41-A— 
Graphite anodes. 

Part m 

]-B~Benzidinedi hydrochloride; IB- 

— Napthionic acid. Sodium Naphthio- 
nate; 1-B —Beta Naphthol. 

Part IV 

48—Gum arabic; 87, 109—Erythro- 
mycine, its salts and esters; 127-129 

— Peppermint oil; 127-129—Citronclla 
oil: 150—Synthetic rubber; 177— 
Polyester filament yarn; 237-238—Re¬ 
fractories and refractory material; 337 
—^Empty hard gelatine capsules. 

Part V 

14—^High grade manganese ore; 
14—Antimony ore; 14—Tungsten ore; 
20—Base lubricating oils; 22, 31—End- 
rin (insecticide); 22, 31—Octanol/Iso- 
Octanol/2-Ethyl-hexanol; 22, 31— 

Phthalic anhydride; 22, 31—Vinyl 

chloride; 22, 31—^Nitrocellulose chips/ 
Nitro-ccllulosc other ‘ than 15-20 
seconds viscosity; 22, 31 — Capro- 
lactum; 22,31—DMT 22.31—Sodium 
Borate; 22, 31—Iodine; 22, 31—Potas¬ 
sium Chloride (industrial grade); 22, 
31 — Methanol technical; 22, 31— 
Citric acid. 22, 31—Pyridine base 
and Pyridine technical; 26—Soda 
ash: 43—Rayon grade wood pulp; 
101—Cellulose acetate flnkes/sheets/ 
films; 101 -A —Cellulose acetate 
butyrate and celleulose acetate 
propionate: 122 (ii)—^Fluorspar (acid 
grade). 

Iron and Steel and Ferro-Alloy lteni.s 

Ferro-lungstcn; Ferro-Molybdenuin; 
Ferro-Vanadium; Ferro-Silicon; All 
mild steel, high carbon and alloy steel 
(Other than stainless steel) wire rods in 
coils; All mild steel and high carbon 
steel semis, including ingots, blooms, 
slabs and billets; Stainless steel sheets, 
plates and strips in cut length or in 
coils; Cold rolled grain oriented electri¬ 
cal steel sheets; All mild steel sheets, 
strips and skelp in cut length or in 
coils, both hot rolled or cold rolled; 
Heavy melting scrap and sponge iron, 
metallised iron ore and pellets for 
electric arc furnaces. 

APPENDIX-a 

List of Items the Import of which is 
allowed under Open General Licence 
During April 1971-March 1972 (Up to 
30th SeptemheTt 1971) 

43/IV—Wattle extract; 44/1V—Wattle 
bark; 45/1V—Bark for tanning exclud¬ 
ing wattle bark; 143 (c)'IV—Pickled 
hides, skins, pelts, splits and parts there¬ 
of; 144(a)‘IV—-Hides and skins, raw or 
salted, where the value of hides and 
skins is more than tliat of wool/hair 
thereon: 9'V- Quebracho extract. 


Chestnut extract and Modified Eucalyp¬ 
tus extract (Myrtan).. 

APP£NDlX-ni 

List of items taken off the permisaible 
Hat 

Pdttl 

17(ii)(d)- 

Pipes and tubes conforming to ISI 
specification 1239 or equivalent, the 
following: (i) Welded steel pipes and 
tubes of sizes 15 nun to 150 nun nomi¬ 
nal bore. 

(2) Seamless: 

Category Outside Thickness 

dia. 

(a) Hot ll5mmto 5 nun to 15 

finished 165 nun mm 

(b) Cold 90 mm to 4 mm to 10 
drqwn 140 nun 10 mm 

_ 

Mild steel tubes, the following;— 
Category Outside Thickeness 

diameter 

Butt welded 15 mm to 2 mm to 
tubes 150 mm 5.4 mm 

nominal bore 

17(0 

Seamless carbon steel steel pipes and 
and tubes, the following; 

Category Outside Thickness 

diameter 

(1) Hot fini- 115 nun to 5 mm to 15 

ed. 1(>5 mm mm 

(2) Cold 90 mm to 4 mm to 

drawn 140 mm 10 mm 

17 (iv) (a) and (b) 

Carbon steel discs and rings of all sizes 
upto 250 mm. 

28—Rear axle housing: 38-A (a) and (b) 
—M.S. Roller Chains of the following 
sizes: 

6x2.8 nun Simplex. Duplex and Tri¬ 
plex; 8x1/8' (3.175 mm) Simplex, Dup¬ 
lex and Triplex; 3x12.7 mmx7.75 mm 
(l/2'x5/16') Triplex chain; 2x12.7 mm 
x3.3 nun (l/2*xl/8') Duplex chain; 
2x12.7 mm x 7.55 mm (l/2"x5/16') 
Duplex chain; 2x12.7 mm x 4.88 nun 
(1/2" X 3/16") Duplex chain; 1x12.7 
mmx6.48 mm (1/2' 1/4') Simplex; 
1x15.876 ram x 4.88 nun (5/8'x3/16') 
Siniplm; 1x15.875 nun x 6.48 mm 
(5/8-X1/4') Simplex; 2x15.875 nunx 
9,65 mm (5/8' x 3/8') Duplex; 3x 
15.875 nunx9.65 nun f5/8'x3/8') Tri¬ 
plex; 1x19.05 mm x 11.68 nun (3/4'x 
7/16') Simplex; 2x19.05 mmx 11.68 nun 
(3/4' X 7/16') Duplex; 3kl9.05 mm x 
11.68 mm (2/4'x7/16') Triplex; Ix 
9.525 mmx4.88 mm (3/8* x 3/16*) 
Simplex; 2 x 9.525 mm x 4.88 mm 
(3/8' X .3/16') Duplex; 1 x 15.875 mm 
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X 11.68 nun (5/8'x 7/l'6') Sim¬ 
plex; 44.45 mm (1.3/4' Pitch^Siffl- 
plex. Duplex and Triplex; 63.5 mm 
(2 1/2' Pitch)—Simplex, Duplex and 
Triplex. 

Special chains and parts thereof, the 
following: (a) Bush chains; (b) Bent 
link chains; (c) Hollow pin chains; (d) 
Roller chains for agricultural mach- 
chinery; (e) Bottle carrying chains; 
(f) Conveyor chains. 

46 (c)—Cold rolled phosphor bronze 
rods other than those of sizes above 2" 
or 50 mm dia sq.; Phosphor bronze 
wire and tombac wires other than the 
following—Phsopher bronze wire and 
tombac wire thinner than 30 SWG for 
manufacture of Foundvinicr wire 
cloth. 

PattH 

12—^Aluminium wire rods having a 
purity of 99.5% or more for the manu¬ 
facture of ACSR all aluminium conduc¬ 
tors; Aluminium electordes. 

19—^Ball bearings of the following 
sizes; 6306K, 51206A; 51I06A.; 51107 
A.; L-064; DL 2520; Y1 1210; DL 
1412; DL 1712; DL 2012; JL 108; YL 
1612; YL 1616; YL 1812; 21 (1)— 
Feeler gauges; 28 (4)—V. ^Its of cer¬ 
tain size.s; 36 (5)—Diamond drilling bits 
for mining purposes, including oil field 
drilling bits of all types. 

46 (d)—^Telephonic equipment, name¬ 
ly: Small size ARP Equipment (12 
Subs-f-4 sirens); Dial Tester; Communi¬ 
cation equipment for naval frigates; 
Cable extension equipment for micro- 
wave systems; 60 Channel cable sys¬ 
tem; 7 GHZ Microwave equipment for 
railways; Supervisory control bay for 
6 GHZ project. 

Part in 

l-B—Dispers dyes, the following: 

Hue Colour 
No. Index 
No. 


Disperse yellow 

7 

26090 

Disperse Yellow 

64 

11080 

Disperse orange 

1 

Disperse Red 

4 

60755 

Disperses Red 

92 

61100 

Disperse Blue 

3 

— 

Disperse Blue 

94 

— 


1-B—^Phenyl Methyl Pyrazolone. 


Part IV 

87, 109—Drugs and medicines, the 
following: Cyclamic Acid and its salts; 
Oxytetracycline base and ox;^etracy- 
cHne hydrochloride; 104—Calcined pet¬ 
roleum coke; 177—-Industrial nylon 
yarn below 210 denier; 206—Felts; 
226—Special quality linen thrad; 27S(b) 
Garage tools, the following; Fbeler 
gauge; Nut runner including broken 
bolt extractors, manual or power 
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operator. Also spinner, specedier 
and power nut runners; Piston ring file, 
piston vice, ring groove cleaners; Valve 
grinding tools : Valve grinding reamers; 
Valve spring measuring tool; valve sets 
cutters; Vibro centric stone sleeves; 
Valve refacing and reseating tools; 
Valve guide cleaners; Valve guide 
drivers. 

293,295 297.1 —Wheel covers; All 

kinds of lights. 

Party 

22, 31—Chemicals, the following; 
Fumaric acid; Insecticides, Fungicides, 
Weedicides; ; and Rhodenticides, the 
following: 

Ammonium sulphonate; Coumafaryl; 
Dusting sulphur; Fenotrothion; Nico¬ 
tine sulphate; Sodium Dichlorophenol; 
Sodium Dimethyl Dithiocarbonate 
(Nabam); Warfarin. 

Nickel formate; Normal butyl al¬ 
cohol; Paradichloro benzene; Sodium 
benzoate. 

41—^Antique car tyres, the follow¬ 


ing: 

Size Ply 

rating 


28x3 4 

30x3 ' . 4 

30x3 1/2 4 

32x4 6 

32x41/2 6 

33x4 6 

33x41/2 6 

34x4 6 

34x41/2 6 

35x5 8 

36x4 6 

36x4 1/2 6 

37x5 8 

38x41/2 6 


Light Truck covers and tubes, the 
following: 6.50-10; 6.40-15. 

Fork lift covers and tubes, the follow¬ 
ing: Size 6.00-9, Ply raking—10; Size 
7.00-12, Ply raking—8 & 12. 

Tractor and Tractor'Trailer covers 
and tubes: 

Size 13.6-28 (12-28), Ply raking— 
—4 & 6; 65 (1-4) (v) (a) & (b)—Air- 
conditioning. Ice making and Refrige¬ 
ration equipments, the following: Fans 
and Blowers; Bottle coolers; Beverage 
Coolers: X-Ray Film Developing 
Tanks; Plate Feezers; Freezers; Humi¬ 
dity Chambers; Blood storge refrigera¬ 
tors; Air-conditioners and Refrigera¬ 
tion controls, the following and those 
wUch are not included in Appendix 48: 
Filters and Dryers; Hard Stamp fitt¬ 
ings; Solenoid valves; Shut-off valves; 
Relays; Expansion valves;. 

65 (1-4) (vj (a) & (b)-^'vii) Low and 
High Pressure cut-outs; (viii) Thermos¬ 
tats for Refrigerators, Room Air-con- 
tioners. Package Air-conditioners and 
other industrial applications; (ix) Runn- 
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ing capicitor: 65 (1-4) (x)—^Ricc Mill 
Machinery—capacity 1,2 and 4 tonnes 
I»r hour; Wagon Tippler; 65 (5) 
(ii) (a)—Flashers dippers Ignition 
switch^; Fuel pumps'Fuel pumps kits 
and parts thereof; 67 (i>—Handfed stop 
cylinder machine 20''x30*; 74 (iii)—Parts 
of head lamps; Locks specially adopted 
for tractors; Fuel/pumps'Fuel pump 
kits and parts thereof; 78 (ix)—Strain 
indicators; Fish finders; 79—X-Ray 
tubes and accessories, the following: 

DSA 1—85/15: DSA 2—100/25; 
20/40; SHX 1—125/80 (Shield); CBX 
1/4 cable; CBX 1/8 cable; CBX 1/6 
cable;92 (g) (2) (g)—Bow compasses; 
Dividers; Drawing Boards; Drawing 
Board Trestles; Drawing instruments 
boxes and sets; Drawing pens; half sets 
and loose drawing instruments; Print¬ 
ing frames T. Squares; 93-94 (a) (iv) 
and 93-94 (g)—Binocular heads: Lenses 
with or without sleeves for eyepieces— 
objectives and condensers; Iris diaph¬ 
ragms and Leaves for Iris diaphragms 
cut to size Silver roads; 93-9 (j)— 
Bowls Cuspidor; Caps, Pulp; Carvers: 
Celumat; Contouring Instruments; 
Embedding Compound Investment 
Holders, Broach; Holders, Sponage; 
Orthodontic materials and appliances 
of metal; Refracto-Matrix Ceramic 
Investment; Strips, asbetos; 104—^Na¬ 
tural diamonds;! 12 (a) (b) (c)—Cast 
Phenolic resinous tubes (for Bangle 
industry); Cast Phenolic resininous 
sheets and rods (for Button industry); 
122 (iii)—Activate bleaching earth for 
bleaching deep coloured oils such as re¬ 
find cotton seed oil, refined castor oil, 
palm oil and refine linseed oil 122 
(xv)—Synthetic fibre cloth (other than 
that for textile purposes). 

Part VI 

Crankshaft grinding machine, swing 
630 mm and distance between centres 
2184 mm.; Surface grinding machine- 
vertical spindle-Reciprocating table 
type-table size 300x1500 mm; Vertical 
boring and drilling machines, co-ordi¬ 
nate table type upto table size 1800 mm 
mmx2700 mm Broaching machine — 
^ tons capacity. 

Iren and Steel items 

Wire rods for cold heading of rimm¬ 
ing aluminium killed qualities; Nose 
Bars for Ring frames for textile and 
Jute industries. 

APPENDIX-IV 

List of new items to be allowed to actual 
users OB restricted basis 

Part I 

17 (ii) (d)—Seamless (alloy ana car¬ 
bon stpel) pipes and tubes; 41 (ii)— 
Copper pipes and tubes of sizes other 
than 18 mm O.D. to 100 mm O.D. hav¬ 
ing wall thickness of 22 SWO and 
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thicker; 46 (c)—^Brass pipes and tubes 
of sizes other than 18 mm O.D. to 
100 mm O.D. having wall thickness 
of 22 SWO and thicker. 

PartH 

19—Ball bearings of the following 
sizes 5202/16; 0-885141; N-5877; 

N. 6132; 52204; 52205; BB 1005 ABC 
1054 (Jeep part No. 649339) DO/PR 
108; 51117 CK-15125/K-15245; CK- 
15125/K-15245; CK-3982X/ K-3920; 
30214; 30216 

37 (i) (f)—^Jute cards and roll farmers 
(an attachment to the jute cardsl, the 
following; Long jute breaker card type 
JF-2; Long jute finisher card type JF-2; 
Long jute finisher card type JF-4p 
Cutting jute breaker card type JF-1; 
Cutting finisher card type JF-3; Cut- 
ing Teaser card type JF-10. 

Partin 

1 (d) (vi)—Sodium aliginate (for 
manufacture of dental products and 
latex industry); Dyes-intermediates, the 
following: Acetoacet - o - anisidide; 

Acetoacct-M-xylidide; Para Toluidine 
Meta-Sulphonic Acid (PTMS). 

Part IV 

87, 109—Drugs and medicines, the 
following: Nystatin; Phenyl Butazone 
and its salts; Methaqualonc Hydro¬ 
chloride. 

Part V 

6—Synthetic agents; 22,31—Chemi¬ 
cals, the following; Benzoic acid; 
Benzotricholoride; Benzyl cyanide; 
Bonding agents for rubber; Diallyl 
phthaiate (DAP); Butyl titanate; Di- 
decyl phtlialate (DIDP); Diethyl 
Etlmnolamine; Dinonyl phthaiate 
(DNP); Endrin (insecticide); Ethyl cya- 
noacetate; Furfural Iso bomyl acetate; 
Metalic acetates; 2-Mcthyl-2W pro¬ 
pyl propendiol; Morpholine; Musk 
ketone; N. Dipropylamine; Ortho Di- 
chloro Benzene; Palladium chloride; 
Para aminophenol; Para Hydroxy 
^nzoic acid; Phenatidine and para 
phenatidine; Phonoxy Acetic Acid 
and its salts; Phosphorous (Amorph¬ 
ous) i.e., white/ yellow phosphorous; 
Sodium/Hcxameta phosphate; Succina¬ 
tes; Sulfamic acid; Terpcneol; Thio 
Semi carbizide; Trihytlamine; 
Urethane 

65 (6) (a) (iii)—Components for the 
manufacture of office machines. 

78 (v)—Nichrome heating elements 
(Tubular types) upto 12()0-C in chrome 
nickel steel and copper tubing. 

78 (ix) Ultrasonic devices including 
ultrasonic flaw detector; Iron and steel 
items; Ferro Manganese (containing 
less than 0.05% carbon); Plain carbon 
from 0.3% to 0.65% but excluding 
mild steels containing carbon below 

O. 3% Plates. 
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APPENDIX—V 


List of items in respect of nMcn qnotas for establUied Inqrartcn have been rednced' 


S. No. & Part of the 
I.T.C. Schedule 


Description of item. 


IMPORT POLICY 


April ’70-March ’71 


April ’71-March ’72 


29/11 

30(f)(iii)/H 


.31(b)/lT 

32(e)/n 

36(5)/n 


Spare parts of road rollers 


Spare parts of diesel engines 
other than spares for road 
vehicular type diesel engines 
—Others. 


Parts of petrol, gas and kero¬ 
sene engines. 

Parts of motors 


Spare parts of jute, hemp, tea 
machinery etc. 


10% on imports of spare parts 
or U% on imports of com¬ 
plete road rollers. 

(1) GCA—20% or 4% on 
imports of complete mesel 
engines. 

(2) U.S. AID—10% on im¬ 
ports of spare parts of diesel 
engines or 2% on imports 
of complete diesel engines. 

20% (U.S.AID) 

(1) GCA—71% or U% on im¬ 
ports of-complete motors. 

(2) U.S.A1D—20% 

33 J% 


Nil 


OCA-10% or 21% on im¬ 
ports of complete diesel en¬ 
gines. 

Nil 


10% (GCAl 

GCA—7*% or U% on im¬ 
ports of coi^lete motors. 

25% 


46(b)/ll 

4(5)/IIT 

5(2)/m 

87,109/IV 

144(b)/lV 


275(b)/IV 

293,2^5,297/IV 

22,31/V 

22,31/V 

65(5)(iii)/V 


67(2)/V 

68(a)/V 
74(iii)/V , 


74(vi)/V 

79/V 


92(m)/V 

93-94{e)/V 


iisyv 


Carbons 

Spare parts of textile machinery 

Spare parts of textile machinery 

Drugs and medicines 

Fur skins of leopard, tiger, deer, 
rabbit, fox, cat and other 
wild animals and reptile skins 

Garage tools 

Motor vehicles parts 

Nickel Formate 

Refills for fire extinguishers. 

Parts of machinery and spare 
part S.No. 65 (1-4) (vii) (a) 
and (b)/V. 

Spare parts of printing ma¬ 
chinery. 

Rubber blankets for presses. 

Spare parts for agriculture- 
tractors and tractor 
drawn agricultural imple¬ 
ments. 

Parts of power driven agricul¬ 
tural machinery. 

Electro-medical apparatus and 
parts thereof, n.o.s. including 
ultra-violet and infra-red 
lamps for medical treatment. 


Micro eardrum hea;ring aids. 
Medical including surgical ins¬ 
truments, made of rubber 
Stereo flongs 

Spare parts of machine tools. 


(1) OCA-23 % 

(2) U.S.AID—20% 


complete machinery. 

2j:' 
100 * 


OCAr-5% 

U.S.AID—Nil. 

71% or li% on imports of 5% or li% on imports of 
complete machinery. complete machin^. 

7i% of U% on imports of 5% or 11% on imports of 

complete machinery. 

10 % 

50% 


(1) OCA — 71% 

(2) U.S.AID-50% 

8 % 
5 ; 


20 


GCA—71% 
U.S.AID—Nil 

isl 


100 % 


75% 


60% 

(1) OCA—30% 

(2) U.S.AID-30 % 


40% 
OCA—30% 
U.S.AID—Nil 


5% 


21 % 


( 1 ) 


( 2 ) 


OCA—40% of quota certi¬ 
ficates already issued or in 
relation to 40% of past im¬ 
ports during 1967-68 which¬ 
ever is favourable. 
U.S.AID—50% of quota 
certificates already issued 
or in relation to 50% of 
past imports during 1967-68 
whichever is favourable. 



40% of quota certificates al¬ 
ready issued or in relation 
to 40% of past import dur¬ 
ing l%8-69 whichever is 
favourable. 

Nil 


Nil 

121 % 


50% 

(1) OCA-4% 

(2) U.S.AID-5% 


(1) OCA-4% 

(2) U.S.AID—Nil. 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 



/aiLODlMDIKlOM 


EXTRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminitfm 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections<*«>fods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapbs 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities sd 
Aluminium Extrusions application ip your., 
industry? It will pay you handsomely to 
do so I Please write to: 


HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: Renukool, U.P, 
OnPices: BOMBAY 

oclhucaicutta-madras 
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EXTRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
ail at low cost with H4NDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin- 

J tlwialuminium extruded shape substituted 
or other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduttion in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds. I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so f Please write to: 

HINOUSTAN AUIMUOUM 
CORPORATION LTD. 

Works; Renukoot, U.P. 

Offices: BOMBAY 
OELHUCALCUTTA-MADRAS 
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Indnstrlaltsing Developing Nations .. 838 
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The Mitsubishi Mission 840 
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Labour-Management Relations 
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—S. J. Coelho . 848 
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European Technological Ca-operation: 1. 
Monetary COheerns. 

PROSPEC^ ANNOUNCEMENTS 854 


PLAtiNING^NEW. LOOK 


There is surely an AUce>m>Wonderland air about the new Ministry of Planning. 
The government notification setting out its functions compares almost word for 
word with the Resolution of March 15,1950, which set up the Planning Comnnssion 
in the first instance. Except for inconsequential differences, the Ministry, of IPlan- 
ning is to discharge the same responsibilities which the Planning Commission was 
original!;/ charged with. In the circumstances, it would have been logical for the 
Prime Minister to have decided to abolish ti*? Planning Commission and contented 
herself with the Ministry of Planning alone. This she has not done. What is even 
more intriguing is that she has not been able to indicate yet what precisely the rela¬ 
tion of the Planning Commission which she is in the process of reconstituting, 
would be to the Ministry of Planning. AH that she herself at present seems to know 
about the subject or is willing to tell the public is that the reformed Planning Com¬ 
mission will be much more than a mere secretariat of the Ministry of PlRnAtQg. 
Would this mean that the Planning Ministry will hav^ a secretariat and the Plinamg 
Commission will also have its own secretariat? Such of us as have been horrified 
by the proliferation of bureaucrats at Yojana Bhavan can only shudder at the pros¬ 
pect or ever-lengthening corridors of officialdom in the government’s platpiing 
empire. 

* 

The Minister forlPlanhing is the ex-offi:io Deputy Chairman of the reconsti¬ 
tuted Planning Commission. The Prime Minister will continue to be its 
chairman but she does not expect to have much time to give .to the detailed 
working of the Commission. Even so, any organisation which has thtaPTime Minilf- 
ter as its chairman cannot just be a mere secretariat or a mere department or in4tpod 
a mere anything. Thia emphasises the difficult problem of«(ViniO(iioftal relatiotimip. 
between the Ministry of Planning and Commission must be' 

solved if the Planning Cojnmission is to continue exist in thd^lpw set*up« 
As it is, the projected arrtogement not only appears to be untidy^y'ljut inadequately 
considered, 4 


Bihar Alloy Steels Ltd. 

The Aluminium Industries Ltd, 

TRADE WINDS . 

Currency Crisis; Reallocated Port¬ 
folios; Consultancy Team Abroad; 
Direct Tax Revenues Up: Railwav 
Passenger Traffic. Import substitu¬ 
tion Awards; UTMAL: Aluminium 
Wires, Trade with France; Soap Fac¬ 
tory in Malaysia; Names in the 
News. 


Not that, in a general way, the new scheme of things is not without its share 
of good intentions. The dedsiop,to set up a separate Ministry of Hanning has 
given the needed political status to the machinery of planning by absorbing it 
into the apparatus of decision-making at the highest levels in the central government. 
This process ought to give Planning an authority which it should never have lacked. 
The lYime Minister is also wise in trying to ensure that possibilities of conflicts 
over responsibility for policy or administrative jurisdiction between the Ministry 
of Planning and other central ministries or between the Ministry of Planning Sind 
state governments are reduced to the minimum. It has been provided that the 
policies and details of specific schemes included in the Plan are matters to be dealt 
with by the central admini-strative ministries concerned or state governments as tifc 
case may be. 


COMPANY AFFAIRS 864 

Industrial Cables; Aluminium Indus¬ 
tries; Bmny; American Express; 

Jay Shree Tea^ Sienntns; Sandvik Asia; 
Camphor &, Allied Products; Madras 
Aluminium; National Tobacco. 

COMPANY MEETING .. 868 

Industrial Cables (India) Ltd. 

RECORDS AND STATISTICS 870 

Pattern of Issued Currency , 


The Ministry of Planning, for its part, will concern itself broadly with techni¬ 
cal questions rebting to planning and the planning organisation itself. In the na¬ 
ture of things, the boundaries in such matters are hard to define but there is no 
doubt that the guidelines indicated now are basically sound. It should therefore be 
possible for the scheme to function smoothly in this rc.spect as experience teaches 
the various authorities concerned how to behave with one another in the general 
interest. However, the very fact that the Ministry of Planning is expect^ to func- ■ 
tionprim.'irily as a technical ministry underlines the question, noted earlier, of the 
place of the Planning Commission in all these arrangements. If the Ministry of 
Planning is to be a technical adviser on planning to other centraj ministries or state 
governments, is the Planning Commission in turn to be a technical adviser to the 
Ministry of Planning on the same subjects? Yojana Bhavan in its heyday used to 
be described as an imperium et imperio. Its future seems to have been dimi¬ 
nished to one of being a technical adviser to a technical adviser. 


ANNUAL SUBSCRIPTION 

INLAND : Rs.RSOO 
foreign ; £7-OOor*17-Ou 
Airmail & AdverUMment Rates 

on Enquiry. 

REGlSTf RED OFFICE 

UCO Bank Building. P. Box 34, 
Parliament Street, New Delhi-1 


That there is a real need for energising the concept or apparatus of planning 
is of dourse only too true. But it can certainly be doubted that the Priine Minis¬ 
ter has set a^ut this business in the best possible manner. On ffie contrary, there 
is every possibility of bad becoming worse. Instead of simplifying and tidying up 
the ap^ratus of planning, the new scheme of a Planning Commission functioning 
within a Ministry of Planning may well enlarge and complicate further the vast 
bureaucracy which "has already foisted itself on (he higher direction, as well as the 
machinery, of planning. Such a development will be particularly lamentable at a 
time when the government itself has at last come to appreciate the need for quicke¬ 
ning the pace of decision-making in economic affairs. Of all the scarce resources 
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whroh limit ihe growth of the national 
economy the most precious is the Time 
factor. With every day that passes with¬ 
out opportunities being created for 
more employment or production, the 
nation, especially because of its growing 
population, is forced to take a l^urthcr 
step back into niass poverty and the 
impoverishment of potential resources 
for development. The people therefore 
expect that any exercise in reforming 
the machinery of planning should carry 


We (NibUsh here, by courtesy All India 
Radio, a script by the Editor irhieh was 
twoudCASt with a fe«v verbal changes on 
Wednesday. May 5. 


with it a clear assurance that the go- 
vernment will be able to move quicker 
in promoting programmes in agricul¬ 
ture or projects in industry which 
would make it possible for more and 
more workers in field or factory to 
earn better anJ belter incomes over the 
coming years. Unfortunately, there 
is no indication yet that the planning 
apparatus is going to be energised in 
this manner although it could be said 
that we must suspend our judgement 
till a less incomplete picture than ob¬ 
tains now becomes available of any 
grand design the government may be 
having for the elTeciivc reorganisa¬ 
tion of planning and machinery of 
planning, 

* The basic directions of planning them- 
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selves have not much over 

the years. As stated in the fiovem- 
ment Resolution of Mard 15, 
1950, and reiterate in the official 
notification of May 4, 1971, they 

arc inexorably related to a proper 
assessment of the material, capital and 
human resources of the country and in 
the light of such an assessment, the 
framing of proposals for augmenting 
such of those resources as arc found to 
be inadequate and the formulation of 
plans for the most effective and balan¬ 
ced utilisation of national resources in 
the light of a sound scheme of priorities. 
This remains a stubbornly vatid-^even 
if somewhat cumbersome—description 
of the strategy we must persevere with 
for developing our economy. It there¬ 
fore has to be the aim of the government 
to provide itself with an apparatus of 
planning which is technictuly compe¬ 
tent to perform the functions enumera¬ 
ted in this description. There is little jus¬ 
tification for believing that mere inno¬ 
vations in or additions to government 
machinery would achieve this objective. 
What is needed therefore is a compact 
bods of highgr direction with effective 
political authority at the level of deci¬ 
sion-making in government and a suffi¬ 
cient but not sprawling complement of 
technical personnel, so that it may be 
able to function as a steady and rapid 
generator of ideas, energies and efforts 
in the nation. 

—EDITOR 


Industrialising Developing Nations 


The PROBLFiMs of fostering industriali¬ 
sation in under-developed countries 
came into sharp focus at the second 
Afro-Asian Conference on Small 
Enterprises held in New Delhi a few 
days ago — its predecessor had met 
in Cairo two years ago While, there 
in no dilTcrcnce of opinion in the de¬ 
veloping countries on the need for in¬ 
dustrialisation, thoughts on how to go 
about this job are yet to crystallise. It 
is in llus context that tlie dclil>crations 
of The above conference were useful. 
Even though some discordant notes 
w'cre heard at the conference, the con¬ 
sensus apparently was in favour of 
these countries according the highest 
priority in the industrialisation pro¬ 
grammes of the developing countries 
to the setting up of small indus¬ 
tries. 

This overwhelming emphasis on 
small industries in the plans of the de¬ 
veloping nations is not misplaced. A 
great majority of these countries has 


small or Ill-developed internal markets. 
Their capital and managerial resources 
are limited. Their people have yet to 
attain high levels of technical compe¬ 
tence. The primary problem facing 
them is to provide for growing popula¬ 
tion through widening the scope for 
employment at relatively low levels of 
i n vestment. Small-scale i ndustrics 
eminently suii these countries. 

But lliis docs not imply that the de¬ 
velopment of .small industries is not an 
exacting task. In fact, there was a reali¬ 
sation on the part of almost all the parti¬ 
cipants in the conference that encou¬ 
ragement of even small industries in the 
developing nations called for concerted 
effort. That this belief of the partici¬ 
pants apparently got strengthened by 
their study of our experience is evident 
from the fact that the representatives of 
many countries asked for our assistance 
in developing small industries in their 
countries. Presumably, they were im¬ 
pressed by the wide range of small in- 
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dustries that have been set up in our 
country during the past 20 years* A 
broad picture of the pr6gre$5 our smtill 
industries have made was provided 
to them through an exhibition orga¬ 
nised to synchornise with the con¬ 
ference. 

As our experience shows, the develop¬ 
ment of small industries is indeed an 
arduous job. Anew small entrepreneur 
has to be generally guided and assisted 
almost the whole way through. Feasi¬ 
bility reports have to be prepared for 
him. Assistance then is to be provided 
for drawing up detailed project reports 
and the most suitable process of manu¬ 
facture to be adopted. Infrastructure 
facilities have to be created in the shape 
of built-up sheds with power and water 
supply. 

After these preliminaries are over, 
his limited financial resources in¬ 
variably have to be augmented tluough 
state or institutional assistance. Mea¬ 
sures have also to be designed to enable 
him to overcome some of the inherent 
drawbacks of small-scale manufature. 
Facilities have to be created to enable 
him to secure raw material supplies at 
reasonable cost. Sometimes assistance 
has to be rendered for developing, 
trade connections or exploring markets. 
In the interest of improving the quality 
of his products, testing facilities have 
to be provided on a group basis. The 
new entrepreneur has generally also to 
be imparted some managerial training. 
He thus has to be assisted at various 
stages all through the line starting from 
the conceiving of the idea of what to 
produce right up to the sale of his pro¬ 
ducts to the consumer. To make him 
competitive with medium or large-scale 
units, he is also to be provided with 
subsidies. 

Recognising these hurdles in the way 
of fostering small industries, the con¬ 
ference appropriately called upon the 
developing nations to enact comprehen¬ 
sive legislation to cover all the aspects of 
assistance needed by small industries. 
There was also general agreement on 
the need for the creation of institutional 
facilities in diflferent spheres of activities 
of small industries, especially in the 
field of manufacturing and marketing. 

It was generally felt that national orga¬ 
nisations for the development of small 
industries should be set up in all count¬ 
ries in view of the special features of 
these industries and the role the govern¬ 
ment had to play in rendering assistance 
to them. 

The conference has indeed given the 
right lead to the developing nations. 

As experience is gained by the nationals 
of these countries, they can well branch 
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kto medium and larger imhistdal 
units. Care, of course, needs to be taken 
in the very first instance to see that 
in the interest Of the viability of the 
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industries set up, the modem technolo- 
^'cal trends in these industries are given 
due consideration, depending fin local 
conditions. 
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beat considerably rdieved. The inter* 
bank call rate has come down to six 
per cent in all the three principal centres 
-^Bombay, Calcutta and Madras — 
and many banks are not now being ob¬ 
liged to pay penal rates on their borrow¬ 
ings from the RBI. 


Interest Rates Too High 


SERIOUS thought has been given so 
far the monetary authorities to the 
•evolution of a properly integrated struc¬ 
ture of interest rates which will enable 
-an effective use of available resources 
and help also the schedided commercial 
banks to moluHse additional resources. 
There have actually been violent dis¬ 
tortions in interest rates in the past two 
years and with the formulation of im- 
-practicable schemes for pushing through 
the bill market scheme and faulty cre¬ 
dit planning, borrowers, big and small, 
are being penalised- It is somewhat 
surprising that there has been no 
attempt up to now to assess the impact 
on the banking system of the different 
procedures adopted by the Reserve 
Bank and the Banking Department of 
the union* Finance Ministry to raise 
funds through open market loans by the 
central and state governments for 
financing procurement of foodgrains 
by the Food Corporation of India and 
-other agencies and for granting small 
loans to new borrowers in the priority 
sectors. It was expected that this prob¬ 
lem would be examined carefully and 
proper solution found at the recently 
held three-day meeting of the chief 
executives of the nationalised banks, 
the State Bank of India and its subsidia¬ 
ries and the union Finance Minister 
and government officials. 

There was, however, no serious dis¬ 
cussion at this meting of the new prob^ 
lems and no clear un^rstanding of how 
the frequent adjustments in lending 
rates have upset the economics of 
working of different industries and 
trades and whether it was necessary at 
all to have acted in the manner in which 
many bankers did in the past few 
months. While there may be genuine 
difference of opinion over what exactly 
should constitute an optimum stru¬ 
cture of interest rates and whetter 
a definitely dearer mon^y policy 
should be pursued to induce a greater 
sense of discipline among borrowers 
and for stimulating savings, it will be 
generally agreed that the ^velopments 
In the past two years have come about 
in a hotch-potch manner. Without a 
dear understanding of the role of inte¬ 
rest rates, ud hoc adjustments have been 
-effected periodically only to finance the 
heavy expenditure incurmd by the 
banking system on the opening of a large 
number of aew branches and facilitate 
cheaper borrowing by the Food Cor- 
p^tion of India and other stale agen¬ 
cies for carryir^ out procuiement 


operations. The immobilisation of 
larger amounts in central and state 
government securities and bonds of 
public bodies and the .jacking up of the 
statutory liquidity ratio have also had 
a complicating effect. As a result of 
these various factors, the lending rates 
of even major banks have risen gra¬ 
dually from 81 to 9 per cent, in res¬ 
pect of fully secured advances, to lOi 
to 11 per cent even for basic limits, 
while higher slab rates of 111 to 12 
per cent are .being levied for additional 
temporary accommodation. Where 
larger limits are involved, even higher 
rates have been charged up to 12 per 
cent and credits against book debts are 
not avrilable for less than 11 per cent. 
For clean advances much higher in¬ 
terest rates are charged. 

With an uninterrupted rise in lending 
rates, which was not quite justified hav¬ 
ing regard to the fact that bank deposits 
are growing at a fairly fast rate and it 
is likely that a new record will be estab¬ 
lished i n the current year with fresh addi¬ 
tions of the order of Rs 1,000 crores, 
the Reserve Bank thought it advisable 
to raise its lending rate by one per cent 
to 6 per cent in January this year as it 
was out of line with the new pattern of 
lending rates. The interest rates on 
deposits have also been revised, though 
it has been complained by Mr R.K. 
Talwar, Chairman of the State Bank of 
India, that a fair deal has nor been 
accorded to the deporitors and lending 
rates have been raised without having 
due regard to the cost of mobilisation 
of money. He was also critical of the 
role of the Life Insurance Corporation 
and the Unit Trust of India in the call 
money market and their insistence on 
extracting fantastically high rates even 
for day-to-day accommodation. 

While it may be said that the Life In¬ 
surance Corporation and the Unit Trust 
are entitled to a reasonable return on 
their sizable floating Binds, when ban¬ 
kers were being helped during the criti¬ 
cal period, the fact has been overlooked 
that the squeeze in the money market 
had been needlessly heightened and the 
system of penal interest rates and rest¬ 
ricted reflnance, which were badly con¬ 
ceived, were to blame. The govern¬ 
ment has only recently realised the mis¬ 
takes ofits earlier policies and with the 
adjustments effected by it in respect 
of advances against procured food- 
grains and the steps taken to make quick 
disbursements against outstanding bills, 
the pressure on the banking system has 


However, considerable harm has been 
caused by the high short-term rates 
that prevailed in the money market m 
February and March. Many banks 
took advantage of (he unusual condi¬ 
tions and raised their lending rates to 
the high level indicated above on the 
plea that they had to borrow heavily 
from the Reserve Bank and on a highly 
penal basis. This excuse can no longer 
be trotted out as refinance against fresh 
advances for procurement purposes 
would be available up to 75 per cent, as 
against 50 per cent till recently, and it 
is expected that there will be a -faster 
growth of deposits in the current slack 
season. The question is whether banks 
will be gracious enough to reduce 
their lending rates and form correct 
ideas about credit planning. 

There would, however, appear to be 
no great anxiety to reduce the burden 
of interest rates on the bigger borrowers 
. particularly as the scheme of differential 
lending rate for different types of loans 
and for different classes of borrowers 
is yet to be satisfactorily formulated. 
The government and Reserve Bank 
are obviously anxious to keep a large 
cushion between average deposit rates 
and average lending rates so that they 
can have ample room for manoeuvre. 
There is hardly any justification for this 
complacent attitude as official spokes¬ 
men have indicated that even in a year 
of indiscriminate lending and heavy 
expenditure on the opening of new 
branches and a sharp upward revision 
in the emoluments of bank employees, 
many banks have earned net profits 
which are much higher than those for 
1969. It is needless to point out that in 
1971 the experience would be even more 
encouraging. 

The Reserve Bank should, therefore, 
examine how the wide spread between 
deposit rates and lending rates can be 
reduced and whether there will be a 
build-up of undue pressure on the bank¬ 
ing system if procurement operations 
are to be financed in the same manner 
and there is a shifting of the base period 
for determining the quantum of excess 
credit digible for refinance purposes. 
The impact of a higher liquidity ratio 
on lendablc resources has also to be 
taken into account for evolving any 
new strategy. 

The feasibility of revising deposit 
rates for stimulating the mowth whiclx 
is already iiiq>res8ive, will necessarily 



flgUfe in these calcutaticms. While 
even bankers differ on whether there 
should be upward adjustments in de¬ 
posit rates. Tor mobilising largi^r re¬ 
sources, a high price will have to be paid 
for achieving even a marginal increase 
in the growth rate. In any case, there 
is no justification for a spread of over 
4i per cent between deposit rates 
and lending rates. This difference may 
be much higher as demand liabilities 
of the scheduled commercial banks 
still constitute a sizable proportion of 
total deposits and on the former little 
Or no interest is paid. There will, of 
course, be considerable expenditure 
in handling a large number of accounts 
for deposits and loans. 

But with a rationalisation of account¬ 
ing methods and simpler procedures, the 
cost of mobilising deposits and utilising 
them can be reduced significantly. In 
the developed countries, the spread 
between deposit rates and lending 
rates is not more than 21 per cent. 
It may be explained that this smaller 
difference is due to a smaller network of 
of branches and the disposal of funds 
in the form of bigger loans. Even allow¬ 
ing for the special disabilities that have 
to be endured by the Indian banking 
system, there is no justification for the 
existence of a spread of more than3i 
per cent, especially when there is the 
prospect of a fast growth in deposits 
in the coming years and the likelihood 
of the programme of opening branches 
in underbanked and unbanked areas, 
which are highly unremuncrative in the 
early stages, being completed in the 
next two or three years. 

As it has been claimed that the 
burden of lo scs incurred on new 
branches is offset to a great 
extent by many other branches ope¬ 
ned in earlier years getting out 
of the red, the proper course for the 
Reserve Bank and the government 
would be to treat part of the outlay on 
the opening of new branches as deferred 
revenue expenditure to be amortised 
over a period or subsidise the expendi¬ 
ture incurred on the opening of new 
branches on a specified basis out of the 
the aggregate profits which are sure 
to be earned by the government after 
notionally providing for interest 
charges on the amounts paid by way of 
compensation to the erstwhile banks. 
These profits will be sizable if available 
resources are properly utilised even 
after reducing lending rates by i to 
one per cent and increasing deposit 
rates,by at least i per cent for 
periods exceeding six months. 

It is time the monetary authorities 
thought of streamlining the structure 
of lending rates, especially as some 
Other new complications are setting 
in. In any case, there is no justification 
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for pursuing a dearer money policy 
without examining iis ecmiomic impli¬ 
cation and without giving a fair deal 
to depositors. As matters stand, it is 
possible to sustain even slightly higher 
deposit rates and reduce at the same 
time lending rates by i to one per cent 
and revert to the levels that existed in 
early March. The Reserve Bank and 
the government witrbe facilitating the 
process of readjustment to a great ex- 


Magnificent, miraculous and many 
more superlatives have been used by 
commentators to describe the growth of 
the Japanese economy and the relevant 
figures quite justify this description. 
Japan's economy advanced at a rate 
of IS to 16 per cent annually during 
1964 to 1969 which was indeed strik¬ 
ing. Taking a specific instance of the 
steel industry, Japan has approached 
the ICO million tonnes mark and the 
world's largest single steel unit is no 
longer U.S Steel but Nippon. Japan's 
steel production is likely to be expanded 
to nearly 150 million tonnes by 1975 and 
around 225 million tonnes by 1980. The 
prospective growth in other spheres of 
the Japanese economy is also expected 
to be of matching magnitude. To sus¬ 
tain this phenomenal scale of economic 
expansion Japan has to make firm 
arrangements abroad for the procure¬ 
ment of raw materials and the disposal 
of end-products. 

Already Japan has signed long-term 
contracts with several countries 
for the import of raw materials; these 
include agreements with Australia for 
iron ore, Zambia for copper andCanada 
for timber. Another sequel to this rapid 
rate of growth is Japan’s investments 
abroad with a view to converting part 
of these raw materials into semi-manu¬ 
factures so that only the final sophisti¬ 
cated processes are undertaken in 
Japan. 

It ma>, however, be pointed out that 
although Japanese entrepreneurs move 
out to invest strictly in terms of their 
need of raw materials or other resources 
which have to be tapped abroad, there 
is no dearth of countries which would 
welcome these investments as being to 
their advantage as well. The record of 
Japanese industry’s efficiency is quite 
remarkable. Any country that invites 
Japanese capital also imports highly 
developed technology and forward- 
looking management. It is in this 
context that this country should con¬ 
duct a dialogue with the visiting 
Mitsubishi team. 

This mission, led by Mr Ninichi Na- 


« 

tent if they did not add to Hie p^uie 
on the banking system ubimi^t* 

native procurement jpotfcies and in¬ 
ordinate delays in effecting payments 
against government bills.' If banks are 
compelled to pay penal rates on the^ 
borrowings from the Reserve Bank, it 
should be only when credit creation 
was proving to be inflationary. Even 
here, quantitative control will be pre¬ 
ferable to dearer credit. 


kagawa, Managing Director of Mit* 
subishi Shoji Kaisha, has made it known 
that Japanese industry and government 
are positively interested in expanding 
the area of economic association with 
this country because of its political 
stability, large maiket and several other 
potentialities such as cheap labour. At 
present Japanese investments in this 
country are quite negligible, just about 
3.5 per cent of the total Japanese 
investments abroad which is Rround 2.5 
billion dollars. This mission, therefore, 
can pave the way for more Japanese 
investments in the near future. 

This is a kind of reconnaissance 
mission and will be followed by a 
more comprehensive group for speci¬ 
fic trade and investment possibilities. 
The mission has gone round the country 
and has held discussions with several 
representatives of business organi¬ 
sations. The discussions have rented 
to the possibilities of Indo-Japanese 
collaborations for the production of 
goods for export to other countries in¬ 
cluding Japan and the setting up of 
joint ventures in third countries. The 
areas of possible partnership have been 
identified in engineering, chemical and 
consumer industries. Mr Nakagawa has 
pointed out that as a result of these dis¬ 
cussions technical assistance could be 
provided for improving the production 
technologies of existing units and for 
organising export-oriented production 
by joint ventures. 

Entrepreneurs from this country have 
shown particular interest in the setting 
up of joint ventures for the manufacture 
of castings, electronic components, dis¬ 
tilleries, processed foods, petrochemi¬ 
cal complexes, paper and pulp plants, 
dyestuffs and intermediaries, alloy and 
steel items as well as general merchan¬ 
dise. It has been suggested that if the 
mission could compile a detailed list of 
items which, given the complementary 
nature of the two economies, could be 
profitably manufactured in India, it 
would be widely circulated to create 
interest amongst potential Indian entre¬ 
preneurs. 

The mission however has made it 
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dear that Japanese industrialists are not 
particular about percentages of share 
holdings in the joint ventures, but arc 
keen, however, on the Japanese colla¬ 
borators having sufficient freedom to 
guide the affairs of the projects in accor¬ 
dance with the best business interests. 
Another problem which has been dis¬ 
cussed is the policy of our government 
on royalties, the present level of taxes at 
50 per cent being one of the disincen¬ 


tives. The mission has expressed the 
opinion that, in order to attract modern 
engineering technology, royalty rates 
should be kept at attractive levels. It 
has also emphasised the problem of 
administrative and procedural delays in 
the processing or clearance of projects 
by government agencies. A sophisti¬ 
cated bureaucracy, it has pointed out, 
could sometimes "hamper the interests 
of society/’ 


A Half-Hearted Attempt 


Although WHLL-mcant, the liberalisa¬ 
tions effected in the current year’s 
import policy, announced belatedly on 
April 30, go only half-way to meet the 
requirements of the economy. No one 
can object to the special concessions 
proposed to be granted for encouraging 
the establishment of industries in back¬ 
ward areas, fostering the growth of 
small-scale industries, assisting engi¬ 
neering graduates in the setting up of 
their own ventures and for the re-open- 
ing of the closed engineering units, 
particularly in West Bengal. All these 
measures were necessary to contain the 
unemployment problems. But what 
passes comprehension is why despite the 
claim of a spurt in our export earnings 
in 1970-71, only lip sympathy should 
continue to be expressed for units which 
primarily cater for domestic consump¬ 
tion, especially those belonging to the 
list of priority industries. Our export 
earnings in the last financial year are 
said to have been around Rs 1,530 
crores - an increase of about eight per 
cent over the previous year’s figure of 
Rs 1,413.21 crores. With this encourag¬ 
ing performance in 1970-71, the growth 
in exports in the first three years of the 
fourth Plan works out to slightly over 
eight per cent — nearly one per cent 
higher than the target. 

There is no denying the fact that in 
several industries included in the priority 
list, there is a good deal of under¬ 
utilisation of capacity for want of raw 
materials. The crying need of the eco¬ 
nomy today is the stepping up of pro¬ 
duction — not only for exports but also 
for the domestic market. Otherwise, 
all attempts at checking undue rise in 
prices are bound to prove abortive. It 
is perhaps not fully appreciated that a 


restraint on the price spiral at home is 
not only necessary to curb unrest in the 
country but is also imperative for mak¬ 
ing our exports competitive in the world 
market. Further, the list of priority 
industries itself needs a revision; it was 
drawn up nearly a decade ago when our 
economic structure was appreciably 
different from what it is today. 

The case for the liberalisation of 
imports of raw materials to meet the 
growing internal demand is also streng¬ 
thened by the optimistic outlook for 
the current financial year’s exports de¬ 
lineated by the union Minister for 
Foreign Trade, Mr L.N. Mishra. Our 
exports this year, Mr Mishra hopes, 
will go up by about 10 per cent com¬ 
pared to the la.st year. If the preceding 
year’s growth has been around eight per 
cent, as claimed, this year’s estimate of 
10 per cent increase in exports may, in 
fact, prove to be conservative. This is 
because of the recent happenings across 
our eastern border and the encouraging 
response which a number of our non- 
traditional export items, especially 
engineering goods, arc evoking from 
abroad. Assured of raw material supp¬ 
lies, our engineering industry is in a 
position today to multiply its exports 
much faster than has been the case 
hitherto. That it has established its 
products in the Asian and African mar¬ 
kets should be evident from the increas¬ 
ing number of turn-key contracts it is 
now bagging in these countries. 

So far as the linking of imports with 
exports is concerned, it is indeed en¬ 
couraging that this policy enunciated 
three years ago, is proposed not only 
to be continued in its essentials but also 
broadened. Those industrial units 
which export 10 per cent or more of 


their annual output are at present being 
allowed to import their requirements 
from preferred sources of supply. In 
future, if any unit exports 25 per cent 
or more of its production, “it will re¬ 
ceive substantially greater preference.” 
This new limit perhaps could hiive been 
kept lower, as only very few units will 
be able to avail of the new concession. 
The liberalisation effected in the im¬ 
ports of recognised export houses and 
registered exporters is welcome; so 
also the inclusion of ready-made 
garments and natural silk fabrics and 
articles made thereof in determining 
the eligibility for an export house. 

In the canalisation of imports, the 
government could have proceeded much 
more cautiously than has been the case. 
It is true that the ruling parly is commit¬ 
ted to progressively enlarging the role of 
the public sector in the country’s foreign 
trade, but this policy has to be tempered 
by the realities of the situation. The 
imports of as many as 51 new items 
(estimated import bill of Rs 130 crores I 
- many of them essential industrial raw 
materials have been canaliseci through 
the public sector. The adverse effect of 
this on the employment potential of 
the existing import channels apart, this 
massive canalisation can prove very 
costly to the economy if there are in¬ 
ordinate delays in effecting imports. 
That such delays cannot be ruled out 
should be clear from the fad that proper 
institutional arrangements have yet to 
be made for the import of several 
items. Whether the public sector has the 
requisite expertise to handle the import 
of all the new items which it is being 
called upon to handle is also a moot 
point. 

The proposal to make available the 
several canalised import items to the 
exporting units at international prices, 
of course, is a welcome step. Hither¬ 
to this has been done sporadically. In 
future, it is proposed to be done sys¬ 
tematically. If the exporting units are 
assured of the supplies of imported 
scarce raw materials at prices at which 
their competitors abroad are able to 
get them, their competitive strength in 
world markets should obviously im¬ 
prove to the betterment of their export 
performance. The streamlining of the 
procedures, as promised by Mr Mishra 
while announcing the new import polic>, 
should facilitate matters a great deal. 
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Labour-Management Relations 

C* L- NARAYANA 


Tut fi rRf N(i III and success of an organi¬ 
sation largely depends on the harmoni¬ 
ous relations between its management 
and labour and their complete identi- 
ticaiion with its aims and objects. The 
labour force is organised into and re¬ 
presented by an institution called ‘trade 
union' since it becomes practically 
impossible for the cmplo>er to indivi¬ 
dually find out and remedy the 
grievances of each worker. Hence the 
existence of a trade union is a must, 
because it provides a representative ins¬ 
titutional means to negotiate with wor¬ 
kers on matters of mutual interest 
and arrive at amicable settlement of 
outstanding issues, thereby, preserving 
and promoting amity and good rela¬ 
tions between labour and management. 

W hile we arc not lacking in tlie num¬ 
ber of unions, the existing pattern of 
unionism does not. however, seem to 
serve this positive goal. Employers, 
in general, arc eouccnicd over the filip- 
paut and wayward attitude of unions on 
various issues under the influence of 
divergent political parties whose ob¬ 
jectives arc, by no means, compatible 
with those of workers and employers. 
It is said that trade unions frequently 
raise demands for wage revisions which, 
when conceded to, are not followed by 
matching increases in. productivity. 
Go-slow tactics, ghcraos culminating 
in violence and intimidation, and spora¬ 
dic strikes have become the order of the 
day. There is a discernible tendency on 
the part of workers to extend indiscip¬ 
line from the shop-fli>or to the resi¬ 
dences ol' senior executives. This un¬ 
ruly approach of workers has stricken 
some industrialists with fear and pessi¬ 
mism about the possibility of restoring 
healthy labour-management relations 
and maintaining the economic viability 
of their organisations. C onsequently, 
the oiganisalions arc being either 
closcvl down or shifted to other regions, 
the latter having come to be known as 
flight of industry. 

Workers' Complaiiit 

On the other hand, \\orlvers coin- 
plain 'thitt employers are profil-lhirsty, 
the wage boarti awards arc not being 
implemented at all, or, are not pro¬ 
perly implemented, the welfare of 
workers iv. ignored, bonus payments 
arc inadequate, recourse is taken to 
unfair labour practices through WTong- 
ful dismissals ami retrenchmert of union 


office-bearers and, above all, the real 
representative union is not recognised 
and is by-passed in negotiations. 

There is perhaps an element of truth 
in the grievanass of both, since, in 
every instance, one or the other violates 
the convcnaiu of ideal labour-manage¬ 
ment relations, by which the aggrieved 
party is provoked into defensive and 
retaliatory actions. 

It is often said that the interests of 
capital and labour, i.e. employers and 
workers, are diametrically opposite 
as the masters try to give as little while 
the workers desire to get as much as 
possible and, therefore, the strife bet¬ 
ween the two is inevitable. 1'hough it 
might be true to some extent, the mo¬ 
dern concepts of labour-management 
relations call for a re-lhinking on this 
out-dated philosophy. The theory of 
master and servant does not hold good 
any longer inasmuch as labour is re¬ 
garded as an equal and unavoidable 
partner with identical stakes in the pros¬ 
perity of an organisation. The rela¬ 
tionship between the two is analogous 
to that of a ‘chicken and egg’. One 
produces the other and enriches both. 
The intcr-dcpciidencc of capital and 
labour for the successful running of an 
organisation is so full and complete 
that one ceases to be productive in 
isolation of the other. 

Simple Example 

[jct us lake the simplest ex¬ 
ample, although seemingly fantastic, 
but not altogether hypothetical. 

If all the workers in a factory con- 
cortedly refuse tv) work, just imagine the 
predicament ol the capital in spite of the 
best machines and material available! 
“However ellicicnt the machine touch 
in an industry be, if the human element 
refuses to co-operate, the industry will 
fail to run."' A case in instance was 
the prolonged strike from November 
1969 to January J970 by more than 
35,000 workers in seven engineering 
concerns of Jamshedpur, resulting in an 
estimated loss in production of about 
Rs 75 lakhs a day, which means that 
enormous capital worth several crorcs 
of rupees had been rendered idle ami 
unproductive during the strike period. 
Similarly, if an industrialist, \^alever 
may be the reason, withdraws from his 
enircprenurial activities and is bent 
upon winding up an organisation or 
slnfting the same after complying, if 
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necessary, with the statutory provisions 
regarding retrenchment compensation^ 
etc., of what avail is the existence of 
plenty of labour with the best of skills? 
The head office of the Birla concerns 
was shifted from Calcutta in the face 
of fierce demonstrations by the staff 
and resistance by the trade union 1 m- 
ders. The government too failed in its 
bid to prevent the same and the staff 
suffered the tragic consequences of 
unemployment. 

Some may argue that in all such ext¬ 
reme situations, workers stand to 
suffer much more than the employer, 
since labour is a perishable commodity 
without any reserve price. Each day lost 
is lost for ever and hence labour cannot 
remain unemployed for as long as the 
c\nployer, without facing the grim pros¬ 
pect of economic distress. This is, 
no doubt, true in the context 
of the economic backwardness of 
workers and the poor financial re¬ 
sources of trade unions. Nevertheless, 
in the ultimate analysis, the above 
examples bring home the stark reality 
of one agency remaining tinemployed 
and consequently becoming unproduc¬ 
tive, divorced of the other. It is, there¬ 
fore, rightly said that if capital employs 
labour, labour too, in turn, cmplos*' 
capital. 

Fundamental Truth 

This fundamental truth of one 
factor being an equal partner — rather 
an indispensable instrument to the pros¬ 
perity of the other — has to be fully 
realised in regulating the relations with 
each other. The onus is more on the 
employers, some of whom still seem 
to think in terms of “the management’s 
inalienable right to ‘hire , control and 
lire' workers.It is high lime that 
they shed these vainglorious complexes 
of superiority with exclusive preroga¬ 
tives to force workers into accepting the 
terms dictated through their head, 
divested of the heart. They should re¬ 
gard themselves as comrades-in-arms 
with workers in pursuit of an objective 
of mutual benefit. So also the outside 
politicians who take upon themselves 
the role of trade union leaders and bene¬ 
factors of workers should exercise dis¬ 
cretion and restraint in putting up de¬ 
mands and inciting workers into activi¬ 
ties subversive of the interests of the 
organisation, which would ultimately 
spell disaster to capital and labour as 
well. 

The common object of interest for 
both is the ‘organisation’ which can 
flourish only when all the factors of 
production combine and work in har¬ 
mony towards achieving the targetted 
goal. The prosperity of the capital and 
labour is, thus, essentially linked with 
the progress and development of tfie 
organisation whidi, in turn, depends 
largely on the rapport established bet- 
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Is the long way 
the right way home ? 



Not unless you want to send your goods on a Speed your cargo by air<—it's n faster, cleaner, 

pleasure cruise. Surface shipments mean long trouble-free operation. And profitable, too. 
lourneys skirf^ing continents, delays In berthing at If vou can't make a complete switch to air exporting 

ports, time lost in congestion at docks. Add to this start now with BOAC's Alr/Sea Mix Plan. Send the 
the paperwork of filling forms, checking inventories, bulk by sea but use air as often as possible and 
warehousing—and you might as well let your trade always In emergencies by building an allowance Into 
take a holiday. your costing system. This extra cost is offset by 

Meanwhile your goods are unsold, your money spreading if over every unit you send out, 
tied-up. you have a diasatisfiad customer on your Ask BOAC or your Cargo A'i< nt. Thry'll tell you 

hands, and your competitors have probably stofen how you can benefit. Drr’: ' ' "y drift, lift 

a march over you. it to profit. 

No? then AirCaigo 
is the answer! 
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ween the two wings and thd extent of 
their identiiication with the or^nisa- 
tion and its objectives. Other factors 
being normal, the working results of 
an organisation may be said to be a pre¬ 
cise index of the cordial relations 
obtaining between the employer and 
workers. 

This leads us to the all-important 
problem of cordial labour-management 
relations which means nothing more 
and nothing less than human relations 
based on goodwill and common-sense. 
There have been numerous occasions 
when the need for cordial relations has 
been unequivocally voiced by the cm- 
loycrs’ and workers’ organisations 
pledging their efforts towards promoting 
the same through negotiated settlement 
of disputes. The government too, 
on its part, has enacted several 
legislations providing fur a hier¬ 
archy of official machineries under 
the stale and central governments to 
intervene and regulate labour-manage¬ 
ment relations at diffcrcni stages, 
and to prevent escalation of the out¬ 
standing disputes through compulsory 
adjudication, if necessary. 

Unfortunate Experience 

In introducing compulsory adju¬ 
dication as last item in the ma¬ 
chinery for settlement of disputes, 
the obvious intention was that both 
labour and management should 
sincerely endeavour to settle their 
disputes through the other avail¬ 
able media of conciliation, arbitration, 
etc., failing which the appropriate go¬ 
vernment may take the ultimate step 
of referring the dispute for adjudica¬ 
tion in deserving cases. Unfortunate¬ 
ly, this has not been the case in practice. 
In their bid to avail of only the ulti¬ 
mate means of settlement through ad¬ 
judication, the disputing parties put 
up uncompromising postures through 
all the earlier processes of settlement, 
thus reducing the conciliation proceed¬ 
ings to simple routine rituals. In this 
sense, the availability of adjudication 
has, to a groat extent, sapped the con¬ 
tending parties of the earnestness to seek 
settlement of disputes amicably through 
negotiations. The urge for collective 
bargaining and internal selilemeni of 
disputes is thereby grossly undermined. 
In the words of Mr V.V. Giri, veteran 
trade union leader and the present 
President of India, **We must free the 
parties from the shackles of compul¬ 
sory arbitration, restore to them tlicir 
sense of scIF-coiilidencc and responsibi- 
liiy and inculcate in them the spirit of 
self-government.'’’^ 

At the non-official level, in addition 
to many truce resolutions, a code of 
discipline, which is a compendium of 
obligations of managements and unions. 


was adopted at the 16th session of the 
Indian Labour Conference in 1958, os¬ 
tensibly with a view to ushering in an 
era of industrial peace. A survey of the 
existing labour legislation providing 
for prevention and settlement of dis¬ 
putes coupled with the fton-official 
measures agreed upon by the em¬ 
ployers’ and workers’ organisations 
from time to time aiming at harmoni¬ 
ous relations, amply demons Irates that 
there is an exuberance of legislations 
and high sounding ‘voluntary’ resolu¬ 
tions in this regard. What is deplorably 
lacking is the will to abide by these 
legislations and the good sense to imple¬ 
ment in letter and spirit the so-called 
voluntary truce resolutions. Although 
they arc said to be ‘voluntary’, the 
subsequent intransigent conduct of 
workers and employers in sticking to 
their guns on any outstanding issue, 
only goes to show that they were rather 
coaxed into subscribing to these reso¬ 
lutions by the apparent trend of dis¬ 
cussions and the prevailing mood in 
the various conferences so as to exhibit 
that they too were second to none in 
cherishing peaceful labour-manage¬ 
ment relations. Some of the parties 
to the avowed resolutions had, in fact, 
openly rescinded the same later on. 
Consequently, these measures have 
failed to take labour and management 
even to the periphery of cordial rela¬ 
tions. Instead, industrial disputes have 
multiplied and sometimes assumed 
menacing proportions, making it 
difficult for the two to see eye to eye. 

Impact on Economy 

Maintaining cordial relations is pri¬ 
marily an affair of the parties concerned. 
But for I he fact that the commercial 
activities of an organisation have an 
indirect impact on the economy of the 
country, whicli accounts for the govern¬ 
ment's interest, it may even be said 
that the question of cordial labour- 
management relations is their ‘private' 
affair — as purely private as the rela¬ 
tions between a wife and husband. The 
settlement of a dispute, be it trivial or 
potential, is best left to them based on 
their conciliatory attitudes and realisa¬ 
tion of the compelling need to rctorc 
cordial relations within the orgaiiisa- 
tion/fannly. Any amount of interfe¬ 
rence by a third agency or recourse to ad¬ 
judication to settle the issue will not be 
of any avail unless it is supplemented 
by the strong will of the parlies to re¬ 
concile, 

1 am remindcil of a case where a hus¬ 
band and wife thought tliat their marital 
relations were irreconcilably broken. 
They had been living separately for over 
a year or so. In order to have ah official 
recogition of this fact of their separa¬ 
tion, they prayed for divorce through a 
court. After patiently hearing the case 
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over a number of sittings, the learned 
judge pronounced that the prayer could 
not be granted and both had to live 
together in ‘perfect harmony*. The 
insistent couple who were emotionally 
torn apart, were dismayed by the ser¬ 
monising judicial verdict and quickly 
came to an out-of-court settlement to 
continue living their own w;ay undaun¬ 
ted by the court’s order, Whoever can 
make the horses drink unless they have 
the inherent desire for water! 

Jn another case, in a public sector 
undertaking the workers fought a 
costly litigation with the management 
for revision of scales providing for a 
20 per cent increase in emoluments. 
The labour court gave an award justi¬ 
fying the demand of workers. But the 
award was interpreted by the manage¬ 
ment in a strange manner, which, when 
implemented, did not result in uniform 
gains to all the workers. In fact, the 
pay of seniors in all cadres was redu¬ 
ced, let alone an increase of 20 per cent 
and had to be protected as ‘personal 
pay ’ to be absorbed against.future incre¬ 
ments. This was naturally resented by 
all the workers, followed by a major 
strike to which the management reacted 
with a lock-out, resulting in a produc¬ 
tion loss of about Rs 5 lakhs a day. 
Look at the gap between the levels of 
aspiration and achievement of the wor¬ 
kers and the strange end-results by 
which the organisation itself was para¬ 
lysed! 

All this again points to the futility of 
adjudication in proper settlement of 
disputes devoid of a sense of under¬ 
standing and spirit of goodwill to 
appreciate and uphold the legitimate 
interests of the other parly. Bereft of 
these essential ingredients, the cordial 
relations between labour and manage¬ 
ment arc bound to disappear yielding 
ground to acute bitterness and creating 
a gulf of distrust which it is difficult to 
bridge in the absence of genuine change 
of heart and outlook. 

Unpredictable Result 

Moreover, when an industrial dis¬ 
pute is referred for adjudication, the 
ball goes out of the courts of both 
labour and management. The result be¬ 
comes unpredictable keeping them on 
tenter-hooks. The ‘partners’ in an orga¬ 
nisation unfortunately turn out to be 
‘opponents’ in a self-defeating litigation 
trying to null the legs of each other. 
Instead of seeking an amicable solution 
through negotiations with dignity and 
honour, both the parties stand exnosed 
to a decision imposed from outside 
which cannot naturally be implemented 
smoothly and without reservations from 
both sides for the simple reason that 
it lacks their unqualified emotional 
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acquiescence as in the case of a negotia¬ 
ted settlement reached through straight¬ 
forward bargaining. 

Recourse to adjudication and depen¬ 
dence on a third party for settlement of 
industrial disputes will not, therefore, 

bring any or lasting results. “-it is 

far better for management and labour 
to settle their differences amongst 
themselves than for them to go as liti¬ 
gants and opponents before a labour tri¬ 
bunal or court.”* “Industrial demo¬ 
cracy requires that the parties to a dis¬ 
pute should resort to what the ILO 
calls a “more civilized concept” of in¬ 
dustrial relations, “characterised by 
a disposition to discuss rather than 
to dispute.” The roles of labour and 
management are complementary in this 
respect and it is essential that both 
parlies firmly believe in the merits of 
healthy straightforward bargaining 
with an open mind and endeavour 
to settle the issues in a spirit of give 
and take based on goodwill and fair 
play. 

The atmosphere before and through 
ihe negoiialions, and after con¬ 
cluding the agreement should be free 
from rancour and animosity so that, 
later on, “neither parly entertains any 
sense orhumiliation or feels the urge for 
retaliation and revenge.”®. This is 
possible only when mutual confidence 
in the sincerity of each other to arrive 
at a just and amicable settlement pre¬ 
vails throughout the negotiations and 
the final results of negotiations do not 
belie the essence of their just hopes and 
aspirations. This is the watchword of 
cordial relations, the urge for which, 
should naturally be sought in the cons¬ 
cience of both labour and managements. 

Social Objectives 

The concept of cordial labour-mana¬ 
gement relations has also to be viewed 
with reference to certain social objec¬ 
tives to be achieved based on ethical 
values in the absence of which the prob¬ 
lem of industrial peace remains only 
superficially solved without the sting 
of suspicion and discontent not perma¬ 
nently removed from the body-politic. 
The social responsibility of industry is 
one of the important slogans gaining 
ground these days. There is an urgent 
need “to bring about a synthesis of the 
corporate and social objectives of an 
undertaking to maintain a fair degree 
of imiustrial peace”, since the same is 
“being continually affected by the 
changes taking place in the socio¬ 
economic life in the country.”* Despite 
the fact that labour is an indispensable 
partner contributing equally to the 
success of an organisation, it is econo¬ 
mically weak and therefore needs to be 
tended with extra attention and libera¬ 
lism m order to keep up and improve 
its productivity. Also the call for ‘social¬ 


ism* makes it obligatory on the part of 
the industrial ‘haves* to share the 
fruits of industry with the worker 
‘have-nots’ with the specific 
moral objective of reducing the 
widening gap between the two by 
pushing up the latter to a level of rea¬ 
sonable standard of living. 

In this context, the organisation as a 
whole should he regarded as a Hindu 
undivided family where the employer 
happens to be the karta and the wor¬ 
kers, his coparceners, all dedicating 
their energies and activities to fortify 
the economic base of the organi¬ 
sation wherefrom they could draw the 
means of their living in an equal mea¬ 
sure. The workers' right in an organi¬ 
sation is akin to the coparcenery right 
in a joint family. An attitude of “each 
for all” should be the keynote of inter¬ 
relations, every one becoming deeply 
concerned with the well-being of the rest 
and personally committed to the pro¬ 
gress of the organislion. 

Special Responsibility 

As is the case with the kana 
of a joint family, the employer owes 
a special responsibility to his workers 
in managing the organisation pru¬ 
dently keeping in view the welfare of all 
the members. And when it comes to 
distributing the gains of the organisa¬ 
tion, the employers should cast aside 
their acquisitive tendencies and willing¬ 
ly come forward to share generously 
with workers the fruits of their joint la¬ 
bours in proof of realisation of their 
social responsibility. This implies that 
the employers have to ‘restrain’ their 
‘sectional interests’ and volunteer to 
go an extra mile than what has been 
prescribed by law. The criterion should 
be what the employer ‘can’ do rather 
than what he ‘should’ do strictly accord¬ 
ing to the letter of law, to pull the wor¬ 
kers out of the mire of poverty and des¬ 
pondency. 

Unfortunately, the thinking in some 
important circles of the govern¬ 
ment seems to be in the opposite direc¬ 
tion. Addressing a seminar on ‘Pric¬ 
ing and Investmenr, organised by the 
Institute of Public Enterprises in Janu¬ 
ary, 1970, Mr B. Sivaraman, union 
Cabinet Secretary reportedly pleaded 
for“a close look into the amenities given 
to labour in public sector undertakings 
and find out whether they .. did not 
go beyond .what was required under 
the law.”*^ He reportedly added: “There 
was no doubt that labour should have 
certain reasonable amenities, but it 
was not reasonable to demand more 
than what was required under the laws. 
Whatever may be the justification be¬ 
hind this view, it would, far from en¬ 
couraging, certainly dampen the enthu¬ 
siasm of the mivate ^tor to liberalise 
their approach towards labour welfare 


in consonance with the government’s 
policy of socialism. 

Laudable Attempt 

However, it is heartening to note ihat 
the private sector has decided to build 
an “acceptable image” by adapting 
itself to tlic changing political, 
economic and social conditions in the 
country. It has been reported that the 
leading companies in the Tata Group 
and the Bajaj Group and also sonic 
other companies had taken steps “to 
alter their articles of association so as 
to provide for acceptance of the concept 
of social responsibilities of business.”^* 
This is undoubtedly a laudable gesture 
on the part of employers and a happy 
augury to the quick accomplishment of 
the twin objectives of socialism and cor¬ 
dial labour-management relations. 

In conclusion, it may be said that the 
whole gamut of labour-management re¬ 
lations has to be viewed from the 
three angles of (1) mutuality of interest 
of the employers and workers in the pro¬ 
sperity of the organisation, (2) comple¬ 
mentarity of their roles, and finally, (3) 
the ultimate social objectives to be 
achieved. 
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Tin: scfihmi; nniiliscd by the Ministry 
of foreign Trade to increase the pro¬ 
duction of controlled varieties of doth 
is an indication of the sense of realism 
pervading the governincnl and the in¬ 
dustry. It shows that, when these two 
parties try to understand and appreci¬ 
ate the problem.s and arc determined 
to achieve results, a solution is not 
at all impossible. 

The scheme, as it has emerged 
finally, takes note of the government's 
requirements as well as the indiislry's 
difficulties. If the former needed to 
ensure greater production of controlled 
varieties ol doth both to cater for the 
needs of the poorer sections and to hoUl 
the price line, the latter wanted certain 
assurances as to the availability of raw 
material and reasonable price to be able 
to augment production without undue 
losses. Now. the industry as a whole 
has undertaken to ensure that 25 per 
cent of its total production tas reduced 
by sales for export and defence') will 
be in the form of controlled varicMies, 
which is a measure of the wholeheaiicd 
co-operation of the indiotry. This will 
be best iipprecialcd by a comparison 
of the industry’s output of controlled 
varieties of doth during the last 
(November, 1970—January, 1971 ) 
quarter which was only 1.3" per cent 
or just about 12 million metres, with 
what It would be under the mutually 
agreed schenic, namely 100 million 
metres, if not more. 1 he industry has 
also displayed its spirit of accommoda¬ 
tion by agreeing to wait for the report 
of the Bureau of Industrial Costs 
and production (expected towards the 
end ot the year) for a revision of prices 
of the controlled varieties of doth. 

Keen Sympathy 

It is noteworthy that the government 
too has been fully appreciative of the 
industry's plight and has evinced keen 
sympat hy, as ness its scheme \vhcreb\ 
the'estimated loss to the industry 
about Rs 5.25crorcs -dueto its binding 
itself to proilucc 25 per cent of cont¬ 
rolled varieiics of ch>lh will be 
allowed to be met mainis (to the 
c\tonT of R.S 4.5 crorc\) by the mills 
producing tine and superi'ine varieties 
(lo be raised in the form of a cess on 
imported cotton and partly (Rs 75 


Tata Steel, at the convocation of Xavier Labour 
Relations Institute, Jamshedpur, on February 
21, 1070-' Kcnoricd in The Statesman on 
February 2.3, 1970. 

7. Statesman, 24-1-1970. 

8. Statesman, 24-1-1970. 
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lakhs) out ol the compensation fund 
built from penalties paid by the default¬ 
ing inills. Appreciating that higher pro¬ 
duction is possible only if more cotton 
is made available, the government has 
stayed its hands in regard to raising 
the penal*} from six paisc to 25 paise 
per metre or the percentage of cont¬ 
rolled varieiics from 25 per cent to 
4t) per cent for non-fulfillrnent of the 
quota till July next, when there is 
to be a review of the position. By then, 
it is evident, the [government hopes lo 
ensure adequate supplies of cotton 
to the mills. This is, indeed, the crux 
of the problem. For, as things stand, 
the supply position ofcotlon'is difficult, 
if not precarious. 

Continuing; Anxiety 

Referring to the extremely difficult 
supply position of cotton, Mr C.M. 
Khatiiu, the retiring chairman of the 
Millowners' Association, Bombay, 
stated at the last annual general meet¬ 
ing of that body, held recently: “The 
outlook for the textile industry Jor 
1970-71 will be one of continuing an¬ 
xiety. Tliough .the government had 
made known its intention to import 
not less than 17 lakh bales to meet the 
shortfall in supply, and the import 
allocations for nearly 86.2 lakh bales 
liavc been made, arrivals have been 
very tardy. With the size of the indige¬ 
nous crop sullcring diminution, slocks 
with mills are getting more and more 
slender. Unless the stocks are reple¬ 
nished betimes by speedy tinie-houftd 
imports, sporadic closures arc likely 
to occur giving rise to law and order 
situation.” iJtdiics mine). 

In view' of what has been quoted 
above, it is woithwhile recording here 
the government’s import commitments 
and the acliud position. When the 
industry was eonfronted with scarcity 
ol' cotton supplies, on the one hand, 
and the leap-fri»gging of cotton prices, 
on the other, it will be recalled, it 
approached tlie government to allow 
block cloMire ol‘ mills for a fortnight 
immediately, !t» be followed oy a fur¬ 
ther period l iter on during the season, 
the govcrnmeni did not agree lo this 
request, but decided to meet the posi¬ 
tion b\ agreeing to an additional im¬ 
port of five lakh bales (over and above 
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the original impbrt target of 8.25 
lakh bales at first and to a further 3 J5 
lakh bales subsequently. The total im¬ 
ports agreed to by the government 
thus come to 17 lakh bales, but, as 
against this, the issue of import allo¬ 
cations was not more than for 8,62 
lakh bales, whereas arrivals have been 
lower still at 3.50 lakh bales! The 
government's inability to import the 
cotton in lime, on the one hand, and 
its frequent alterations of the basis of 
distribution, on the other, combined 
to cripple the industry's production, 
inasmuch as its programme could not 
be planned well ahead. The MOA 
chairman was, therefore, right when 
he told the government that “frequent 
changes in the basis of distribution 
cause disruption of production pro¬ 
gramme” and urged that “any change 
in the distribution pattern shall be 
instituted only in consultation with the 
industry”. 

Pnblic is Misled 

From ail the aceounls that appear in 
the daily press and the ioiid protests 
of some professional politicians,, the 
public has doubtless been misled into 
believing ilial the mills have not been 
playing the game, the implication being 
that they are deliberately curtailing 
production with a view to exploiting 
the situation to their benefit. How 
far removed from the truth such 
unwarranted allegations are is evident 
from the figures of yarn and cloth 
production by the mills in 1970 given 
b>’ Mr Klialau. Thus, production 
of yarn reached 969 million kgs, show¬ 
ing an increase of 18 million kgs over 
the 1969 total. Incidentally, this js the 
highest for the decade 1961-70 and 
higher tlvan the highest level attained 
in 1964 (965 million kgs). Similarly, 
cloth production also increased by 14 
million metres - from 4,168 million 
metres in 1960 to 4,182 million metres 
in 1970. (In 1961, however, the produc¬ 
tion was as high as 4,701 million 
metres). Mr Khatau noted that “the 
reason for increase in the production 
of cloth and yarn (in 1970 were that 
not only the number of spindles and 
looms installed in the industry increased 
but also the number of operative 
spindles and looms increased’'. 

The mill industry also helped aug¬ 
ment supplies of cloth by making avail¬ 
able more yarn to the decentralised 
>ector. As a result, cloth production 
by the latter increased from 3,538 
million metres in 1969 to 3,600 million 
metres in 1970. Accordingly, the 
country could hirve a total availability 
of cloth of 7,682 million metres - - 
a rise of 76 million metres over 1969. 

Similarly, the industry made its 
contribution to the country’s foreign 
exchange earnings by maintaining its. 
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•export pafftwmance against heavy odds. 
As a matter of fact, exports of mill- 
made goods increased slightly from 
Rs 105.22 crores in 1969 to Rs 111.62 
crores in 1970, while all cotton manu¬ 
factures, including those of handlooms 
and powerlooms, aggregated to 
Rs 123.49 crores in 1970, as against 
Rs 116.51 crores, in 1969. True, the 
percentage rise works out to only 5.8 
below the Planning Commission’s 
target of overall exports (annual 
growth rate of seven per cent), but the 
fact that the value or exports in 1970 
was the highest on record cannot but 
be highlighted. Quantum-wise, how¬ 
ever. It must be added, cotton piece- 
goods exports declined from 418.50 
million sq. metres in 1969 to 403.16 
million sq. metres in 1970, although, 
due to the change in the pattern of ex¬ 
ports from grey to processed goods, 
the value figure showed an in¬ 
crease, as stated earlier. But, as Mr 
Khatau underlined, “the most disturb¬ 
ing feature of our exports is the severe 
drop in the volume of exports to the 
UK which is the principal market for 
Indian piecegoods. From ,113.12 
million sq. metres in 1969. exports (to 
the UK dropped to 58.58 million sq. 
metres in 1970. The export to the EEC 


countries also declined from 40.1 mil¬ 
lion sq. metres to 27.05 million sq. 
metres.” 

After referring to this disturbing 
trend, Mr Khatau did well to stress 
the point that the root cause for this 
decline in exports requires to 
thoroughly probed, particularly so in 
view of the impending withdrawal of the 
concession of duty-free imports into the 
UK, not to speak of the likely entry of 
the UK into the ECM. But, more than 
even this probe, it is very vital that cost 
reduction is given the highest priority, 
which, in turn, means modernisation. 
To quote Mr Khatau, government must 
“be more and more outward looking in 
regard to technological developments 
with a view to enabling the textile in¬ 
dustry to search for, locate and to im¬ 
port the new technology for achieving 
the twin objectives of import substitu¬ 
tion as well as modernisation”. 

The ills of our cotton mill industry 
are none too unfamiliar or irremedi¬ 
able, but, for some inscrutable reasons, 
the industry has been allowed to be 
continually plagued. There now seems 
to be welcome change in the govern¬ 
ment's policy; this should angur • well 
for the industry. 


Salvaging Coir Industry 

‘span" 


The coir industry is undoubtedly on 
its last legs, notwithstanding what the 
Coir Board may say about it. The 
statistics cited by the Board deceive no 
one. Of course, the Board may say 
that they have been able to maintain 
the export level for the last few years. 
True, but the very fact that exports 
have been more or less static and there 
has been no appreciable improvement 
as years go by, is proof positive that the 
coir industry has ceased to be forward- 
looking. 

Of course, the question of resusci¬ 
tating the industry has engaged the 
attention of the government and vari¬ 
ous measures have been suggested to 
stem the tide of its recession. But it is 
regrettable that no worthwhile remedy 
has been tried to bolster up this slump¬ 
ing industry. 

The main cause that has led to the 
conf^usion and unrest in this industry has 
been the process of disintegration that 
has set in the organised sector of the 
industry. Once it was thought that the 
so-called ‘decentralisation’ of the in¬ 
dustry was the panacea for all the evils 
that were pla^ng it. But unfortu¬ 
nately events have proved otherwise. 
The brutal fact that stares us in the 


face is: How best should we solve the 
nettling problems of two-tier costs, two- 
tier wages and two-tier prices that have 
been plaguing this industry, reducing 
the organised sector spectre-thin, 
emaciating the cottage sector and 
thereby weakening the bargaining 
strengtii of labour? 

It is long since the organised sector 
started its down hill journey. Now it 
has almost reached the point of no re¬ 
turn. But, still, if there is any stabilis¬ 
ing influence in the whole spectrum, 
it has been that of the ‘presence’ of the 
organised sector as the ‘balancing fac¬ 
tor’ in the overall economy of the coir 
industry. The presence of the organised 
sector has been a sobering influence in 
disciplining the various factors such as 
costs, wages, prices, etc. 

Trade unionism in Kerala had its 
nursery-bed in the coir industry. But 
today what passes for “trade unionism” 
is concerned neither with trade nor 
union in this industry, what with one 
union pulling the leg of another, the 
cottage and the organised sectors pulling 
in different directions and the in¬ 
dustry and the government talking at 
cross-purposes. This unenviable state 
of affairs cannot be wished away nor 
can it be reversed by the parties per¬ 


sisting in their ideological approach to 
the problems without due regard to 
pragmatism. The problems of this 
industry will have to be viewed purely 
from the economic plane. 

What is needed today is the removal 
of the unhealthy comj^tition between 
the organised sector and the so-called 
cottage sector, which would call for 
the removal of the two-tier sy.stem 
of costs and prices. 

daring Disparities 

The organised sector alone has to 
pay agreed wages and other fringe bene¬ 
fits, such as leave with wages, em¬ 
ployees’ state insurance, provident 
fund, gratuity, holiday wages, lay-off 
compensation, etc., while the bulk of 
the manufacturing units in the cottage 
sector has steered clear of these obli¬ 
gations with impunity. This,’ in turn, 
has reflected itself in the glaring dis¬ 
parity between the production costs of 
these sectors and, as. a natural corol¬ 
lary, the disruption of the organised 
sector has set in. The failure on the 
part of the government to arrest this 
phenomenon has been the cause of the 
frustration that has gripped the econo¬ 
my of the coir industry. It should be 
the concern of any progressive and 
pragmalic-mindcd government to take 
timely preventive and ameliorative 
measures. 

If the organised industry is to be 
lifted out of the doldrums, the im¬ 
portance of imparting to it a built-in 
strength cannot be too strongly em¬ 
phasised. In this light, a scheme is 
before the government, forwarded by 
the State Advisory Board, which is 
worthy of earnest consideration. The 
chief value of this scheme Ues in the 
fact that it aims at insulating the orga¬ 
nised sector against further fragmen¬ 
tation and disintegration. 

The scheme calls for a cash assistance 
of 33 per cent of the total wage bills 
of the units in the organised sector 
with a view to neutralising the compe¬ 
titive edge presently enjoyed by the 
so-called cottage sector. The cottage sec- 
sector has been denying to the workers 
the agreed wages and other fringe 
benefits, legitimately due to them. In¬ 
deed this, in short, lias been the bane 
of the coir industry, the central reason 
for accelerating the process of disinteg¬ 
ration of the organised sector. Of 
course, politicians who have engineered 
this ‘disintegration’ may couch it 
more euphemistically as ‘dcrccntralisa- 
tion\ as a cloak to camouflage their 
selfish motives. 

The Coir Advisory Board has in¬ 
vited comments from various interests 
in the industry on hi.s recommenda¬ 
tion of cash subsidy. The sub-commi- 
ttec constituted to study it, has fully 
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endorsed the scheme, and was dis¬ 
cussed at length at the Advisory BoSrd^s 
meeting held at Trivandrum on Janu¬ 
ary 7, 1971, under the chairmapship 
of Mr Balaram, Minister for Indust¬ 
ries. 

The representatives of merchant- 
exporters, who have been hand-in-glove 
with the cottage sector in undermining 
the security of the economy of this 
industry, were equally vociferous in 
criticising the recommendations of the 
sub-committee. The President of the 
Cottage Industries and Shippers* Union, 
Mr Sherluilay, and a few others ques¬ 
tioned the soundness of these recom¬ 
mendations, more or less drawing 
heavily on the stock arguments. Their 
main argument was that the cottage 
level format was best suited to this 
industry,, and compared the conditions 
of this industry to those of the Japanese 
set-up in general. This was patently 
absurd. The ‘cottage sector’ was a 
pre-war phenomenon in Japan, which 
has no relevance to her post-war fa¬ 
cets. Probably, a comparison can be 
drawn between the ‘cottage level’ set¬ 
up of pre-war Japan and present-day 
conditions of the coir industry as appli¬ 
cable to the cottage level units. 

Blowing Hot and Cold 

The most surprising part of the argu¬ 
ment of the votaries of the cottage- 
industry lies in their blowing hot and 
cold at the same time. In one breath 
they say that all is well with the cottage 
level set-up so far as coir industry is 
concerned. In the next breath they 
say that the cottage sector should be 
strengthened to play its proper role. 
How can they reconcile the one with the 
other? 

Of couFsSe, they say that it is of para¬ 
mount importance that the cost of 
production should be kept ‘low’. True, 
no one disputes it. But the low cost 
of production should not be at the cost 
of labour. What is crucial is the main¬ 
tenance of ‘productivity’ at the proper 
key. Of course, they say that labour 
should be given reasonable wages and 
all bencuis. Experience has shown that 
it is never possible to ensure this in any 
cottage level. 

When the organised sector alone is 
compelled to give the standardised wages 
and ail fringe benefits to labour, while 
others are not, naturally those who foot 
the additional bills would be at a dis¬ 
advantage and a would be a progressive- 
minded government that would recom¬ 
pense Jor the loss suffered hy the 
former with a view to maintaining the 
balance of economy of this industry. 

Tbiir argument that lo compete in 


any market, the most proper method reduce the labour cost whidi is asto- 

is to stabilise the industry in the small- nishingly high in the advanced countries, 

scale or in the cottage level cannot hold We find the east European and western 

water. This is an Astonishing stand any- countries placing huge orders for ready* 

one can take on the science of socio- made garments and for shoes, etc., 

economics. We live in an epoch when with us. Why? Not that they are^ 

events move faster than the thoughts of novices in the art of garment or shoe- 

man It is preposterous to say that making, but they want to canalise their 

against the grinding wheels of sophisti- resources into more efficient uses and 

cation and modernisation, the fragile leave these primitive requirements to 

and anachronistic blossom of cottage an undeveloped or developing econo¬ 
sector could hold its own. my. 

I wonder how any one could justfy Of course, it is true that the coir 
the statement that coir industry is products are facing com^tition from 

essentially a cottage industry. Memory synthetic and other identical products 

cannot be so short as to forget the huge from advanced countries. But we 

factories that once outlined the com- should remember that they are 

mercial canals of the little town of not that cheap. Even with a 25 per 

Alleppcy providing gainful employ- cent increase in the present rates, 

ment to thousands, lliere is no gain- cheapness will still be the main selling 

saying the fact that this industry was at point of coir products in the overseas 

its best when the organised sector was markets, 

at its best, with all its concomitants: 

better bargaining strength to labour, Besides the recommendations made 
a more purposeful application of re- in the joint scheme mentioned above, 

sources, greater export earnings and other radical measures in other sec- 

orderly progress. tors will have to be contemplated to 

give the industry a shot-in-the-arm. 

In this contex, it is worth mentioning Measures such as control of husk price 

that Indian lal^ur ranks among the will doubtless help keeping down the 

world’s low-paid, that being the overall cost of production at a corn- 

reason why we get frequent qu'.ries fortablc level. What is of paramount 

from abroad for counter samples of importance today is to place the month 

several items. Not that they lack the factoring sector back on its rails. Once 

technical know-how but they want to this is done, other things will follow. 

GIIC—The Investment Catalyst 

S.J, COELHO 

Today, in Gujarat, the entire region of conscious and dedicated efforts by 

between Kutch and Umbergam is the state government and entrepreneurs 

alive with industrial activity. This is who together have woven the industrial 

the great adventure by the people of fabric of Gujarat as complex as the 

Gujarat — well-known for their entre- patola of Patan, as variegated as the 

preneurial ability-— assisted in the pro- bandliani of Jetpur, and as colourful as 

cess by a strong and efficient administ- its people. Barring the steel industry, 

ration and a government committed Gujarat has forged its way into almost 

to rapid industrialisation. every sector of industrial activity and 

today ranks third in the country in its 

After the formation of the Stale of record of industrial output. 

Gujarat in 1960. a number of steps were 
initiated to overcome the inadequacies 

of bothphvsica! and financial resources Conscious of the need to provide a 
and the imbalances in structure. Over direct impetus to the development of 

the years, the foundations have been basic heavy industries, the state govern- 

laid ior a broad-based industrial struc- ment is actively participating in certain 

tiire with the development of a comp- sectors of industrial activity. The 

lete corporate mechanism to service mecessity was felt of government assis- 

industry in all respects. tance though active and careful partici¬ 

pation in share capital of those 

Industry in Gujarat not long ago was industries and projects which were 

confined mainly to the manufacture capital-intensive and vital to the 

of such traditional consumer items growth of industrial activity in the state, 

as textiles, chemicals and pharma- if not capable of yielding very high rc- 

ceuticals, based on the locally available iuvm initially, 

raw materials. Heavy industries came 

on the scene practically in the post- The institutions that were created 
independence era. The rapid upsurge by the state government to translate ita 

in the last ten years has been the result thoughts into efiective action were the 
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State Financial Corporation, the Small 
Industries Corporation, the Export 
Corporation, the Industrial Develop¬ 
ment Corporation, the Textile Cor¬ 
poration, the Agro-Industries Corpo¬ 
ration and the Industrial Investment 
Corporation. 

The Gujarat Industrial Investment 
Corporation came into being on 
August 12, 1968, against the back¬ 
drop of state participation in the in¬ 
dustrial sphere. Within a little over 
two years of its actual operations, the 
corporation has played a pivotal role 
in promoting industrial activity in the 
state, by assisting the large, medium 
and small-scale sectors in the creation 
of new entrepreneurs, expansion of 
existing units, renovation and moder¬ 
nisation of economically weak units 
by providing long-term finance, un¬ 
derwriting/subscription of public issues, 
guaranteeing advances from oth^r in¬ 
vestment sources, and participation 
with financial institutions like the 
ICICI, the IFC and the IDBT at na- 
tional level, and the GSFC and na¬ 
tionalised banks providing the balanc- 
cing investment. The OlIC has thus 
played a major catalytic role in de¬ 
veloping industry by drawing other 
financing institutions into its promo¬ 
tional activities. 

The Genera] Scheme 

The corporation now operates its 
General Scheme, Technicians’ Scheme 
and Rural Workshops Scheme through 
its own funds and in participation with 
other financing institutions. 

Under the General Scheme, the GlIC 
provides financial assistance to in¬ 
dustries in general by way of term loans 
and subscription to public issues upto 
75 per cent of the fixed assets created. 
The repayment is spread over 16 half- 
yearly instalments with an interest of 
9J per cent after a moratorium period 
of two years. 

With its experience of having assis¬ 
ted 306 projects with a financial com¬ 
mitment of Rs 11.52 crores, the cor¬ 
poration feels encouraged to adopt 
the following pattern of assistance: 

(i) Term loans as part of the overall 
financial requirement. 

(ii) Underwriting a part of the pub¬ 
lic issues. 

(iii) Subscribing a part of the equity 
and preference share capital. 

(iv) Participation with other recog¬ 
nised financial institutions for 
providing the full requirement of 
financial assistance. 

(v) Assistance in the form of ^a- 
rantees required by recognised 
financial institutions, govern¬ 
ment agencies, departments and 
corporate bodies. 

With the introduction of GUC's Tech¬ 


nicians’ Scheme, a silent revolution has 
taken pls^ce in the entrepreneurial field. 
It has, in fact, heraldecl the dawn of a 
new era with its unique scope and con¬ 
tent. The corporation has literally 
broken new ground in opening the 
doors to those technicians who till 
now were unknown to the banking sec¬ 
tor, while their own financial capacity 
would never permit them lo start their 
own projects. 

The corporation has not insisted on 
any contribution from the technicians 
towards the creation of fixed assets 
for providing working capital margin 
for putting up projects. No third 
party guarantee is also insisted upon. 

For financing the otherwise viable 
projects of technicians, the corpora¬ 
tion has negotiated with commercial 
banks for their active participation in 
the scheme. The Bank of Baroda has 
already started participating in the 
scheme by sponsoring technicians on 
a 50:50 basis on capital investment and 
full working capital arrangements: 
negotiations with other banks arc also 
nearing finalisation. Several banks like 
the State Bank of India, the Bank of 
Baroda, the State Bank of Saurashtra, 
the Union Bank, the Bank of India and 
the Industrial Co-operative Bank are 
providing working capital to techni¬ 
cians against guarantee by GIIC on 
the margin of working capital. An 
integrated credit complex in which 
the Gujarat State Financial Corpora¬ 
tion, the Gujarat Industrial Investment 
Corporation and the Gujarat Industrial 
Co-operative Bank will jointly partici¬ 
pate is now nearing finalisation. 

Low Interest 

The rate of iiUerest on loans under 
the Tchnicians, Scheme of the cor¬ 
poration is as low as 5 per cent during 
the first two years and 9-1/2 per cent 
thereafter. The repayment is spread 
over 16 half-yearly instalments after 
a moraiorium of two years. 

The corporation has already assis¬ 
ted 594 projects under the Techneians’ 
Scheme, amounting to a total financial 
commitment of Rs 4.31 crores. To 
avail of the assistance, a technician 
has to bringonly a viable project. 

In order to see that the rural areas 
get servicing facilities, the OllC has 
started the Rural Workshops Scheme. 
The rural workshops thus established- - 
about 150 in number — throughout the 
state would provide facilities for re¬ 
pairs and maintenance of tractors, oil 
engines and pumps, drilling equipment 
and automobile engines. This is a 
novel experiment and it is anticipated 
that, with the establishment of rural 
workshops, a climate for industrial 
activity would be generated in the rural 
areas. It would not be surprising if 


these rural workshops form a potent 
nucleus of a strong industrial base in 
the rural sector of the economy in the 
next few years. 

Under this scheme, an entrepre¬ 
neur is provided with all fixed assets 
and the rale of interest and other condi¬ 
tions are on par with the popular Tech¬ 
nicians’Scheme of the coloration. A 
total of 149 such rural workshops have 
been so far sanctioned involving a total 
financial assistance of about Rs 35 
lakhs. 

The face of Giyarat has perceptibly 
changed, bringing gainful employ¬ 
ment to its people and raising their 
standard of living. From out of an 
essentially mercantile community of 
capable businessmen who have made 
their mark in trade and commerce a 
new rank of entrepreneurs is emerging. 
One cannot miss the now familiar sights 
of Vapi, Makarpura, Nandesari, Kalol 
Oondal and numerous other areas— 
hitherto unknown and unmarked in 
the industrial map of Gujarat-—now 
vying for a pride of place with the es¬ 
tablishment of chemical, engineering, 
electronic and other industrial units. 

Financial Collaboration 

In yet another dimension of its 
investment activity, the GIIC has en¬ 
tered the project field directly by 
launching on industrial projects either 
by itself or in financial collaboration 
with other business houses. The 
concept of the joint sector in in¬ 
dustrial promotion has now come to 
stay. The GIIC has already secured 
letters of intent for the projects of fuel 
injection equipment, fuel injection 
test benches and automobile tyres and 
lubes. 

The QllC's humble contribution in 
this great adventure of entrepreneur- 
ship in Gujarat cun best be assessed by 
the results. A sense of satisfaction, 
however, emerges and cannot be rest¬ 
rained while numerous units are seen 
growing and prospering, sometimes 
beyond all expectations. The corpora¬ 
tion has now become a partner in the 
great progress achieved in the state. In 
providing financial assistance of about 
Rs 16 crores, the OlIC has helped 
generate a capital investment of around 
Rs 75 crores. It has enabled the pros¬ 
pective entrepreneurs to identify ncw‘ 
projects with the help of the excellent 
expertise under its command and has 
started training the new entrepreneurs 
in batches of 50 per session of 90 days 
under its Entrepreneurship Develop¬ 
ment Programme. 

The accent, today, is on need-based 
finance iind the GIIC ha« fruitfully 
endeavoured to place its invcstible 
funds in the hands of those who will 
build the .state into a gigantic indust¬ 
rial complex. 
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VARIOUS WAYS TRIED OUT 

The history of technological co-opc- 
ralion has disappointed the advocates 
of European integration. In no field 
arc the advantages of scale, which the 
larger market that Europe can offer, 
more obvious than in the technologi¬ 
cally-advanced industries, with their 
huge development costs — but nowhere 
have national rivalries and difTerenccs 
of interest blocked progress more. 

Various formulae have been tried, 
ranging from limited link-ups between 
two companies engaged in a joint pro¬ 
ject to setting up a permanent organi¬ 
sation such as Euratom, with what 
seemed at the time sweeping powers to 
shape the future of Europe’s industries. 
None of the formulae have fully achiev¬ 
ed what they hoped to attain; sonic 
have even ended in failure. ' 

Wc look first at the various attempts 
made by companies and governments 
towards a more integrated structure in 
Europe’s technological industries, at 
the problems which these efforts have 
faced and at the results achieved. Wc 
look at the aircraft, space and nuclear 
power industries and examine their pro¬ 
gress. Not only do these industries face 
slightly different technical problems, 
they have also used different organisa¬ 
tional structures for their cfvopcration. 
The aircraft industry has relied on ad 
hoc agreements on specific projects, 
with no attempt to move on to closer, 
more permanent relations. In space, 
a multilateral inter-governmental agen¬ 
cy has been set up, under close control 
from national governments. In nuc- 
clear power, in theory at least, there has 
been a pooling of efforts in a common 
programme run by a strong executive. 
Wc also examine the prospects for the 
future, and in particular the EEC 
Commission’s plans for a new Common 
Market policy on technology, and at 
the I.^-nation COST group, which is 
working on seven main areas of co¬ 
operation, including the key computer 
industry. 

Aircraft Industry 

The aircraft industry saw the first 
steps towards co-operation between 
western European companies, and it is 
still the industry which has the most 


impressive list of hardware to show for 
all the efforts made in technology. 
Starting with the Transall and the 
Breguet Atlantique in the late l9S0s, a 
range of aircraft, both civil and mili¬ 
tary, have been constructed in a scries 
of joint ventures. The outstandng 
example is the Anglo-French Con¬ 
corde. 

But the European aircraft industry 
has also built, or is building, a jet 
trainer (Jaguar), an advanced fighter 
bomber (the Multi-Role Combat Air¬ 
craft — MRCA), two short-range air¬ 
liners for feeder services (the Fokker 
Friendship and Fellowship), and a large 
short-haul airliner (the A-300B Air¬ 
bus). Except for a possible French 
scheme for a variable geometry air¬ 
craft, which would compete with the 
MRCA, there is no major project under 
way in Europe which docs not involve 
the participation of more than one 
country. 

Serious Drawbacks 

The structure of Europe’s aircraft in¬ 
dustry has been little affected by this 
co-operation between the UK and 
France, which really flowered after the 
cancellation of the TSR-2, Britiain’s 
last effort to go it alone in producing a 
major military plane. But in the late 
1960s, the UK restructured its air 
engine industry, and France its air¬ 
frame makers: neither looked across 
the Channel u> sec what effect these 
moves would have on its partners If 
the current joint projects were ended 
tomorrow, the European aircraft in¬ 
dustry would fin4 itself with its na¬ 
tionally-based structure virtually un¬ 
changed after 13 years of working to¬ 
gether. This is because of the form 
which co-operation has taken — 
purely ad hoc link-ups, created for a 
project and dissolved as soon as it is 
completed. The formula has enabled 
work to be done without raising fears 
that natiomii control over the aircraft 
industry was being transferred to some 
distant European body. 

But this state of affairs i.s expensive 
and stupid: programmes have often 
been undertaken without either side 
clearly spelling out what its needs were, 
only to find half-way through the pro¬ 
ject that two different o*>nceptions 
clashed. One example is the abortive 
plan for a Franco-British swing-wing or 
variable-geometry aircraft, first mcn- 
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tinoed in joint talks in May, 1965. 
Although both countries declar^ 
themselves in principle in favour of the 
aircraft, it was not until January 1967 
that work began on the prototype. 
The interval was spent increasii^ the 
aircraft’s capability and cost, as it was 
modified to meet first British and then 
French demands. The French were 
looking for an interceptor with rapid 
climb: the British wanted a replacement 
for the TSR-2 which they had been 
forced to cancel. At the same time both 
countries hoped that they would be able 
to persuade the other air forces of 
western Europe to buy the aircraft as a 
replacement for the ageing Lockheed 
F-104 fighter. The various modifica¬ 
tions made to try to reconcile all these 
interests boosted costs from an esti¬ 
mated $560 million in 1966 to $840 
million in 1967. Before the project had 
got off Ihe drawing board, Dassault, 
a French firm not involved in the pro¬ 
ject, had its own variable-geometry 
aircraft in the air! 

Delays and Indecision 

Too much should not be made of 
extent to which costs spiral when pro¬ 
jects are carried out by consortia from 
two or more countries; this happened 
in the USA to the F-ll 1, where attempts 
to meet both air force and navy re¬ 
quirements led costs to spiral wildly. 
But the need to negotiate to form a 
new consortium, before any new pro¬ 
ject can begin, clearly affects the time 
which a project takes from first design 
to production. 

This is of even greater importance in 
civil than military aircraft. According 
to evidence presented to the Elstub 
committee on the British aircraft in¬ 
dustry, a reputation for lateness is the 
industry’s biggest sales handicap, and 
yet the plans for a European airbus, 
which the UK recently said that it will 
not support financially, is little further 
advanced than when first proposed in 
1965. Since then the project has been 
scaled up (to meet West German de¬ 
mands for a 300-seater), scaled down 
(to meet BEA wishes), has been proposed 
with four engines and with two, 
given engines by Rolls Royce and 
Pratt and Whitney, and seen one of its 
main prospective customers (BEA) 
make it clear that it wanted nothing 
better than to see the whole project 
dropped! During this time only the 
name remained unchanged! 

The project is now likely to go ahead 
with French and West German govern¬ 
ment backing and small-scale private 
participation from Hawker Siddeley 
but a large share of the estimated mar¬ 
ket of 800 planes by the 1980’s now 
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seems certain to be swept up by the 
airbus US competitors. 

IT 

MULTI.ROLE COMBAT AIRCRAFT 

In contrast, there are, however, two 
projects of the aircraft industry which, 
at least in terms of co-operation in the 
design and production of aircraft look 
likely to be successes; Concorde and 
the Multi-Role Combat Aircraft 
(MRCA). 

For what is the most advanced pro¬ 
ject in western Europe, the structure 
used to set up the Concorde project is 
surprisingly simple. The plane is 
being developed under a joint contract 
from the French and British govern¬ 
ments, with Sud Aviation, the French 
state-owned airframe firm, responsible 
for 60 per cent of the work on the air¬ 
frame, and BAC for 40 per cent. The 
engines arc being developed by Rolls 
Royce, which took over the project 
when it bought up Bristol Siddeley, 
and SNECMA of France. On the en¬ 
gines, the British company has design 
leadership with 60 per cent of the work. 

Flaws in Agreement 

The contract to build Concorde was 
hurriedly signed in 1962, at the time of 
Britain’s first application to join the 
EEC. Flaws soon appeared in the agree¬ 
ment over commercial control. The 
most obvious is that the contract con¬ 
tains no provisions for scrapping the 
project if one of the parties so wishes: 
when the Labour government took 
office in 1964, it could not cancel the 
project without paying huge compen¬ 
sation, although development costs had 
risen far above the original estimates of 
$400 million. Finance is another prob¬ 
lem. Each country was supposed to 
pay half the cost, but signs that 
the UK has, in fact, paid more than 
half have led to criticism by the House 
of Commons Public Accounts Commi¬ 
ttee. 

Despite these criticisms, Concorde 
seems certain to be a technical success 
If it is allowed to be built. Although the 
difficulties of joint production have 
pushed up costs by about 10 per cent, 
the experience has led on to more ad¬ 
vanced forms of co-operations as, for 
example, in the Jaguar project. A joint 
Anglo-French management committee 
runs the Jaguar project, which will cost 
an estimated $250 million to develop. 
Joint development companies have 
been set up for the airframe fBreguet 
and BAC) and the engine (Rolls Royce 
and Turbo Mec{a). 

Even more advanced is the structure 
used for the MRCA project, the succes¬ 
sor to thfi Anglo-French variable geo¬ 


metry machine. BAC, Mcsserschmitt- 
Boikow and Fiat have set up Pana\ia 
— a joint company. The significance 
of Panavia is that for the first lime a 
company established to run a project 
looks like taking on a life of its own 
which may outlive the project and move 
on to others. 

Ill 

SPACE SATELLITE PROJECTS 

In December, the UK government 
confirmed that it would take part nei¬ 
ther in a European participation in the 
US Space Administration’s post- 
Apollo prograjnme nor in plans to de¬ 
velop a European launcher to put satel¬ 
lites in orbit. This decision was the 
end of a process of disengagement from 
the European attempts at a common 
space effort, begun at British insistence 
in 1961. 

The European Launcher Develop¬ 
ment Organisation |ELDO) was. con¬ 
ceived by the UK in 1961 as a way of 
using the Blue Streak rocket originally 
intended as a ballistic missile. The six 
EEC countries and Australia joined in 
and a secretariat was set up. All im¬ 
portant decisions, such as the placing 
of contracts, required unanimity. Other 
decisions needed the backing of count¬ 
ries whose contributions to the budget 
added up to at least 85 per cent of the 
total. The UK paid the largest .share 
of the budget, and in return was given 
the contract for the first and biggest 
stage of the three-stage launcher. The 
second stage was to be designed by the 
French and the third by the West Ger¬ 
mans. 

The first problems emerged in 1965 
when the French called for the pro¬ 
gramme to be scrapped and replaced 
by a larger, more ambitious, project. 
Notlung was done about this, but in 
1966 the UK government again ques¬ 
tioned the system because of ever- 
increasing costs. The crisis was solved 
by re-apportiotning the bill, but one basic 
problem remained : although Europe 
was busy working on a space launcher, 
nobody was sure what exactly it was 
intended to launch! 

This mildly important doubt reflected 
the fragmentation of the space effort, 
for runing parallel toELDOwas ESRO, 
the European Space Research Organi¬ 
sation. The ESRO was concerned with 
more strictly scientific matters than 
ELDO, and its constitution reflected 
less concern on the part of its members 
that they should get a fair return on 
the money invested. Contracts are 
given to the lowest bidder, rather than 
on the proportionate size of each 
partner’s contribution to financing the 
scheme and many decisions can be 


taken by simple majority. But although 
ESRO is ill many ways a moi*e fruitful 
model than ELDO, its results luivc 
been meagre, partly because of lacked 
co-ordination with the launcher pro¬ 
gramme. 

The limited rcsullj* of ELDO ha\c 
led France to go ofi' lo work on space 
research on its own. The French also 
tried--with little success- • towwkwith 
the West Germans on the dcvelopmoit 
ofa communications .snicHile. 

It is in communications .satellites 
that the hopes ofa commercial return 
on investment in space lie. The ESRO 
is now committed to pal communica¬ 
tions satellites into orbit, but the Bri¬ 
tish favour using American launchers, 
while the French and West Germans 
fear tlut the USA will try lo attach 
strings to any sales of launching equip¬ 
ment. This conflict, which came to a 
head at the December, 1970, meeting 
of ESRO, must hamper progress grave¬ 
ly, even though agreement has now been 
reached to merge ESRO and ELDO, 
giving Europe for the first time a single 
agency responsible for space. 

European Space Programme 

So far, despite frequent divseussion 
of the advantages lo be gained from a 
European space programme capable 
of launching communication satellites, 
no European space industry of any 
significance Jxas emerged. But the means 
used to run such programmes as have 
been carried out seem to have been 
chosen to guarantee the minimum of 
return! 

The use of an intergovernmental 
agency, such as ELDO, was bound to 
make meeting pressures from national 
governments the main object of the 
exercise. The concept of “fair return", 
which means giving the contract for the 
work to the country which is paying 
for it, is a sure formula for making 
certain lliat efficiency plays little part in 
deciding how the contract is carried out. 
The lack of any clear goals has meant 
that there has been an excessive con¬ 
centration on vague talk of “spin-olT“ 
without any real examination of how 
this is to take place. And the split bet¬ 
ween ELDO and ESRO has meant that 
one was designing launchers, withoia 
kFtowing w'hat they were meant to 
launch into space^ while the other was 
planning experiments, which were 
found 10 need American launchers if they 
were to get off the^groundl (As Puck 
says in Shakespeare's Midsummer 
Might's Dream: “Lord! What fools 
these mortals be!’"). 

The big lesson which space research 
should teach those concerned with plan¬ 
ning co-operation between Euro]:ean in- 
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dusti'ies is ihat the aim ofew openuioti 
should not be to aid the national in¬ 
dustries of one’s own country but to 
work jointly towards a goal com¬ 
mon to al! the participating “^coun¬ 
tries. 

In the present situation it is m>t sur¬ 
prising that France should have decided 
on its own separate national programme 
as a way of boosting French influence 
in FSRO- In terms of aiding their in¬ 
dustry, the French got away with it. 
France has received contracts from 
ESRO worth twice its contribution, 
largely because of the skill which its 
own national programme has given 
French industn. Such nationalist 
action, however, makes no industrial 
sense. In Uve space industry, only the 
French have tried to run a significant 
national programme alongside the joint 

Monetary 

E- B- E 
VIFNNA: 

Till LArnu hair of April ^aw an inten¬ 
sification in Europe of cfl'orLs to cont¬ 
rol the menace of excessive inflow of' 
dollars from the United States. At the 
same lime, another long-standing fina i- 
cial hostility revived in French efforts lo 
gain supp,)rt for insiNtence that British 
sterling balances should be progressive¬ 
ly decreased so as to diminish its role as 
an international reserve currency. Al¬ 
most simultaneously theOermai* mark 
began to emerge as a third world reserve 
currency, supplementing the dollar 
and the pound. 

These movements in cunency diplo¬ 
macy, centred in Basle where the cent¬ 
ral banks of major industrial count¬ 
ries met, in Brussels where Common 
Market monetary officials conferred,and 
at a/nccting of American and Tiiro- 
pean bankers in Florida, ciuplvisizc in¬ 
ternational alarmover the dollar's threat 
to ciirrcnev values and the resurgent 
trial of strength between the pound, the 
mark and the i-rcncli franc. One out¬ 
come '1 these tensions appears likely 
to a revival in the importance ami 
the iiUernatiomil financial role of gold. 

Outflow of Dollar.s 

European bankers hase spoken \er\ 
fiankly in the USA about iheir concern 
over the outflow of dollars from the 
USA, tliecontinuing US balance oi'pay- 
nienls deficit and the continuing in 
fiation in tlie USA which, meanwhile. 
President Nixon has declared lo Inue 
pa.sscd its peak The Governor of the 
Bank of I'ngland told tiv? Bankers* 
dub in dvieago of the danger that the 


programme. In atomic energy, once 
the great hope of advocates of c(vopc- 
ration, each country has insisted on 
giving priority to its own national pro¬ 
gramme - - with disastrous results. 

Sources! and acknowledgements: This 
is the first of two articles summarising 
an exclusive report in the current issue 
of Kiiropciin Trends, published quar¬ 
terly, to subscribers only, by the Econo¬ 
mist Intelligence Unit (27 St. James's 
Place, London SW.O, but the EIIJ 
IS responsible neither for the emphasis 
of my summary nor for my comments, 
based on a variety of sources. The 
second and concluding article on the 
dilemma of* European technological 
co-opcraiion will appear in these columns 
next week and will mainly deal with, 
Europe's biggest failure in co-operation: 
Eiiratoin. 

Concerns 

ROOK 

dollar outflow to Europe might go loo 
last and too far, though he acknow¬ 
ledged that the lecenl instiluiion of US 
trca.sury certilicates for Eurodollars 
vyas a clear sign that the US Administra¬ 
tion was concerned also about the 
country's balance of payments. In 
Florida, M. Raymond Barre, Vice- 
Chairman of the Common Market’s 
Executive Commission, expressed less 
assurance and spoke of the probability 
that persistent and large payments defi¬ 
cits might lead loan inconvertibility of 
the US dollar against gold, followed by a 
general reconsideration of all parities. 

Constructive View 

A moie constructive view was mean¬ 
while being expressed in Stuttgart by 
the Managing Director of the Interna¬ 
tional Monetary Fund, Mr Schweit/cr, 
who suggested that governments could 
help control large international niovc- 
mcnls of capital, such as the US dollar 
inflow', by making more use of their lax 
policies to influence domestic economic 
trends and by making greater effort 
lowaid an international reconciliation 
of monetary policies. Fiscal rather 
than monciarv stimulation would be 
the most cflectn c method for countries, 
>uch as the USA, with a weak payments 
position to adopt. The most urgent 
problem in the USA, said Mr Schweit¬ 
zer, 'vas to restore its cost and price 
stability. On this adjiisinieiit fumhimen- 
tally depended not only the US balance 
of payments but the sound functioning 
of the international monetary system. 

* 

These expressions of concern were 
made at a time when both European 
bankers and the US Treasury were try¬ 


ing lo increase their influence over the 
volatile Eurodollars that have been be¬ 
hind the last two months’ disorder on 
the currency exchanges. The German 
Federal Bank has bought about two 
billion dollars in forward contracts to 
put it in a position to push rates up 
w'ithin the next two months; the Euro¬ 
dollar rate has already moved up one 
percentage point under pressure from 
Washington designed to meVp up some 
of the three billion dollars in overseas 
funds. The raising of the US dome.stic 
bank interest rale by one-quarter per 
cent to 5] per cent may also help to 
attract some dollars back home and 
the increased flow in April of Euro¬ 
pean purchases of US securities, re¬ 
vealing more European confidence in 
Wall Street, has helpe<l to create a small 
counterbalance lo the Eurodollar. So 
far this year nearly two billion dollars 
of European money have been invested 
in the USA, a fact suggesting that the 
investment experts are less nervous than 
the bankers about monetary stability in 
the foreseeable future. Investors in 
London, Paris, Zurich and Frankfurt, in 
fact, now regard Wall Street a one of 
the few promising places for short¬ 
term placement of their iiinds. If this 
l.uropean money flow continues into 
the USA, if could also niatcriaily help 
steady the US balance of payments 
this year. 

Cautious Programme 

While the investment men have been 
moving large funds westwards in ex¬ 
pectation of corporate profits of bet¬ 
ween 10 and 15 per cent, the Germans, 
whose overseas industrial holdings were 
confiscated after the last war, have 
undertaken a cautious new programme 
<.)f foreign investment. This phenome¬ 
non may be no more than temporary, 
but the possibility that West Germariy 
may be achieving the status of a reserve 
currency means that it would then 
be able to export capital since the capi¬ 
tal used is added to reserve. 

I he German development represents^ 
a setback to the IMF's 1970 creation 
of Special Drawing Rights which is 
based on the principle that world re¬ 
serves can grow only by international 
agreement. The Germans, on the cont¬ 
rary, have increased their deposits in 
London commercial banks from 830 
million dollars in 1968 to 2.76 billion 
dollars at the end of last year and their 
deposits are still steadily growing there 
in addition to their massive advance 
purchase of dollars. 

The British, similarly, have been sup¬ 
ported by the Common Market mone¬ 
tary officials’ decision to renew the 
1968 Basle agreement backing sterling 
for two years without conditions. This 
Basle agreement, undertaken by 12 
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nations, would iMive «il^d in Septem- 
«lkd ^ovtdes a two billion dollar 
ovedit to back official centntl bank Iiokt- 
in^ of sterling. 

The decision is something of a set¬ 
back to Ftance which has sou^t to 
make the reserve role of sterling an issue 
in the Commoti Market negotiations 
with Britain. Since the announcement 
was made from Brussels, the French 
fFinanoe Minister has reiterated his 


insistence that outstanding sterling 
balances should be progressively de¬ 
creased. The latest French position 
is that if Britain will make a simple 
connunitment to reduce the balances, 
without the necessity of a set schedule 
of reductions or to make it during the 
possible five-year transition period be¬ 
fore British membership of the Mar¬ 
ket became total, Prance would then 
support the Basle agreenaent. 

The role of sterling and French op¬ 


position to maintenance of sterling 
tmlances at their present level together 
with current high British interest rates 
remain some of the principal obstacles 
to British membership of the Market 
and, together with the volume of US 
dollars in Europe, explain the renewed 
French insistence on the importance 
of gold and on an increase in its price 
—an increase which would be erpiiva- 
lent to devaluing the dollar. 



earn increased rates of interest/ 
on smaii savings 

Higher interest rates announced by the 
Central Government *are now in force. 
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POST OFFICE SAVINOS BANK— 

i) Single, Joint and Provident 
Fund Accounts. 

ii) Minimum Balance Rs. 100. 

iii) Blocked Deposit for 2 years. 

POST OFFICE TIME OEPOSIT8 
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Old Rate 
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4% 

4% 
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44 % 
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Post Office or write to the Regional 
Director, National Savings of your State. 
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Activities of the Company and Prospects. 

The Company was incorporated on 27th September 1965 
at Patna in the State of Bihar, with the objects more fully 
set out in the Memorandum of Association of the Company, 
and particularly to carry on -business as manufacturers of, 
dealers in and sellers of all grades, types, qualities, shapes, 
categories and descriptions of alloy, tool and special .steels. 
The imm ediate main object is to set up with the assistance of 
foieign Technical Collaborators Societe des Forges et Ateliers 
du Creusot of Paris, France, now amalgamated with Com- 
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Company obtained the certificate of conunencement of busi¬ 
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Alloy, tool and special steels are the key materials required 
for the manufacture of equipment, tools and critical compo¬ 
nents in various types of industrial machinery, defence 
equipment, transport facilities, etc., all of which have a large 
growth potential. It being a field requiring spedaUsed 
knowledge and sophisticated technology, our country has 
so far not undertaken the manufacture of alloy steels on a 
substantial scale, considering the needs of the country. 
Even today quite some portion of the country’s requirement 
is being met through imports. Recognising the importance of 
the alloy steels for the nation building, the Government of 
India has accorded a high priority to the alloy steel industry. 
The Company therefore expects to have a fairly good futiue. 
It is expected to go into production by end of 1973/beginning 
1974. 
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shares or multiples thereof in the case of Preference Shares. 
Rs 2.50 per share and Rs 25/- per share are payable on appli¬ 
cation and same amounts on allotments in respect of Equity 
and Preference shares repectively. Balance of Rs. 5/- per 
share in the case of equity shares and Rs 50/- per share in 
case of Preference Shares shall be payable in one or two calls 
as and when called by the Directors. 

PROSPECTUS AND APPLICATION FORMS 

Copies of the Prospectus on the basts of which alone the 
shares will be issued and application forms may be obtained 
flfom ttie Under-miters, the Bankers and Brokmto tfie issue 
named heretiH from their principal offices and branches men^ 
i^tfaeateve mentioned places gnd at the Company’s 
R egw ae fed Office. 
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CENTURY 

SPG.&MF6.CO.,LTO. 

CENTURY BHAVAN, 

WOWLI, eOMBAY«86 00k 



T— 



Century sareee ere the eniwer 
to your little day dreams. 

So go ahead on a dream spin I 
Century sarees are a rage of 
prints and design together I 
Coot as the evening breeze. 
Light as air. 

Century gives you sarees 
from 100% pure sottoiii 

CENTURY 

SAREES 

















858 


. EASTERN ECONOMIST May 14,1971 

THIS IS ONLY AN ANNOUNCEMENT AND NOT A PROSPECTUS 


ANNOtNCKMKNl REGARDING THE ISSUE OF 65.000 FIRST MORTGAGE 8% SUBJECT TO TAX 

> REGISTERED DEBENTURES (1978—1983) 

PERSONS IN I ERESTED ARE REQUESTED TO APPLY FOR COPIES OF THE PROSPECTUS AND 
APPlJCATION FORM FROM THE REGISTERED OFFICE OF THE COMPANY, BANKERS TO 
THE ISSUE, UNDERWRITERS AND BROKERS MENTIONED BELOW : 

THE ALUMINIUM INDUSTRIES LIMITED 

(Incorporated as a Public Limited Company under the Travancore Companies Act (IX of 1114) and now governed by the 

Companies Act 1956) 

REGISTERED OFFICE : 

No. i, Ceramic Factory Road, Kundara (Kerala State) 


HISTORY, BUSINESS AND OBJECTS OF ISSUE 

The Company was incorporated under the Travancore 
Companies Act (IX of 1114) on 2nd January 1946 and is 
now governed by the Companies Act, 1956. The Company 
obtained Certificate of Commencement of Business on 25th 
January 1946 and has been carrying on business since then. 

The Company established a factory at Kundara, Kerala 
State* in which the Company is carrying on the manufacture 
of electric conductors, in particular of A.C.S.R. and A.A.C. 
bare conductors, transmission line accessories and insulated 
aluminium conductors. 

The Company has been steadily expanding Ihe volume ot* 
its business as well as the various lines of manufacture. 

Starting with the manufacture in its Kundara factory of 
bare conductors in 1950, the Company established in 1955 
a ftoperzi Mill for the manufacture of aluminium rods at 
Kundara. The Company set up in 1957 another plant at 
Kundara for the manufacture of insulated aluminium 
cables. 

In 1957, ihe Company established a factory for the manu¬ 
facture of aluminium bare conductors and aluminium rods at 
Hirakud (Orissa State). The Wire mill of this unit went 
into production in 1959 and the rod mill in I960. 

Plant and machinery for the manufacture of high tensile 
galvanised steel wire required for A.C.S.R. manufacture was 
set up at Kundara and it went into production in 1961. 

At Hyderabad (Andhra Pradesh), a unit was installed and 
commissioned in 1964 to manufacture insulated aluminium 
cables. During the same year commercial production of 
SOLTDAL underground cable was established at Kundara. 

The Company established a factory at Hyderabad 
(Andhra Pradesh), for manufacturing wire working machin¬ 
ery, This unit was set up in collaboration with Messrs 
Miyazaki Iron Works Ltd., Japan and was commissioned in 
1969. 

In collaboration with Messrs Deilc-Alsthoin of France, 
the Company set up a unit at Mannar for the manufacture 
of Switchgear equipment. This was commissioned in 1970. 

This Debenture Issue in being made not for the purpose 
of financing any new expansion scheme of the Company, 
but for the purpose of meeting repayment obligations partly 


of medium-term loans and fixed deposits and for the repay¬ 
ment of the residue (Rs 13 lakhs) of an earlier Debenture 
Issue of Rs. 45 lakhs, that falls due for amortisation in the 
year and for augmenting the Company’s working funds. 


DIRECTORS 

1. Shri S. NARAYANASWAMY—Stock Broker 
Chairman, Board of Directors 

(Son of late K. Seshu Aiyer) 

‘Seshadri’ 

6, Chittaranjan Road, 

Teynampet, Madras-18. 

2. Shri ABDULLABHOY M. BHAGAT—Businessman 
(Son of late Mohamedaly Abdullabhoy Bhagat) 

10, Sembudoss Street, 

Madras-1. 

3. Shri N. J NAIR—Businessman 
(Son of Mr. Narayana Pillai) 

C/o Textile Supplies Syndicate (I) Pvt. Ltd., 

India House, Opp: G.P.O. 

Bombay-1. 

4. Shri G. SREENIVASULU CHETTY—Landlord 
(Son of Late Cunniah Chetty) 

‘Sri Nivasam’ 

2, Murthi Lane 
(Rattan Bazaar Road), 

Madras-3. 

5. Shri RUSSIJALTARAPOREVALA—Economist 
(Son of late Jal Hirji Taraporevala) 

25, CufTe Parade 
Colaba, Bombay-5. 

6. ShriV.PAPPU-Engineer 
(Son of late Pappu Subba Rao) 

No. 4, Sports View, Palam, 

New Delhi-10. 

7. Shri K.. P. RAMACHANDRAN NAIR- Advocate 
(Son of Mr. K. K. Velayudhan Pillai), 
‘Changanachery House’ 

Bhakthi Vilas Road, 

Trivandrum. 

8. Shri R. MADHAVAN NAYAR—Industrialist 
(Son of Mr. Rama Kurup) 

Mapaging Director, 

Cochin Company Pvt. Ltd., 

Post Box No. 1712, Ernakulam South, 

Cochin-16. 
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9. ShriN.SUNDARESWARAN^-^shew Exporter 
(Son of Mr. Narayanan), 

'Sundara Bhavan^ 

Asramam, Qiiilon‘*2. 

10. Shri GEORGE THOMAS—Special Secretary 
(Nominee of Kerala Government), 

(Son of Mr. George Thomas), 

‘Villa Lizza' 

Trivandruin-3, 

11. Mr. G. J. AUBRY—Enmneer 
(Nominee of Delle-Alstnom) 

(Son of Mr. Aubry Raymond) 
do. Messrs Dellc-Alsthom 
ViUcurbannc, 

130, Rue Leon Blum 
RHONE (France). 

12. Shri REVI KARUNA KARAN -Merchant 
(Nominee of Kerala Financial Corpn.) 

(Son of late K. C. aruna Karan) 

'Shanti Bhavan’ 

Allcppey. 

13. Shri N. A. KRISHNAN—Managing Director (Retd.) 
State Bank of India (Nominee of The Industrial Credit 
& Investment Corpn. of India Ltd) 

(Son of Mr. M. A. Narayana Iyer) 

307, 40th cross, 8th Block, 

Jayanagar, Bangalore-41. 

14. Shri K.P.SHREEDHARANNAIR—Engineer 
(Son of late N. Kumara Pillai), 

24, Sundar Nagar, 

New Delhi-3. 

15. Shri B.V.D. MENON—Engineer 
Managing Director, 

(Son of late T.K. Balakrishna Menon) 

‘Bhakti Vilas’, 

Kalamassery P.O., 

Alwaye. 

SHARE CAPITAL 

Authorised : 


50,00,000 Equity shares of Rs. 10/- each 
2,00,000 9.5% Redeemable Cumulative 
Preference Shares of Rs. 100/- 



each 

Issued ; 
26,99,264 

84,857. 

Equity Shares of Rs. 10/- each 
and 

Redeemable Cumulative Pre- 


ferencc shares of Rs 100/- 
each with participating rights. 


Rs. 

5,00,00,000 

2,00,00,000 


7,00,00,000 


2.69,92,640 


84.85,700 


3,54,78,340 


Rs. 

2,69,92,420 

by capitalisation of share 
premium account; 153,551 
Equity shares were allotted 
for consideration other than 
cash to Collaborators for 
Switchgear manufacture— 
DELLE-ALSTHOM of 
France, towards part payment 
of engineering charges and 
know-how fees and import of 
capital goods). 

84,601 Redeemable Cumulative Pre¬ 
ference shares of Rs 100/- 
‘ each with participating rights 
Rs. 84.60,100 

Less: Calls in arrears Rs. 17,800 84,42,300 


3,54,34,720 


PRESENT ISSUE 

65,000—8% (subject to tax) First Mortgage Registered 
Debentures of Rs, 100/- each at par for cash payable in full 
on application or in case any holder of the existing Deben¬ 
tures of aggregate value of Rs. 13 lakhs wishes to surrender 
any of such Debentures held by him in exchange for equiva¬ 
lent face value of the Debentures of the present issue, then 
on his .surrendering the same along with the application. 

Application for Debentures must be for a minimum of 5 
Debentures or multiples of 5 Debentures. All applications 
must be made on the form accompanying the Prospectus. 

The application forms duly completed together with 
cheques or drafts for the amount of Rs. 100/- per Debenture 
payable in full on application must be delivered before the 
closing of the subscription list to any of the Company’s 
Bankers to the Issue mentioned in the Prospectus. 

UNDERWRITERS 

Name and Address of the Underwriters 


1. The Industrial Development Bank of India, 
New India Centre, 17, Cooperage, Bombay-1 

2. Life Insurance Corporation of India, 
‘Yogakshema’, .Tcevan Bima Marg, 
Bombay-20 

3, Unit Trust of India, 

Bombay Life Building, 

45, Veer Nariman Road, 

Post Box No. 2000, 

Bombay-1. 


65,00.000 


Amount 

Under¬ 

written 

Rs. 

45,00,000 


10 , 00.000 


10,00,000 


Subscribed : 

26,99,264 Equity shares of Rs. 10/- each 2,69,92,640 
84,601 Redeemable Cumulative prefer¬ 
ence shares of Rs. 100/- each 
with participating rights 84,60,100 


3,54,52.740 


PaU-Up ; 

26,99,264 Equity Shares of 

Rs. 10/-each Rs. 2,69,92,640 
Less : Calls in 

arrears Rs, 220 2,69,92,420 

(of the above 289,285 Equity 
shares were allotted as AiUy 
paid-up byway of bonus shares 


BANKERS lO THE COMPANY 

1. State Bank of Travancore, Marikar Buildings (Statue),* 
Trivandrum, Kerala State. 

2. Punjab National Bank, Sambalpur, Orissa State. 

3. Indian Bank, 11/61, Bridge Road, Maltancherry, Cochin-2, 
Kerala State. 

4. Canara Bank, Abid Road Branch, 4-J-954, M.G.Road, 
Hyderabad, Andhra Pradesh. 

5. Bank of Baroda, 24, Beach Road, Post Box No. 127, 
Quilon-I, Kerala Stale. 

6. Union Bank of India, 2-138, D, Maltancherry, Cochin-2 
Kerala State. 

BANKERS TO THE ISSUE 

L State Bank of Travancore, Marikar Buildings (Statue), 
Trivandrum, Kerala State. 
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2. Punjab National Bank, Sambalpur, Orissa State. 

3 .Bank of Baroda, 24, Beach Road, Post Box No. 127, 
Quilon-l, Kerala State. 

DEBENTURE TRUSTEE FOR THE EXISTING 
DEBENTURES 

Shri Bikkani Vcnkataratnam, Chodavaram, Ramachandra- 
puram Taluk, East Godavari Dist., Andhra Pradesh. 

DEBENTURE TRUSTEE FOR THE DEBENTURES 
NOW BEING ISSUED 
Bank of Baroda, 12, ApoDo Street, Bombay-1. 
AUDITORS 

1. Messrs T. Vclu Pillai & Co., Chartered Accountants, 
‘Enterprise’, Palace Ward, Alwayc, Kerala State. 

2. Messrs K. Venkatachalam Aiyer & Co., Chartered 
Accountants, ‘Sriniketan", Chettikulangara, 1 rivandrum-l, 
Kerala State. 

LEGAL ADVISERS 

1. Messrs Mcnon & Pai, Advocates, Post Box No. 1761, 
Emakulam, Cochin-16, Kerala State. 

2. Messrs R. Narasimhachariar & N. Varadarajan, Advo¬ 
cates, ‘Saranath’, No. 4, Dr. Rangachari Road, Mylapre, 
Madras, Tamilnadu. 

BROKERS 

Madras 

1. Messrs Chitra & Co., Post Box No. 1557, 322-323, 
Linghi Chetty St., Madras-!. 

2. Messrs Paterson & Co., Vanguard Insurance Bldg., 
3rd Floor, 11-12, Second Line Beach, Madras-]. 

Bombay 

1. Messrs Champaklal Devidas. Bhupen Chambers, 
Dalai Street, Fort, Bombay-1. 

2. Messrs P. R. Subramanyam & Sons, 70-A, Stock 
Exchange Bldg., Apollo Street, Fort, Bombay-1. 

Bangalore 

Messrs Nanjappaiah Juhgiidar, 205, Cavalry Road, 
Bangalore-42. 

Calcutta 

Messrs Place, Siddons & Gough (P) Ltd., 6, Lyons Range, 
Calcutta-1. 


Now Delhi 

Messrs Jalan & Co., Stock Exchange Bldg, Asaf Ali 

Road, New Delhi. 

Ahmedabad 

Messrs Chinubhai Chimanlal Dalai, Fatchbhai's Haveli, 

Ratanpoie, Ahmedabad-l. 

Hyderabad 

Mr. P. B. Afzulpurkar, Sultan Bazar, Hyderabad, 

Andhra Pradesh. 

PROSPECTUS AND APPLICATION FORM 

Copies of Prospectus and Application form can be ob¬ 
tained from the Registned office of the Company, the Com¬ 
pany’s Underwriters, Brokers and Bankers to the Issue at 
the branches of the banks mentioned below during office 
hours on working days for the duration the subscription list 
is open : 

1. STATE BANK OF TRAVANCORE—Bombay, 
Calicut, Cochin, Kundara, Madras, Palghat, Quilon 
and Trivandrum. 

2. PUNJAB NATIONAL BANK—Ahmedabad (Mas- 
kati Market), ^Icutta (Brabourne Road), Baroda 
(Raopura), Ban^lore City, Bombay, Coimbatore, 
Cuttack, Delhi Cantt, Hyderabad, Indore, Lucknow, 
Madras, Mysore, Poona City, Patna City, Ranchi, 
Sambalpur and Vijayawada. 

3. BANK OF BARODA—Ahmedabad, Bombay, Ban¬ 
galore, Baroda, Calcutta, Cochin, Coimbatore, Hyde¬ 
rabad, Indore, Madurai, Madras, New Delhi, Poona 
City, Quilon, Trivandrum and Tiruchirapalli. 

DATE OF OPENING AND CLOSING OF 
SUBSCRIPTION LIST 

THE SUBSCRIPTION LIST WILL OPEN AT THE 
COMMENCEMENT OF BANKING HOURS ON 
MONDAY, THE 24TH MAY. I‘>71 AND WILL CLOSE 
AT THE CLOSE OF BANKING HOURS ON 
FRIDAY, THE 4TH JUNE 1971, OR EARLIER AT 
THE DISCRETION OF THE DIRECTORS BUT 
NOT EARLIER THAN THE CLOSE OF BANKING 
HOURS ON WEDNESDAY THE 2ND JUNE 1971. 


RECORDS AND STATISTICS 

A Quarterly Bulletin of "Eastern Economist", this publication surveys 
important developments in each quarter in the various fields of the 
national economy as well as in the world economy, organizes its mate¬ 
rial in a convenient form and illustrates it with diagrams, graphs and 
charts. Its features are a business roundup, an analysis of markets and 
an investment supplement. 

The Bulletin averages 64 pages and is priced at Rs 4 per copy. 
The annual subscription is Rs. 16. 

Inquiries regarding subscription and advertisements may be 
addressed to : 


The Manager, 

The Eastern Economist Ltd, 
Post Box No. 34, 

New Delhi-1. 
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CURRENCY CRISIS 

The currency crisis in the west, which 
has led to the members of the Euro¬ 
pean Economic Community to allow 
West Germany to float the D’marfc, 
is being watched with keen interest here. 
Along with the D'tnark, two other EEC 
currencies — those of Belgium and 
Holland — will also float. The floating 
of the three currencim means that 
whereas their par value in terms of the 
US dollar will be maintained for all 
official transactions, speculative' move¬ 
ments of capital from the US to Europe, 
which is the main cause for the current 
crisis in the west, will be allowed to 
take place at rates determined by supply 
and demand for these currencies. Two 
other west European countries, namely, 
Switzerland and Austria, have re¬ 
valued their currencies. The Swiss 
franc has been revalued by some seven 
per cent and the Austrian schilling by 
about five per cent. 

The D'mark has been allowed to 
float for a few weeks. This is because if 
it is allowed to float for a longer period, 
it may lead to an inordinate postpone¬ 
ment of the intonation of the EEC 
currencies the beginning for which end 
is to be made in the middle of next 
month. The floating of the D’mark, it is 
felt here, may ultimately lead to its 
revaluation. A similar procedure, it is 
recalled, was adopted by West Germany 
when it revalued its currency about 18 
months ago. 

So far as the impact of the western 
currency crisis on India is concerned, the 
consensus appears to be that until the 
par value of any currency is changed, 
the elTect on our country may not be 
significant. A re\'aluation of the D’mark 
or a consistent appreciation in its value 
as a result of its being allowed to float 
will make our exports to West Germany 
cheaper; they may, therefore, got some 
fillip. Our imports from West Germany, 
on the other hand, will become dearer. 
A decision of the west European count¬ 
ries to have a joint control over capital 
movements from the United States is 
not likely to aifect us at all, as we are 
already having a system of control over 
such movements. 

reallocated portfolios 

A recent notification issued by the 
union goyermnent has made it clear 
that most of the functions hitherto jkt- 
formed by t^ Planning Commission 
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will now be the responsibility of the 
Planning Ministry headed by Mr C. 
Subramaniam. The notification lists 
the following functions for the Ministry 
for Planning. (1) Assessment of the 
material, capital and human resources of 
the country, including technical perso¬ 
nnel, formulation of proposals for aug¬ 
menting such of these resources as arc 
found to be deficient. (2) Formulation of 
plans for the most cficctive and balanced 
utilisation of the country's resources. 
(3) Definition of stages in which the 
Plan should be carried out on a deter¬ 
mination of priorities and allocation 
of resources for completion of each 
stage. (4) Determination of the natrre 
of the machinery necessary for the im¬ 
plementation of the Plan in all its as¬ 
pects. (5) Appraisal from time to time 
of the progress achieved in the execution 
of each stage of the Plan. (6) Public 
co-operation in national development. 
(7) Prespective Planning. The Ministry 
of Planning, it says, will be concerned 
broadly with technical questions relat¬ 
ing to planning and the planning orga¬ 
nization itself. The policy and details 
of specifi^c schemes included in the Plan 
are matters to be dealt with by the cent¬ 
ral administrative ministries and state 
governments. The Ministry of Steel 
will have the additional charge of 
“Mines”, so far part of Petroleum and 
Chemicals. The appointment of judges 
and other related matters will now be 
the concern of the Law Ministry of the 
Department of Justice, and not of the 
Home Ministry, as was the case so far. 
The Department of Justice will now deal 
with appointments, resignations and re¬ 
movals of the Chief Justice and judges 
of the Supreme Court and high courts, 
their salaries, rights, pensions and tra- 


Increasing pressure is being brought on the 
Government to end their system of economic 
controls which, whatever ihcir justification 
during the war and however readily and willinjsly 
tolerated and accepted owing to the imperative 
need to fight the enemy, are now felt to be 
oppressive, cruel, jncquitable. dilatory and 
liable to favouriti.sm and corruption. In parti¬ 
cular, the lack of any principles governing 
import licences has been severely criticized and 
the department concerned has been justly 
attacked on grounds of favouritism, corruption 
and delay. Much the same type of criticism 
could be levelled against every other type of 
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veiling allowance, constitution and orga¬ 
nisation of the Supreme Court, the 
high courts and the courts of judicial 
commissioners, administration of the 
Notaries Act, 1952, administration of 
justice and organization of courts in 
the union territories and court fees 
and stamp duties in the union territo- 
ties. Separate departments of Culture 
and of Science and Technology have 
been constituted under the new scheme. 
The Department of Culture has been 
placed in the charge of the Minister of 
Education and Social Welfare. The 
Minister of Planning will hold con¬ 
current charge of the Department of 
Science and Technology, which was 
hitherto part of the Cabinet Secretariat. 
The Cabinet Secretariat will now liavc 
four departments instead of five, namely 
Cabinet Affairs, Electronics, Personnel 
and Statistics. The old Ministry of 
Food and Agriculture will not be there. 
Its place will be taken by the “Ministry 
of Agriculture” which will have four 
d^artments, agriculture, food, commu¬ 
nity development and co-operation. The 
Minist^ of Education and Social Wel¬ 
fare will be bigger now with the addi¬ 
tion of the Department of Social Wel¬ 
fare, 

CONSULTANCY TEAM ABROAD 

A four-member team, representing 
leading consultancy interests in the 
country, led by Mr K. Matthan of Tata 
Consulting Engineers, went recently on 
a tour of some south-east Asian 
countries including Indonesia and the 
Philippines. The team will discuss with 
various governments and private orga¬ 
nisations in each of the countries, 3te 
possibilities of India meeting their 
requirements of consultancy services in 
the metallurgical, chemical and power 
engineering sectors, besides establish¬ 
ing contacts with various international 
and national organisations in these 
countries. The team will conclude cont¬ 
racts wherever possible. Since Manila 
and Bangkok are also the headquarters 
of the Asian Development Bank and 


control v/hich originating during the war i$ 
now continuing in a somewhat less rigid form. 
Wartime controls m India were not bad in 
principle: They were as necessary here as in 
other countries. But they were vitiated by lack 
of clear policy, imposition from the British 
Government and a corrupt and inefficient ad¬ 
ministrative personnel. The instruments of 
execution of control were predominantly British 
officials who all along had British, not Indian 
interest in view. Subject to the overriding im¬ 
portance of winning the war. they did every¬ 
thing to prevent the strengthening of Indian 
economic potential. 


^conomiit 2.5 Ifedti 


MAY 17. 1946 
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ECAFE* the team will have discussions 
with these institutions also. The team 
has been sponsored by the Federation of 
Indian Engineering Organisatit!)m in 
consultation wi*h th.' Ministry of Fo¬ 
reign Trade. The members of the team 
arc MrK. Mattlian ofTata Consulting 
Engineers, Mr S. Banerji of Chemical 
and Metallurgical Design Company, 
Mr M.B. Silgardc of Hindustan Steel 
and Mr A.K. Vaish, Deputy Secretary, 
FIEO. 

DIRECT TAX REVENUES UP 

Direct tax collections in 1970-71 were 
Rs 43 crores higher than in the^revious 
year. Income-tax, corporation tax, 
estateduty, gift tax and wealth tax have 
together yielded Rs ^ 54 crores as against 
Rs 811 crores in 1969-70. Of the total 
direct tax revenues, income-tax (includ¬ 
ing corporation tax) accounted for 
about Rs 828.38 crores - rise of 
about Rs 41.38 crore.s over the collec¬ 
tions in 1969-70. This was because of 
better industrial activity during the 
year and special clTorts for collection 
made by the Income-tax department. 
Also during the year, outstanding gross 
income-tax demand (wliich includes 
demands not fallen due for payment, 
demands awaiting adjustment and de¬ 
mands covered by stay orders or instal¬ 
ment schemes) decreased by 11 per cent. 
From about Rs 821.71 crores at the 
beginning of the year, the gross sum 
came down to about Rs 730.90 crores 
by the end of 1970-71. For the past 
three years, the gross demand had been 
going up by about 10 per cent. The 
pendency of income-tax assessments 
showed a modest reduction of 122,000 
—from 1.32 million to 1.20 million. 
The number of income-tax payers 
crossed the 3 million mark. Tt went up 
from 2.91 million at the beginning of 
1970-71 to 3.04 million at the end of 
February this year. 

RAILWAY PASSENGER TRAFFIC 

Passenger traffic on the Indian Rail¬ 
ways has shown satisfactory growth 
duringTcbruary, 1971, the approximate 
number of passengers booked being 
1.42 per cent more than in February, 
1970. The total number booked from 
April I to February 28, 1971 was 4.80 
per cent more than during the cor¬ 
responding period of last year, and 1 8 
per cent more than the proportionate 
budget target. The revenue-earning 
freight traffic of the railways in Febru¬ 
ary, 1971 was 13.4 million tonnes, 
which indicates a decrease of about 0.62 
million tonnes compared to February 
last year, and a shortfall of 1.20 million 
tonnes as compared to the propor¬ 
tionate budget target fi.xed by the rail¬ 
ways. The total revenue-earning ton¬ 
nage lifted by the railways from April 
1, 1970 upto the February 28, 1971 was 
151.5 million tonnes, representing a 


shortfall of 4.7 million tonnes as com¬ 
pared to previous year and 11.61 mil¬ 
lion tonnes against the proportionate 
budget target. The cumulative short¬ 
fall has been in respect of coal for steel 
plants, washcries and other public users. 

IMPORT SUBSTITUTION AWARDS 

The board on awards for import 
substitution has announced 18 awards 
for substitution of 18 imported items. 
These awards are being made twice a 
year. The present list includes three 
cash awards totalling Rs 3,500 besides 
one silver shield, 5 bronze shields and 
9 certificates of merit. No gold shield 
has been awarded this time. 

Institutional Awards : (1) Silver shield 
is awarded to Bharat Industrial Corpo¬ 
ration, Calcutta for indigenous develop¬ 
ment of a briquetting plant for mak¬ 
ing low priced fuel briquettes from coal 
dust for house-hold use. (2) Messrs 
Masvy & Co. Pvt. Ltd of Poona get 
a bronze shield for developing an Aero¬ 
engine Removal and Transportation 
Stand meant for overhaul and repair 
of Boeing aircraft engines. (3) Messrs 
Instrumentation Ltd of Kota (Raja¬ 
sthan) have been awarded a bronze 
shield for substituting throw-away 
thermocouples suitable for steel in¬ 
dustries and high temperature fur¬ 
naces. (4) Messrs Mukand Iron & 
Steel Works Ltd of Bombay also get 
a bronze shield for indigenously de- 
loping thermocouples of special com¬ 
position. (5) Messrs Industrial Elect¬ 
ronics Pvt. Ltd, Bangalore has won a 
bronze shield for substituting micro 
limit electronic comparator comprising 
a measuring shic’d for linear motion, a 
highly stabilized oscillator, an ampli¬ 
fier, a phase-sensitive detector and a 
meter for visual indication, (6) Messrs 
National Fluorine Corporation, Thana 
(Maharashtra) have been awarded 
a bronze shiled for developing indige- 
oiis know-how and plants for the manu¬ 
facture of a number of inorganic fluo¬ 
rine compounds. 

individual Awards: (7) Dr Mohamad 
Khalilullah of Poona has been awarded 
Rs 1,500 for developing a cardiac 
monitor, an audio-visual indicator and 
alarm system lor heart pulses. (8) Dr 
Mohamad Khalilullah gets another 
award of Rs 1,000 for developing a 
cardiac pulse generator (pacemaker), 
useful for patients suflTering from heart 
attacks. (9) Mr Amiya Kumar Chakra- 
barti of Hindustan Steel Ltd, Durgapur 
has won an award of Rs LOOO for de¬ 
veloping a magnetic particle testing ma¬ 
chine suitable lor testing heavy castings. 

Certicates of Merit have been awar¬ 
ded to: (i) Messrs, J.C.' Malhotra, 
N.S. Gill, I.S. Sood. B.M. Gupta and 
Ram Parfcash of Bcas Dam Project, 
Punjab for developing a Belt Loader: 


(ii) Messrs V. Nagaraju, R.N. Sin 
and N.C.F. Shah of MERDO (OMERI), 
Madras for substituting Cable Stranding 
Machines; (iii) Mr N.N. Rao of Poona 
for substituting 600 h.p. Hydraulic Dy¬ 
namo Meter; (iv) Mr S.I. Sanklecl^ 
of Ahmednagar (Maharashtra) for sub¬ 
stituting “Flourflux’* Fluoreoent Elect¬ 
romagnetic Ink for magnetic crack 
detectors: (v) Lathia Industrial Supp¬ 
lies Co. Pvt. Ltd of Ahmedabad for 
developing Rubber Sleeves for Evaset 
Shrinking Range; (vi) (2ol. V.S. 
Sharma and Messrs G.S. Dhami and 
T.G. Singh of ARDE, Poona for de¬ 
veloping know-how for making Lead 
Zirconate Titanatc; (vii) Mr Jagdish 
Hooja of Jaipur for developing heat 
and pressure sensitive Recording Paper 
for ballastic tests; (viii)Messrs C. Viswa- 
nadhan and W.C. Jacob Carvalho of 
Bombay for substituting Centrifugal 
Molecular Still CVS-12 and High 
Vacuum Pump Fluids; (ix) Messrs B.M. 
Banjerjee, V.B. Tandon, O.P. Gupta 
and S.C. Chakravarti of DRL (M), 
Kanpur for indigenous production of 
Anti-chap Lip salve, a substitute of im¬ 
ported lipstick. 

UTMAL 

UTMAL, a joint venture of Larsen 
& Toubro and West Gcrtnan compa¬ 
nies GHH, Voith and Koppers at Kans- 
bahal, Orissa, has been entrusted, for 

THE ECONOMIST 
INTELLIGENCE UNIT, 
London 

THE GROWTH AND SPREAD OF 

MULTINATIONAL COMPANIES 

Q£R Special No. 5 
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ber 1969 of the EIU’s Special on the 
growth and spread of multinational 
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trade unions and the multinationals and 
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market in multinational finance are 
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topics in the revised edition of this 
EIU Special Report. 
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the first time, with the supply of an integ¬ 
rated pulp and paper mill tor Straw Pro¬ 
ducts Ltd, Rayaghada, Orissa, to be 
commissioned early next year. The totol 
imported components for the entire 
project are expected not to exceed 40 
per cent of the total value. This mill 
is being built to the speciiications of 
M/s Voith of West Germany. UTMAL 
has also secured an order for a large 
butterfly valve for the Lower Sileru 
Project in Andhra Pradesh. It has also 
received an order from Durgapur steel 
plant for 15 sophisticated ladle carri¬ 
ages of pneumatic tilting type for trans¬ 
portation of slag to the granulation site. 

ALUMINIUM WIRES 

Overhead copper wires ou the rail¬ 
ways are to be replaced by aluminium 
wires in a phased programme. Because 
of the high price of copper, these wires 
are being regularly stolen by organised 
gangs of thieves. Railway communi¬ 
cations arc thrown out of gear as a 
result. Aluminium wires, also called 
ACSR wires, have steel encasement and 
have the same transmission characteris¬ 
tics as copper. They are also cheaper 
and less vulnerable to thefts. This re¬ 
placement work has already been com¬ 
pleted on some sections of the railways 
like Moradabad-Rosa, Saharanpur- 
Moradabad, Tzatnagar-Kasganj, Sa- 
Icm-Bangalorc and Jhund-Kandla. 
Work is in progress on 4,484 route kilo¬ 
metres, which will cost Rs 4.32 crores. 
Anoiher 2,042 kilometres will be co¬ 
vered in 1971-72. 

TRADE WITH FRANCE 

The Indo-French Economic Commis¬ 
sion met in New Delhi recently and 
decided to renew the trade arrange¬ 
ment for a period of one year from 
January 1, 1971. Various questions re¬ 
lating to the development of trade and 
expansion of economic, technical and 
industrial co-operation between the 
two countries were examined by 
the two delegations. Avenues for closer 
co-oocration l^tween the two countries 
in these fields were explored. 

The protocol signed recently pro¬ 
vided for quotas for some of the Fnclian 
products which were subject to quanti¬ 
tative restrictions in France. Both dele¬ 
gations agreed that steps should be 
taken to increase the volume of trade 
exchange between the two countries. 
As a follow-up of the markel surveys 
conducted by Indian experts in France 
duri ng 1969, both the delegations agreed 
to initiate a commercial development 
programme for diversifying and expand¬ 
ing the two-way trade whiie specially 
emphasinsing the export promotion in 
the French markel of Indian manufac¬ 
tured products. A president-cum- 
diroctor gcnerailevel French Economic 
Mission is expected to visit this coun¬ 
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try in October, 1971, for exploring 
Dossibilities of further expanding 
trade, economic, technical and in¬ 
dustrial co-operation between the two 
countries. 

SOAP FACTORY IN MALAYSIA 

The Mysore Government Soap Fac¬ 
tory is to set up a sandal soap manu¬ 
facturing factory in collaboration with 
a private party in Malaysia in the next 
six months. The factory, to be located 
at Kuala Lumpur, is to have a capital 
of about Rs 1.5 lakhs. The Mysore 
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government will invest 10 per cent of 
the capital in the form of plant and 
machinery. The Malaysian pa^, a 
businessman of Indian origin, will in¬ 
vest the balance. In addition to meet¬ 
ing the local demand, its products are 
to be exported to third countries in 
the south-east Asian region. 

NAMES IN THE NEWS 

Mr K.N. Modi of Modi Industries 
was unanimously elected President of 
the All-India Manufacturers* Organi¬ 
sation on May 8, 1971. 
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Company Affairs 


INDUSTRIAL CABLES 

Ikdus TRIAL Cables (India) Ltd, Raj- 
pura, is likely to enter the capital mar¬ 
ket in about a couple of months to raise 
nearly Rs 25 lakhs in the form of equity 
capital. The company has an authorised 
capital of Rs 120 lakhs. Its issued capi¬ 
tal at present aggregates to Rs 63 lakhs. 

The capital proposed to be raised will 
be utilised for financing partly the ex¬ 
pansion programme of the company 
which is estimated to cost Rs 70 lakhs. 
The rc.st of the cost of the expansion 
programme is envisaged to Ije met by 
ploughing back reserves to some ex¬ 
tent (the reserves at present are about 
Rs 34 crores) and through borrowings 
from financial institutions. 

Although the cable industry in the 
country is currently passing through a 
difficult period, this Rajpura concern is 
able to utilise its capacity to the extent 
of about 80 per cent, thanks to energe¬ 
tic efforts at export. 

The expansion programme of the 
company includes augmentation of the 
facilities to manufacture PVC cables, 
the setting up of a research and develop¬ 
ment division, establishment of capacity 
for grooved contact wire used by rail¬ 
ways in their electrification programme 
and the putting up of a wire drawing 
and galvanising unit. 

De.spitc the hardsships faced by the 
cable industry, Industrial Cables (India) 
Ltd has been paying regular dividends 
at the rate of 10 per cent per annum 
for the last four years. Earlier the divi¬ 
dend disbursements were at varying 
rates. The gross investment of the com¬ 
pany has increased from Rs 89 lakhs in 
1964 to Rs 174 lakhs in 1970. The 
sales have gone up from Rs 47.22 lakhs 
in 19(4 to Rs 274 lakhs in 1970. This 
year they are expecled to be around Rs 
400 lakhs. 

ALUMINIUM INDUSTRIES 

The Alumimum Industries Limited 
will enter the capital market shortly 
with the issue of 65,000 first mortgagi 
eight per cent subject to tax registered 
debentures (1978-83). The issue will 
open on May 24, 1971 and close on 
June 4, or earlier at the discretion of 
tlie directors but not before June 2, 
1971. The entire debenture issue 
has been underwritten by the 
Industrial Development Bank of 
India (Rs 45 lakhs), LTc Insurance 
Corporation of India (Rs 10 lakhs) 
and Unit Trust of India (Rs 10 


lakhs). The debenture issue is being 
made not for the purpose of financing 
any new scheme of the company but 
for the purpose of meeting repayment 
obligations partly of medium-term 
loans and fixed deposits and for the 
repayment of the residue (Rs 13 lakhs) 
of earlier debenture issue of Rs 45 lakhs, 
that falls due for amortisation in the 
year and for augmenting the company’s 
working funds. The company manu¬ 
factures electric conductors, transmis¬ 
sion line accessories and insulated alu¬ 
minium conductors. Starting with the 
manufacture in its Kundara factory 
of bare conductors in 1950, the com¬ 
pany established in 1955 a properzi mill 
for the manuhicture of aluminium rods 
at Kundara. The company set up in 
1957 another plant at Kundara for the 
manufacture of insulated aluminium 
cables. In 19.57, the company established 
a factory for the manufacture of alumi¬ 
nium bare conductors and aluminium 
rods at Hirakud (Orissa state). The 
wire mill of this unit went into produc¬ 
tion in 1959 and the rod mill in 1960. 
Plant and machinery for the manufac¬ 
ture of high tensile galvanised steel wire 
required for ACSR manufacture was 
set up at Kundara and it went into pro¬ 
duction in 1961. At Hyderabad a unit 
was installed and commissioned in 1964 
to manufacture insulated aluminium 
cables. During the same year commer¬ 
cial production of SOLIDAL under¬ 
ground cable was established at Kun- 
dara. T he company established a fac¬ 
tory at Hyderabad for manufacturing 
wire working machinery. This unit was 
set up in collaboration with Messrs 
Miyazaki Iron Works Ltd, Japan, and 
was commissioned in 1969. Ju colla- 
l*K)ralion with Messrs Delle-Alsthora of 
I ranee, the company set up a unit at 
Mannar for the manufacture of switch- 
gear equipment. This was commis¬ 
sioned in 1070, 

BINNV 

Binny Limited, Madras, produced 
more textiles during 1970 than a year 
before but the increase in cost of 
production jnorc than offset the advan¬ 
tages of improved turnover, stated Mr 
M.K.Vellodi, chairman of the company 
while addressing (he shareholders at the 
annual general meeting hel<f recently. 
Turnover of the Madras and Bangalore 
units increased by 11.6 per cent 
over 1969 through additional loom 
shifts. He added that the increase 
in the price of cotton and artificial fibre 
along with losses due to controlled 
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prices were a common feature of most 
of the textile mills in the country. Mr 
Vellodi pointed out that if the ex¬ 
traordinary increase in cotton prices 
could be anticipated when the major 
investment decision was being conside¬ 
red, the company would have laid stress 
on fine qualities of cloth. 

The increase of approximately 100 per 
cent in cotton prices since the beginning 
of 1970 had rendered the company’s 
cotton textile production quite uneco¬ 
nomic. The chairman suggested that the 
union government should put its 
weight behind an urgent country-wide 
campaign for improving cotton yields 
so as to bring down the cotton prices to 
reasonable levels. During the year 
1970 the company installed a thou¬ 
sand new looms and also wide 
width cloth processing machinery. The 
chairman added that it had not l-^en 
possible to modernise fully the carding, 
spinning and yarn preparation depart¬ 
ments. During 1970 export of cotton 
piece goods of the company ineVeased by 
10.2 per cent and this figure would have 
been still higher but steep increase in 
the cotton prices affected the exports 
adversely. 

Talking about the engineering divi¬ 
sion, Mr Vellodi indicated that there 
was substantial improvement in the per¬ 
formance of the Madras Works in 
spite of the severe shortage and high 
prices of stc4. The installation of the 
electric furnace of the foundry was 
completed in February this year and 
this furnace will enable the foundry to 
produce more sophisticated castings. 
The chairman also indicated that rice 
millers all over the country had shown 
interest in Binny-Satakc rice mills. 
The ship repair department also did 
well during the year and it won contract 
for survey of oil tankers for the Madras 
Refineries Limited. The chairman poin¬ 
ted out that adverse working results of 
the company resulted in a fall in gross 
profits from Rs 175 lakhs to Rs 12 lakhs 
during the year. He added however 
that toe company would press on with 
its plans for diversification and de¬ 
velopment to maintain and improve 
its financial position which has been 
basically sound. 

AMERICAN EXPRESS 

The Board of Directors of Ainericyn 
Express Company recently announced 
its fourth common stock dividend 
increase in three years. Payable on 
April 1, the dividend increase brings 
the quarterly rate to 35 cents per sliare 
as against 30 cents paid over the past 
four quarters. American Express Com¬ 
pany has paid dividends on its common 
stock for 1 j 2 consecutive years. Mr 
Howard L. Clark, Chairman and Chief 
Executive Officer, announced recently 
that final results for the year 1970 
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^ere s a face in your heart you long to gaze upon and 

* ®T''® “"»»f'»>atablo. intermlnable-that says 
l^ateful am I to you for coming to me. on board my 747 
the face of my hostess, the smile of 
her love and her childhood belief 
that to serve is an honour, 
greets you with folded hands, 
a greeting 5,000 years old 
with all the devotion the gopis had 
for their loved one 
many, many years ago. 


to Goifitrnmont a/i^rera/ 



Four 747 flights a week to the 
Middle East, Europe, U.K. 
and three to the U.S.A.* 
Commencing May 21,1971 


f/if0 aMine that hvas you 



866 


EASTERN ECONOMIST 


May 14, 1971 


INVITATION TO INDUSTRIALISTS 

Establish Industries in 

HIMACHAL 


FOLLOWING INCENTIVES ARE AVAILABLE 


1. LAND: 


2. FINANCE: 


3. BU5LDING MATERIAL: 


4. FEASIBILITY/PROJECT RlvPORTS: 


5. INSTALLATION OF GENERATING SETS: 


f>. SHARE CAPITAL: 


7. RELIEF: 


GOVERNMENT PURCHASE PROGRAMME 


Available against lease for 95 years. 

A^allable on easy terms and condilions, 

Priorily in the matter of controlled building material and special 
quotas for meeting the requirements etc. 

Government contribution to the extent of 75% of the cost of pre¬ 
paration of such reports in the case of selected industrial projects. 

Government help to meet the cost of Generating sets 'where trans¬ 
mission facilities not established, 20% as subsidy and 80% refunda¬ 
ble m equal installments. 

Underwriting up to 25% of the paid up capital. 

From incidence of taxes, duties, and rates like electricity tariff, 
^ales lax, purchase tax. octroi duty, freight charges for Small Scale 
Industries. 

5;\, price preference for products of large and medium scale industries 
and 17i% for Small Scale Industries. 


For details please contact: 

Director of Industries, 
Himachal Pradesh,\Simla-4. 
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showed that consolidated net income 
rose to ek i^ord $ 8S.2 million against 
$74.5 inilliQO earned in 1969. Total 
consolidated revenues increased to 
$1.31 million from $1.17 million while 
total consolidated assets rose to $4.66 
billion at year end compared with 
$4.15 billion in 1969. Mr Clark stated 
that total travellers cheques outstand¬ 
ing at year end 1970 amounted to more 
than $827 million as against $ 757 
million last year. American Express 
card membership continued to show 
substantial growth with more than 3.5 
million holders at year end. 

JAY SHREE TEA 

Jay Shree Tea and Industries Ltd earn¬ 
ed a gross profit of Rs 1.65 ctores for 
1970 against Rs 1,02 crores for the 
prcvioxivS year, an increase of 31 per cent. 
Its sales have increased to Rs 9.83 
crores from Rs 8.65 crores. The direc¬ 
tors have proposed a higher equity di¬ 
vidend of 11 per cent against 10 per cent 
paid for the previous year. The com¬ 
pany's net profit amounted to Rs 58.05 
Jafchs against Rs 30.06 lakhs, after pro¬ 
viding Rs 41.04 lakhs for depreciation, 
Rs 58.50 lakhs for taxation, Rs 4.68 
lakhs for development rebate reserve and 
Rs 2.75 lakhs for development rebate 
allowance. The preference dividend will 
absorb Rs 5.03 laklis. A sum of Rs 53.04 
lakhs has been transferred to the gene¬ 
ral reserve out of which the proposed 
dividend amounting to Rs 18.04 Jakhs 
is to be paid. The crop during the year 
was around 9.86 million kg against 
8.26 million kg. Sales also increased to 
Rs 9.83 crores from Rs 8.65 crores a 
year before. 

SIEMENS 

The recent public issue of shares by 
Siemens India Ltd was oversubscribed 
by about 19 times, the company re¬ 
ceiving 43,000 applications. The mana¬ 
gement has now finalised the basis 
of allotment of shares according to 
which lots have been drawn in respect of 
applications for 50 shares to 450 shares 
and each successful applicant will be 
allotcd 25 shares. The allotment will be 
on the following basis, the numbers in 
brackets standing for shares applied for: 
(50) 20 out of 100, (100) 32 out of 100, 
(150) 40 out 100, (200) 50 out of 100, 
(250) 60 out of 100, (300 to 450) 80 out 
of 100. A firm allotment will be made 
in respect of applications for more 
than 500 shares on the following basis, 
the number of shares allotted l^ing in 
brackets; 500 to 600 (25); 650 to 1,150 
(50); 1200 to 1950 (75); 2,000 to 2,450 
(100); 2,500 to 2,950 (125); 3,000 to 

3.950 (150); 4,000 to 4,950 (200); 5,000 

5.950 (250); 6,000 to 7,7450 (300); 
7,500 to 9,750 (350); 9,800 to 11,950 
(400); 12,000 to 15,000 (450); 20,000 
(600); 30,000 (900); 40,000 (1,200); 
50.000 (1,500); 62,000 (1,900); 1,00,000 
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(3,000); 1,25,000 (3,750) and 250,000 
(7,500). 

SANDVK ASIA 

The pre-tax profit of Sandvik Asia 
Ltd. for the period of nine months 
ended December 31, 1970, has amoun¬ 
ted to Rs 87.94 lakhs against Rs 68.82 
lakhs for the year ended March 31, 
1970. Its sales have amounted to Rs 
4.31 crores against Rs 4.79 crores. The 
directors have already proposed an 
equity dividend of Rs 12 per share for 
the period of nine months, the same as 
that paid for the year 1969-70. They 
have also recommended an issue of 
bonus shares in the ratio of one share 
for every five shares held. The com¬ 
pany’s net profit amounts to Rs 36.03 
lakhs against Rs 22.82 lakhs after pro¬ 
viding Rs 51 lakhs for taxation and R.s 
90,000 for development rebate reserve. 
The company’s exports during the 
period under review totalled Rs 15.70 
lakhs. The company expects to in¬ 
crease further its exports in the current 
year. 

CAMPHOR RALLIED PRODUCTS 

Camphor and Allied Products Ltd has 
recorded an increase in gross profit for 
1970 to Rs 68.63 lakhs from Rs 54.13 
lakhs for the previous year in line with 
the rise in turnover to Rs 2.52 crores 
from Rs 1.98 crores. The directors have 
proposed to maintain an equity divi¬ 
dend of Rs 12 per share on higher 
capital resulting from the 1:5 bonus 
issue. The improved results follow an 
increase in the production of camphor 
from 571 tonnes to 636 tonnes. The 
production of other products has also 
registered an increase of 15 per cent. 
The sales of by-products and new chemi¬ 
cals aggregated Rs 73 lakhs compared 
with Rs 48 lakhs in the previous year. 
The company has made some progress 
in respect of its terpene chemical pro¬ 
ject and is likely to start production dur¬ 
ing the third quarter of this ycar, 

MADRAS A1A)MJN1UM 

Net sales of aluminium products of 
Madras Aluminium Co. Ltd, for the year 
ended December 31, 1970, increased 
to Rs 6.69 crores lioni Rs 6.08 croics 
in the previous year while those of inter¬ 
mediary products jumped to Rs 49.02 
lakhs from Rs 29.56 lakhs. There was a 
marginal decrease of 84 tonnes in pro¬ 
duction compared with that for the pre¬ 
vious year due to the non-availability of 
carbon lining material in lime as a result 
of delays in the issuance of import li¬ 
cences. During the year 1970 a num¬ 
ber of furnaces had to remain idle. The 
net profit of the company for the year 
under review has increase to Rs 1.63 
crores from Rs 1.19 crores in the year 
before, after providing Rs 1.13 crores 
for dcpreciauon. After adding to the 
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net profit the amount brought in from 
the previous year of Rs 1.37 lefchs and 
the excess provision made for payment 
of dividend equal to Rs 30,081, the 
amount available for ap^opriation 
comes to Rs 1.65 crores. The appro¬ 
priations include Rs 88,072 as income- 
tax paid and Rs 96 lakhs for develop¬ 
ment rebate reserve. The preference 
dividend required Rs 13.95 lakhs. The 
dividend on equity shares which has 
been maintained at 12 per cent subject 
to tax absorbed Rs 54 lakhs, leaving 
Rs 10,273 to be carried forward. The 
directors of the company are negotiat¬ 
ing with the IDBl in regard to the terms 
of the loan and guarantee to be sanc¬ 
tioned by the financial houses. 

NATIONAL TOBACCO 

The directors of National Tobacco 
Company of India Ltd have decided 
to raise the ordinary dividend to 10 per 
cent for 1970 from nine per cent paid 
previously. 


JAY SHREE TEA Sc INDUSTRIES 
LTD. 

NOTICE 

NOTICE is hereby given that the 
Twentyfifth Annual General Meeting 
of the Shareholders of this Company 
will be held on 25th June, 1971 at 3.30 
P.M. at Hotel Hindustan International, 
235/1, Acharya Jagadish Bose Road, 
Calcutta and its agenda has bcen/will 
be duly circulated to all the Members 
of the Company in time along with the 
relevant explanatory statement thereon. 

NOTICE is also hereby given that if 
due to lack of quorum the above mccl- 
ing stands adjourned for a week to be 
held at the same time as provided for in 
Section 174(4) of the Companies Act, 
llie adjourned meeting will take 
place at the Head Office of the Company 
at New Link Road, Jhandcwalan T'.xtn., 
New l)elhi-55. 

The Equity Share Iranslcr Registers 
(Registers of Members) will remain 
closed from 15th June 1971 to 25th 
June, 1971 both days inclusive for the 
purpose of payment of dividend. 

BY ORDER OFTHE BOARD 
For JAY SHREE TEA <& INDUS¬ 
TRIES LIMITED, 

B.P. Kedia, 
President. 

REGISTERED OFFICE: 

‘Industry House” 

10, Camac Street. 

Calcutta-17, 

Dated, the 6th May, 1971. 
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COMPANY MEETING 

INDUSTRIAL CABLES (INDIA) LIMITED 

RAJPURA (PUNJAB) 

Speech of the Chairman 
CH. RAGHVENDRA SINGH 

The following is the text of the speech delivered by Ch, Raghvendra 
Singh, Chairman, Indnstiial Cables (India) Ltd. at the Idth Annual 
General Meeting of the Company held at its Registered Office at 
Rajpura on the 30th April, 1971. 


FnciicK, 

U gives me great pleasure to extend to 
you all a warm and cordial welcome to 
this meeting. The A.nnual Report and 
Audited Balance Sheet have been with 
you for some time and, with your per¬ 
mission, 1 lake them as read. 

The sales lor the year, under report, 
were Rs. 274 lakhs against Rs. 258 
lakhs of the previous year. The gross 
profit was Rs. 24.31 lakhs against Rs. 
17,96 lakhs in the previous year. The 
net profit, aflei providing for deprecia¬ 
tion and development rebate, was Rs. 
6.34 lakhs. The provision tor tax 
amounts to Rs. 0.60 lakhs. The balance 
of Rs. 5.74 lakhs has been transferred 
to General Reserve. 

Your Directors ha\e recommended 
that the dividend on equity shares 
should be maintained at 10^,; as 
hitherto. 

The recent cicctkms have stabilised 
conditions lor rapid growth and de¬ 
velopment of the economy. Industrial 
development depends cii the proper 
creation of infraslruclurc. A great 
deal has been done in this direction in 
the past but certain imbalances have 
become visible of late. I refer here to 
the acute shortage ol* power in many 
parts of tlie country leading to irregu¬ 
lar supply besides substantial cuts 
The conditions were particularly bad 
in Punjab and Har>ana. The economy 
of these Stales has been built up from 
scratch, so to say, with a great deal 
of initiative, courage aiul toil. It is 
now rn leopardy because of powci shor¬ 
tage The situation needs early aug- 
nienuition of sources of supply. 

the Cable Industry in these areas 
has sufl’ered m two ways. I he existing 
level of production has been afleeted 
by irregular supply and power cuts lead¬ 
ing to slower growth than anticipated. 
The demand for Cables, which is an 
index of power consumption is not 
registering the rise that was expected. 

The units, in the Industry, with pre¬ 
dominant facilities for manufacture 
of PILC Cables are faced with several 
problems of readjustment as a result 
of change-over to PVC Cables. They 
need sympathetic treatment from many 
agencies within the Government. 

The industry has also faced consider¬ 


able shortages in raw materials. Lead* 
Steel and Aluminium may be particu¬ 
larly mentioned. 

But for these ditticulties the progress 
on the prodiiclion side would have been 
much greater than was registered during 
the last year. Despite this, the sales 
have recorded a small increasc.Thc 
export performance has helped in this 
direction. It was possible to export 
cables worth Rs. 92 lakhs during the 
year ending 31st Oct., 1970 as against 
flic last year’s figure of Rs. J2.89 
lakhs. The export effort is 34% of the 
total turnover. 'Fhis is indeed a com¬ 
mendable achievement. Your company 
was awarded the Certificate of Merit 
for outstanding export performance. It 
may he mentioned, with pride, that 
your Company is the largest exporter of 
engineering good^ from the Punjab. 7'he 
export performance for the year 1970-71 
will be equally encouraging. The fact 
that repeat orders are being placed on 
your C ompany from abroad is an indi¬ 
cation ofthc excellence of the quality of 
Its products. 

Your company has naturally been 
devoting considerable thinking to fur¬ 
ther expansion and diversilication. One 
of the vchcmcs is to insta! some more 
equipment in (he PVC line to balance it 
for achieving better quality than hither¬ 
to. A scheme is ready of establishing 
a Steel Wire and Galvanising Plant. 
It is likely that the Company may also 
maniifacUirc, in the near future, gro¬ 
oved contact Wire for the Railways. 
Some more schemes for diversilication 
into renuMieraioe lines are also being 
worked onl and shall be ready shortly. 

In addition, the need for rapid de¬ 
velopment of indigenous technology 
i>r manuradiire requires that your 
Company should undertake some re¬ 
search projecis designed to improve 
quality still fiirihei and to substitute 
imported raw materials by indigenous 
counterparts. The scheme for research 
is under preparation. Suitable steps 
for Its implementation sha^l be taken 
as soon as it is ready. 

A few problems may; be mentioned 
here as they aH'cet the ’economics of 
your company. 

Wc have some problems on Octroi 
and price preference. We have drawn 
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the attention of Punjab Government to 
them. We have no doubt thai a favour¬ 
able view will be taken on them. Wc 
are requesting the Government of 
Punjab for an early decision.^ 

One of our persistent problems, due 
lO change of policy of Government 
of India, is to keep occupied our well 
provided plant for PILC Cables. Some 
capacity has been utilised for export but 
that is not enough. A large amount of 
foreign exchange has been spent on this 
plant. With slight balancing, it is capa¬ 
ble of manufacturing telephone cables! 
TJie manufacture of these cables is 
reserved for the public sector. We 
could have understood this had India 
been self-suflicjent in these cables. As 
it is, India is a net importer of telephone 
cables. It is pre-eminently a case 
which requires rethinking on the part 
of Governmenl. Together the PILC 
manufacturers and Government, can 
lind mutually beneficial solution to 
ihj^ problem in a pragmatic spirit 
which will incidentally benefit the 
country considerably. 

I would like, in the end to thank, 
on my behalf and that of the Company, 
Industrial Finance Corporation, ICIC, 
Punjab P*inancial Corporation, the 
State Bank of Patiala, the Punjab 
Government and Government of India 
for their cooperation and helpful atti¬ 
tude. I hope that we will continue to 
deserve their consideration in the future 
also. 

I am indebted to my colleagues on 
the Board of Directors and to our 
energetic officers, other members of 
the staff and workers for their hard 
work and whole-hearted cooperation. 

Our thanks are also due to our es¬ 
teemed customers, including M/s. 
Razno Import of the USSR, the State 
Electricity Boards and the DGS&D 
for their patronage. 

Note\ Th’s does not purport to be a 
record of the proceedings of the 
Annual General Meeting. 
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In an intnrvinw iwith Or* Oisala Bonn, notad Oarman TV wrilar, India's 
Prima MinIstar Indira /Gandhi answorad cruoial quastions on a variad 
ranga of aubfacts-^tha avantful yaara of har childhood, har maior 
pollciaa and tha broader intarnational laauaa of paaca and co-axiatanca. 
This ifitarviaw was shown on Gorman TV and tha full transcript was 
publlshad by GERMAN NEWS. Hara ara soma axcarpts: 


Whst do yoa tblak are Isdia's most 
urgent rcqnlreaieats ? 

The most ur^nt requirement. .is to get 
rid of this very deep poverty and 
economic Isackwardness... It*s some¬ 
thing that will take a long time, and 
theretore our method is to try and 
reduce the disparities between t^ple. 
So far when we made our programmes 
we found that although the programmes 
are meant for everybody, those who had 
property could take more advantage of 
them, ^erefore they became richer, 
and this increased the disparity. 

Do you think you could achieve these 
programmes 1^ democracy...? 

1 am deeply committed to democracy, 
because... nothing can be done with¬ 
out the full support of the people... and 
I think, only democracy can make them 
feel involved. 


When did you become interested In 
polities and think of u political career ? 
Well, the two things are quite separate. 
I think there was no time when I was 
not interested in politics* but never as 
a career... There are times in the life of 
a nation when something has to be 
done. And when we were not free, you 
just had to be in the freedom struggle 
because you couldn't be an artist or a 
writer or anything properly in that 
situation. Today the situation is the 
same. Unless there is peace in the 
country and...a change in society which 
gives India a place in the modern 
world, which helps her people to make 
use of new knowledge, we can't build the 
sort of life thut any individual would 
like... 


Tha lull laxt af thia Intarvlaar 
appaarad In GfJtUAM NCWS, a 
foitnluhtly magailna publlshad by 
Uia Garman embassy In Naw Dalhi 
If yau aia intamalad ta rtcalva 
tha GCfIMAN ifIWS ragiNarfy, 
plaaaa Gif In and miM tha caupon 
la: eaWaw Of tha Padatal 
Baputdlc af Garmany. 

F.O. Gax Naw Oalhh 


-Cut hsrs-- 


- ! 

11 woirid Uks to ratslva ths GERMAN NEWS 
I regularly. I undsfstsnd that I wilt rscsivs ths 
! first four Isauss fras of coat. Annual aubacrfptlon 
I (Postal Ordar) la Rs. E. P ^ 

I (Name) -- - - .- - - * - 

I (Streat/Hauta No.) 

J (TownfStatd) — .. 


.Out hart——————— 
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RECORDS AND STATISTICS 


EASTERN ECONOMIST 


myHisfn 


Pattern of Issued Currenqr 


A FACTUAL analysis of the changing 
pattern of issued currency during a 
period of 31 years is presented in the 
February Bulletin of the Reserve Bank 
of India and it is reproduced below. 

The period*is subdivided, to facili* 
tate analysis, in three main groi^, 
namely, the war and pre-partition period 
1939 to 1947, the pre-planning period 
1947 to 1951 and flve-ycaj; Plan periods 


*The data for the years, ended March 
1939 to 1948 are not strictly comparable 
with those of later years as they relate to 
undivided India and those from 1948-49 on¬ 
wards to the Indian Union. 


commencing from 1951 to 1966. Sub¬ 
sequently the year 1969 is taken as it 
coincides with the conunencement of 
the fourth Plan and also 1970 being the 
latest year for which data are available. 
It may be observed that the aggregate 
issued currency during the period of 31 
years rose about 17 times fromRs 250 
crores in 1939 to Rs 4248 crores in the 
year ended March 1970. The aggregate 
currency rose by over six times during 
the war and pre-partition years 1939 to 
1947, sharp rises beiu mainly in the 
years 1941, 1942 and 1^3 when issued 
currency recorded increases of as much 
as 50 per cent, 63 per cent and 47 per 


cent, respectively, over the preceding 
years. From 1948 to 1952 with the ex¬ 
ception of 1950 when it rose by 2.7 p«r 
cent fiver the previous year, the ag^ 
gate currency evinced declines ranipng 
between 1.5 per cent in 1951 and 8.1 
per cent in 1948. The subsequent years 
1953 to 1970 have recorded continuous 
increases ranging between 1.9 per cent 
(1953) and 9.8 per cent (1955): 

' Table I gives the currency issued, as 
at the close of selected years, nouped 
into small coins, rupee coin and notes. 

As the data relating to small coin and 
rupee coin prior to 1956 are worked 
out on the basis of absorption and re¬ 
turn figures published in the Currency 
Reports, they are taken as estimates. 
As at the end of 1939, it may be observ¬ 
ed that notes formed 93.4 per cent of 
the issued currency while rupee coin 
and small coins were estimated at 6.5 


TablqI 

CURRENCY ISSUED ; SMALL COINS, RUPEES COINS AND NOTES (SELECTED PERIODS) 


(Rs lakhs) 



.19.39 

1943 

1947 

1951 

1956 

1961 

1966 

1969 

1970* 

Small coins 

24 

23,43 

76.98 

75,85 

65,87 

71,08 

105,51 

118,54 

127,10 

Percentage to total 

0,1 

2.4 

4.9 

5.5 

3.9 

3.2 

3.3 

3.0 

3.0 

Rupee coinst 

16,31 

111,73 

167,67 

130,02 

137,16 

156,55 

198,90 

237,05 

247,93 

Percentage to total 

6.5 

11.5 

10.7 

9.5 

8.1 

7.0 

6.2 

6.1 

5.8 

Notes 

233,28 

833,50 

1326,00 

1161,16 

1480,79 

2002,94 

2897,21 

3542,41 

3873,19 

Percentage to total 

93.4 

86.1 

84.4 

84.9 

88.0 

89.8 

90.5 

90.9 

91.2 

Total 

Percentage rise or fall over the preceding 

249,83 

968,66 

1570,65 

1367,03 

1683,82 

2230,57 

3201,63 

3898,00 4248.22 

column 

•- 

-1-287.7 

+62.1 

—13.0 

+23.2 

+32.5 

+43.5 

+21.8 

+9.0 


11nclude one rupee notes excepting for 1939. 


Table II 

PROPORTION OF COINS AND NOTES OF VARIOUS DENOMINATIONS TO TOTAL ClARENCY 

(Percentage) 



1939 

1943 

1947 

1951 

1956 

1961 

1966 

1969 

1970 

Small coins 

0.1 

2.4 

4.9 

5.5 

3.9 

3.2 

3.3 

3.0 

3.0 

Rupee coins* 

6.5 

11.5 

10.7 

9.5 

8.1 

7.0 

6.2 

6.1 

5.8 

Rs 2 notes 

— 

0.6 

2.1 

1.9 

1.9 

1.7 

1.3 

1.5 

1.5 

Rs 5 notes 

18.3 

14.7 

12.4 

11.5 

10.5 

9.1 

7 9 

7.0 

7.0 

Rs 10 notes 

39.3 

31.3 

35.5 

34.9 

36.2 

36.5 

39.2 

34.6 

34.4 

Rs 100 notes 

30.2 

30.1 

34.4 

36.6 

35.1 

38.8 

39.9 

45.8 

46.6 

Rs 1,000 notes 

5.5 

9.4 


— 

3.3 

2.4 

1.4 

1.3 

1.2 

Rs 5,000 notes 

— 

— 

— 


0.6 

0.7 

0.6 

0.5 

0.3 

Rs 10,000 notes 

— 

— 

— 

* 

0.4 

0.5 

0.2 

0.2 

O.I 


100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 


I ' 11— II I i 


•include one rbpee notes excepting for 1939, 


KjiyHmi 

cent &d 0.1 p«r omt, respeciivdy. 

oring the eig^t-ycar peritm' coded 
l j>47> these proportions undemeot sig¬ 
nificant changes in that, the inroportions 
of small coin and coin rose while 
that of the notes declined. But during 
the years from 1951 to 1970, the pr<^r- 
tion of paper currency again rose from 
84.9 to 91.2 while the proportion of 
small coin and rupee coin declined, res¬ 
pectively, from 5.5 per cent to 3 per 
cent and from 9.5 per cent to 5.8 per 
cent. 

Table 11 gives proportions of various 
denominations to the total currency in 
addition to that of small coin and rupee 
coin. 

It may be observed that the two rupee 
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notes tvhich were fint issued in 
1943 nrare popular |ill 1947 but 
their proportion declined therea¬ 
fter. The popularity of five rupee 
notes has been on . the decline 
throughout the period, the proportion 
decliningfrom 18.3 per cent in 1939 to 
sevenper cent in 1970. The most popu¬ 
lar denomination in 1939 was 10 rupee 
note which formed 39.3 per cent of the 
aggregate issued currency. The propor¬ 
tion declined sharply to 30.1 per cent 
by 1945, but rose steadily again to 42.7 
pw cent by 1965 to decline again to 34.4 
per cent by 1970. On the other hand, 
it may be observed that the Rs 100 
note has been generally gaining popu¬ 
larity, though initially its proporuon 
declined from 30.2 per cent in 1939 to 
27.9 per cent in 1941 since when it has 
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risen to form 46.6 per cent in the year 
1970. 

The higher denomination notes R$ 
500, Rs 1,000, and Rs 10,000 ware de¬ 
monetised in January 1946. In April 19S4 
new high denomination notes of 
Rs 1,000 and Rs 10,000 were reintro¬ 
duced and a new high denomination 
note of Rs 5,000 was also introduced. 
The proportion of Rs 1,000 notes rose 
from 5.5 per cent in 1939 to 8.0 per 
cent by 1945, the last year prior to 
demonetisation. After their reintroduc¬ 
tion in 1954 the proportion rose from 
2.3 per cent in 1954 (end-December) 
to 3.5 per cent by 1957 (end-March), 
but there-afler it declined to 1.2 per 
cent by 1970. A more or less similar 
trend was witnessed in respect of Rs 
5,000 and Rs 10,000 notes. 


Table 111 

DENOMINATIONAL PATTERN OF ISSUED CURRENCY (1939-1970) 


(Rupees lakh-s) 



1939 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

1949 

Small coins 

24 

2,45 

6,73 

11,79 

23,43 

41.89 

61,09 

71.07 

76,98 

80,97 

81,21 

Percentage to total 

0.1 

0.9 

1.7 

1.8 

2.4 

3.5 

4.3 

4.8 

4.9 

5.6 

6.0 

One Rupee coin 

16,31 

26.39 

59,62 

66,80 

111,73 

137,33 

147.38 

165,73 

167,67 

I55,.33 

151,00 

Percentage to total 

6.5 

9.8 

14.7 

10.1 

11.5 

11.6 

10.4 

11.11 

10.7 

10.8 

11.2 

Rupees 2 

— 

— 

— 

—■ 

5,56 

9,73 

14,45 

25,42 

33,09 

29.21 

26,62 

Percentage to total 

— 

— 

— 

— 

0.6 

0.8 

1.0 

1.7 

2.1 

2.0 

2.0 

Rupees 5 

45,63 

45,03 

62,23 

106.74 

142,48 

148,80 

153,87 

197,09 

195.10 

180,53 

179,91 

Percentage to total 

18.3 

16.7 

15.4 

16.2 

14.7 

12.6 

10.9 

13.2 

12.4 

12.5 

13.3 

Rupees 10 

98,29 

97,83 

134,89 

218,21 

302.93 

363,38 

425,37 

545,40 

5.57,70 

533,23 

486,42 

Percentage to total 

39.3 

36.3 

33.3 

33.0 

31.3 

30.7 

30.1 

36.5 

35.5 

.36.9 

36.0 

Rupees 100 

75,57 

80,44 

li3,13 

202,82 

291,54 

382,51 

495,84 ' 

488,71 

540,11 

494,29 

425,91 

Percentage to total 

30.2 

29.8 

27.9 

30.7 

30.1 

32.3 

35.1 

32.7 

34.4 

32.2 

31.50 

Rupees 1,000 

13,79 

17,64 

28,20 

54,07 

90,99 

100,93 

113,37 

“ 

— 

— 

__ 

Percentage to lotal 

5.5 

6.5 

7.0 

8.2 

9.4 

8.5 

8.0 

— 

— 

— 

— 

Rupees 5,000 

— 

— 

— 

— 

— 

— 

— 

— 

— 

—- 

— 

Percentage to total 

— 

— 

— 

— 

— 

— 

— 

— 

— 


— 

Rupees 10,000 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

Percentage to total 

— 

— 

— 

— 


— 



— 

— 

— 

Total ;249,83 269,78 404,80 660,43 < 

Percentage rise or fall over* 

the preceding year .. 8.0 50.0 63.1 

)68,66 1184,57 1411,.37 1493,42 1570.65 

46.7 15.5 19.1 5 8 5.2 

144.3,56 

—8.1 

1.351,07 

—6.4 


. (Contd.) 

Notes: (1) The data for small coins and rupee coins me as at end of March. For notes the data relate Io position as 
at end-December up to 1955 and for later years as at end of March. (2) Data on small coins are inclusive of figures 
for Burma up to January 1942. Figures of notes include Burma notes up to 1941. (3) In compiling the statement old Rs I, Rs 2l, 
Rs 20. Rs 50 and Rs 500 notes and adjustments in respect of i nter-office remittances are not taken into account. (4) Figures arc 
inclusive of Rs 43 croies of India notes retired from Pakistan from March 1950. (5) One rupee coins up to ,1945 relate to esti¬ 

mates of rupee coins in circulation. One rupee coins include one nqiee notes issued from July 1940. (6) Figures of rupee 
ccan for 1970 are inclusive of Mahatma Gandhi Centenary Ten Rupee coins amounting to Rs 113 lakhs and (7) Figures of 
Rjj 10,000 notes (demonetised from January 12, 1946) up to 1946, which were mainly u»d by banks for making large 
aiiyusting payments, have been excluded. 
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DENOMINATIONAL PATTERN OF ISSUED CURRENCY (1939-1970)--(Coii/rf.) ’ 


(Rupees laklts) 



1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

Small coins 

79,05 

75.85 

72,80 

68,71 

65.54 

64,40 

65,87 

66,24 

66,94 

• 

66,66 

6845 

Percentage lo total 

5.7 

5.5 

5.5 

5.1 

4.6 

4.2 

3.9 

3.8 

3.8 

3.5 

3.3 

One Rupc^toin 

132,61 

130.02 

125.45 

119,71 

117,92 

112.98 

137,16 

117.88 

116,99 

121,42 

131,22 

Percentage to total 

9.6 

9.5 

9.6 

9.0 

8.4 

7.3 

8.1 

6.8 

6.6 

6.4 

6.3 

Rupees 2 

25,15 

25,43 

23.43 

24,85 

26.52 

28.66 

31,92 

30.66 

30,38 

32,47 

36,87 

Pcrcentoge to total 

1.8 

1.9 

j.8 

1.9 

1.9 

1.8 

1.9 

1.8 

.1.7 

1.7 

1.8 

Rupees 5 

166,03 

157,41 

141.20 

144.72 

150,57 

159.36 

176,76 

168,12 

164,37 

169.67 

184,85 

Percentage to total 

12.0 

11.5 

10.8 

10.8 

10.7 

10.3 

10.5 

9.7 

9.2 

8.9 

8.9 

Rupees 10 

483,87 

477,42 

461,64 

484,41 

511.50 

562,89 

609,88 

632,23 

645,58 

668,21 

729,10 

Percentage to total 

34.9 

34.9 

35.2 

36.2 

36.2 

36.3 

36.2 

36.5 

36.3 

35.0 

35.2 

Rupees 100 

500,98 

500,90 

487,49 

494,21 

502,02 

550.05 

591,00 

640,.U 

688,30 

784,92 

841,42 

Percentage to total 

36.1 

36.6 

37.2 

37.0 

35.5 

35.5 

35.1 

37.0 

38.7 

41.1 

40.6 

Rupees 1000 





32,06 

56,37 

55,17 

61,02 

48,77 

48,97 

5420 

Percentage to totiil 





2.3 

3.6 

3.3 

3.5 

2.7 

2.6 


Rupees 5,000 



.. 


5,04 

9,85 

9,78 

10,00 

10»01 

12,» 


Percentage to total 





0.4 

0.6 

0.6 

0.6 


.0.1' 

... 0.6 

Rupees 10,000 





1.01 

5,81 

6,28 

6,41 

6 ,‘»’i 


^1(143,07 

Percentage to total 





0.1 

0.4 

0.4 

0.4 

0.4 

0^ 

|:l* 0.6 

Total 1387,69 

Percentage rise or fall over 
the preceding, year 2.7 

1367,03 

—1.5 

1312,01 

-4.0 

1336,61 

1.9 

1412,18 

5.7 

1550,37 1683,82 

9.8 8.6 

1732,90 

2.9 

1777,72 

2.6 

1911,31 

7.5 

2069,92 

8.3 


DENOMINATIONAL PATTERN OF ISSUED CURRENCY (1939-1970)—(Co«r</.) 


(Rupees lakhs) 





1961 

■ « 

1962 1963 1964 1965 1966 1967 1968 1969 1970 


SnisUi coins 
Percentage to total 
One Rupee coin 
Percentage to total 
Rupees 2 

Percentage to total 
Rupees 5 

Percentage to total 
Rupees 10 
Pcrcetuage to total 
Rupees too 
Percentage to total 
Rupees 10(X) 

Percentage to total 
Rupees 5,000 
Percentage to total 
Rupees 10,(X)0 
Percentage to total 

Total 

Percemnge rise or fall over 
the preceding vear 


71,08 

78.36 

84.41 

90.30 

97.,44 

105,51 

112,51 

118,55 

118,54 

127,10 

3.2 

3.3 

3.4 

3.3 

3.3 

3.3 

3.3 

3.3 

3.0 

3.0 

156,55 

165.15 

171,17 

183,55 

194,33 

198,90 

214,52 

213,68 

237,05 

247,93 

7.0 

7.0 

6.8 

6.7 

6.6 

6.2 

6.3 

6.0 

6.1 

5.8 

37,83 

37,38 

37.65 

38,00 

49,10 

43,19 

41,76 

47,70 

57,06 

65,55 

1.7 

1.6 

1.5 

1.4 

1.7 

1.3 

1.2 

1.3 

1.5 

1.5 

203.40 

201,71 

212.80 

229,16 

271,18 

253.42. 

262,44 

258,08 

271,79 

296,41 

9.1 

8.6 

8.5 

8.3 

9.2 

7.9 

7.7 

7.2 

7.0 

7.0 

814,40 

840,42 

930,79 

1030,82 

1256,57 

1254.93 

1310,34 

•1323,23 

1348,76 

1462,57 

36.5 

35.8 

37.3 

37.4 

42.7 

39.2 

38.6 

* 37.0 

34.6 

34.4 

864,73 

932,91 

999.51 

1109,33 

1000.61 

1276,19 

1372,40 

1537,77 

1786,47 

1978,57 

3X.8 

3‘V7 

39.8 

40.3 

34.0 

39.9 

40.4 

43.0 

45.8 

46.6 

54,31 

62.82 

48.95 

50.29 

39,79 

45.70 

54,13 

45,71 

51;59 

50,50 

2.4 

2.7 

1.9 

1.8 

1.4 

1.4 

1.6 

1.3 

1.3 

i.2 

16.18 

21.73 

12.44 

14,34 

23,22 

17.76 

20,01 

24.99 

19,01 

13,31 

0.7 

0 9 

0.5 

0.5 

0.8 

0.6 

0.6 

OJ 

0.5 

0.3 

12.09 
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WrnESHV MORNING NBC TAKES 
GOOD LOOK AT^YOUB FUTURE 



,'NRC goes about its daily business with one 
eye riveted to your future.. .anticipating today 
* tne demands of tomorrow, raising questions 
now to find answers then, learning well the 
Nnes to play better the role. And all this, with 
the help of research — the proud, strong arm 
Uuit supports every NRC Venture, that perfects 


every process chemical, that helps make rayoi't'^' 
relevant to yqur future worl^ To deliver an ,|t, 
improved product, to driw forward with the 
country’s progress, to pay heedpN|||elt need: 
yes. more than the achievenieiits CTFihc past,^ 
NRC is preoccupied with the promise of ihe*^ 
future 


eW^aT MOUSE. BRUCE STREET, BOMBATI. 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 
with 



^raoflDifaniiJJKS) 


EXTRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties — you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 
Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to. 

HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works. Rtnukoot, U.P 
. Offices: BOMBAY 

OELHUCALCUTTAMAORAS 
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Expenditure Tax : An Assessment 
—S. Venu . 883 


THE EXPANDING 

SOCIALISTIC CROWN 

SI ' 

The taking over of the managements of general insurance companies by the go* 
vernment throi^h a presidential ordinance has extended further the dimensions 
of Mrs Gandhi's socialistic crown and, as the process of implementing the ten- 
point programme of the election manifesto of the ruling party continues, there is 
every danger of the head being lost in the head-gear. In terms of the net addition 
to the revenues of the central exchequer, the take-over 6f general insurance is not 
going to be much of again. An attempt is, however, being made to show that 
the state take-over of general insurance was unavoidable in the wake of the success 
of the ruling Congress party in the recent elections. 


Entrepreneunhip and Industrialisation 

—R. Subramanian 

Our Export Prospects—Dr S. Hari- 
haran . 

Scientific Store-Keeping 

—L. Guru Rao & Prakash Chandra 
Sahu . 


The general insurance companies (numbering more than 100 and command, 
ing gross assets of the value of Rs 240 crores) had tried to impress upon the 

f tovernment through a number of memoranda that general insurance was basicat- 
y diOerent from life insurance and that it was a complex business needing more 
personal care and attention than was possible for any government undertaking to 
ensure. All such pleas have fallen on deaf ears. )t is possible that the foUow-up 
measures in the present case as in the case of the banks would be long in coming 
890 and would hamper the efficient rurming of the nationalised companies. 


WINDOW ON THE WORLD .. 893 

European Technologfcai Cooperation :il 
TRADE WINDS . 896 


In sharp contrast to the institution of a gigantic organisation such as the Life 
Insurance Corporation (LIC) after the state takc*over of life insurance companies 
in 1956, the decision has been taken to institute four public sector corporations for 
running general insurance. 


Planning Commission; General Insu¬ 
rance Takeover; Banned List Scrapped; 
Output of Chemicals; Bulfer Stock of 
Foodgrains; Railways Expand Capa¬ 
city ; Soviet Minister in Delhi; Air- 
India—EOAC Accord; Cable Ex¬ 
port; India at Swedish Fair; Licensing 
Simplihed; Tax Procedure Resised; 
Silk Delegation for Moscow; Indo- 
UAR Trade; Branch of Syndicate 
Bank; National Labour Institute; 
Loan for Jammu and Kashmir; Deve¬ 
lopment Technology; 

COMPANY AFFAIRS 

Bihar Alloy Steels; Sterling General 
Insurance; Hindustan Breweries; Je- 
sons Electronics; Jagatjil Industries: 
Bharat Commerce; Capital and Bonus 
lasdUs; Licences and Letters of Intent. 

COMPANY MEETING 
Hindustan Lever Ltd. 

RECORDS AND STATISTICS 
General Insurance Nationalised. 
AIMO Annual Session. 


ANNUAL SUBSCRIPTION 

INLAND ; Rs.«S.OO 
FOREIGN ; £7-0«ortl7-«0 
Ahmaii A AdvwiiMmem Rates 
Enquiry. '' 
REOISTFRED OFFICE 

UCO Bank Building. P. Box 34, 
Parliament Street, New Delhi-I 


Ostensibly this is being done in order to promote competition between ‘ 
a number of units and thereby ensure improved service to the consumer. The 
spirit of competition nodoubtishealthy in any business, but in the present case 
the consumer will have a choice only between tweedledum and tweedledee as all 
the four public sector corporations—if past experience of such institutions is 
any guide—are likely to be run on bureaucratic lines. 

In the case of the nationalisation of life insurance sizeable accumulated funds 
had fallen in the lap of the government but in the present case no such funds 
would be available to it. At the most, the take-over of general insurance would 
provide an additional two to three crores of rupees every year to the government. 
In other words, the plea that nationalisation of general insurance would add subs¬ 
tantially to the resources of the government does not hold at all. Besides delays 
in the settlement of claims, the cost of general insurance after nationalisation is 
900 likely to increase. In the case of the LIC, it has been conclusively proved that na¬ 
tionalisation docs not result in any reduction in costs. 

A peculiar feature of general insurance is that it is directly linked to the 
flow of foreign private capital. The non-Indian insurers cater to the needs of 
foreign investors who have a preference for their own insurers with whom they 
have dealings for their world-wide insurance transactions. The non-Indian in¬ 
surers in our country provided a measure of confidence and security to foreign pri- 
vate capital which has continued to flow into our country year after year. 

The protagonists of the nationalisation of general insurance bemoaned the 
* loss of foreign exchange due to reinsurance of risks with foreign companies. How¬ 
ever, even after the state take-ovei of this industry, reinsurance with foreign 
insurers of certain risks in such industries as aviation and shipping will be un¬ 
avoidable. The outflow of foreign exchange on this account cannot be stopped 
because reinsurance premiiun is the price that has to be paid for reinsurance 
cover which in the event of a calamity yields foreign currency to reimburse the loss. 

All these arguments which were patently against the state take-over of general 
insurance have ignored by the government. It has obviously taken a political 
decision — a decision which shows utter disregard of its consequences to the econo¬ 
my. Does it follow thatthe thesis of mixed economy spelt out more than a decade 
ago by the Congress party is going to be thrown to the winds ? Those political " 
prophets who had predicted that, after its massive victory, Mrs Indira 
Gandhi’s government would tone down its socialistic policies have been proved 
wrong. Perhaps the corrupting influence of absolute power is too strong to be 
resisted. 
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Filling a Strategic Gap 


Onf of the reasons Tor the still rather 
unsatisfactur> pcrfcnniance of our ma¬ 
chine tool industry is undoubtedly the 
lack of availability of the right type of 
steel, in particular alloy-steel. Being a 
highly specialised field, involving soph¬ 
isticated technology, alloy steel is still 
not being produced in this country on a 
substantial scale. True, we have two 
public sector steel plants, as well as two 
private sector (one only partially en¬ 
gaged in alloy-making) units already in 
the field and, very soon, one more 
will be added to this family in the pri¬ 
vate sector, hut mainly because of 
the relatively poor pcrrormance of both 
the public sector units Ourgapur 
Alloy Steel Plant and Mysore Fron & 
Steel Ltd, Bhadravati- the country 
is not getting adequate supplies 
and has had to import large quan¬ 
tities. Had there been no restric¬ 
tion on imports, the total quantum of 
alloy steel imports would have been 
considerably larger. 

* 

Presently, our total demand for alloy 
steel is estimated at slightly over 400,000 
tonnes to be precise, 4,10,000 tonnes 
— a year. But in the next five years, i.c. 
by 1975-76, this is expected to go up 
to 5,92.000 tonnes and, by 1980-81, to 
the still higher figure of 8,56,000 tonnes. 
As against this, our present installed 
capacity is only 3,37,000 tonnes, while 
the actual production (in 1969-70) 
has been no more than 2,6I.(K)C tonnes. 
In 1969-70, we also imported 60,000 
tonnes of alloy steel and, as stated ear¬ 
lier, had there been no import restric¬ 
tions, this figure would certainly have 
been very much higher. Durgapur 
has no doubt a large installed capacity 
of 60,000 tonnes while Bhadravati's 
capacity is higher still at 77,000 tonnes, 
but neither of these two public sector 
projects has distinguished itself in the 
matter of production. On the other 
hand, although Mahindra-lJgine's 
(MUSCO) installed capacity is only 
18,000 tonnes, it actually produced a re¬ 
cord figure of 24,000 tonnes. Siniilarl>, 
ihe Ciuest Keen William's unit with a 
total capacity of 40,0(K) tonnes of diD’e- 
rent varieties of steel like mild steel, 
etc., produced 18,000 tonnes of alloy 
steel. The installed capacity of the pro¬ 
posed new unit of the Birlas —Bihar 

Alloy Steels Ltd . is 40,000 tonnes 

(36,000 tonnes of alloy constructional 
steels and 4,000 tonnes of alloy tool 
steels and high speed tool steels) 
the highest among the private sector 
units. Considering the estimated shor¬ 
tage of one to 1.5 lakh tonnes of alloy 


steel per year, even this addition will 
leave the demand for alloy steel un- 

atisfied. There would thus appear to 
be urgent need both to license additional 
capacity and to allow expansion of the 
existing units. 

When the pressure on supplies of a 
vital raw material such as alloy steel 
is of this order, one would normally ex¬ 
pect the authorities in any country 
actually to run after parties interested 
in prixlucing it. But, alas, that has not 
been the case in this country. It is a sad 
reflection on the licensing authorities 
that, until recently, they chose simply 

sleep over applications for licences for 
making alloy steel. Take, for example, 
the case of even Bihar Alloy Steels 
which has a1 last received the green 
signal, /.c., after six years! The letter 
of intent for this project was given in 
1965 and the licence was issued in 1966. 
After receipt of the licence, the promo¬ 
ters made all the preparatory arrange¬ 
ments to enter the market, but they 
could not make further headway, as, 
unfortunately, their licences were not 
revalidated. Whether this was because 
of political wire-pulling or ideological 
pressure is immaterial. Anyway, it 
was not until July, 1970 that all the re¬ 
quisite licences of this undertaking were 
actually revalidated. Since then, it is 
noteworthy, it has also got clearance 
from the monopoly angle. It is only 
thereafter that fresh arrangements for 
imports, etc., could begin. Fortunately 
for the Birlas, their foreign collabora¬ 
tors and providers of external finance 
(French) were patient enough not only 
to wail but also to make available their 
services and resources as soon as the 
project received official approval. But 
we should not forget that to make those 
who are prepared to help us, especially 
foreign credit institutions, wait inde¬ 
finitely iliiis is not only impolite 
and unfair but also unwise. 

I'o turn now to a few salient features 
of the new alloy steel unit, which is an 
Indo-French Joint venture, Birlas in 
collaboration with SFAC (Societe des 
Forges ct Ateliers duCreusot) of France 
who have since merged with Com- 
pagnie des Ateliers ct Forges dc la Loire, 
to be jointly known as CREUSOT 
-LOIRE) have sponsored this project. 
The issued capital of Bihar Alloy Steels 
Ltd is eight crores of rupees (compris¬ 
ing 70,00,000 ordinary shares of Rs 10 
each—Rs 7 crores— and 1,00,000 pre¬ 
ference shares of Rs 100 each—rRs one 
crore). Of this, more than two crore 


rupees worth of shams have been subs* 
enbed by Birla Jute Manufacturing Co. 
Ltd, and various other cbmpanies of 
the promoters, so that the present issue 
is a little below six crores of rupees (Rs 
5.99crores). Creusot-Loire, Paris (the 
French collaborators) have been issued 
Rs 54 lakhs worth of equity shares 
which, by the way, represents the fee for 
their technical collaboration for 15 
years, while various financial inslitu* 
tions have taken up Rs 80 lakhs worth of 
equity shares, leaving only 36.50 lakh 
equity and 100,000 9-1/2 per cent prefe¬ 
rence shares for the forthcoming public 
issue. And even this has been wholly 
underwritten by leading financial insti- 
tuiions and prominent brokers. 

The entire project is estimated to cost 
Rs 24.32 crores which is being financed 
as follows: 

(Rs crores) 

Share capital 8.00 

Loans: 

(a) French dub credit 
~Rs 70.20 lakhs. 

(b) Long-term foreign exchange 
loans from ICICI 

-™Rs 212.00 lakhs 2.82 

(c) Rupee loans from 
IDBT (Rs 450 lakhs), 

IFC(Rs 150 lakhs) 

ICICI (Rs 50 lakhs) 

Lie (Rs 150 lakhs) and 

Unit Trust (Rs 100 lakhs) 9.00 

(d) Long-term rupee loan 
from Birla Jute Mfg. Co. 

Ltd. 4.50 

24.32 


The project is not only fully assured of 
finances, thus, but is also ideally located 
as to raw materials, market for its pro¬ 
ducts and also infrastructure facilities. 

The plant is to be set up at Patraiu, 
about 20 miles from Ranchi, where 
there is a big thermal power station of 
the Bihar Electricity Board. The Heavy 
Machinery Building Industry in Ranchi, 
which is an important source of supply 
for steel scrap, is nearby. Bihar and 
West Bengal between them provide 85 
per cent of the country's total scrap 
steel supplies. Again, Bihar and Orissa 
manufacture ferro-chromc, fcrro-silicon 
and ferro-maganese, as also lime. Only 
ferro-tungsten and ferro-vanadium will 
have to be imported. The import 
content when the plant produces to 
capacity is placed at Rs 10.3 lakhs. 

Barring unforeseen circumstances, 
the plant is expected to go into 
production ' by the end of 1973 
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or early • 1974. Beginning with 
20.000 tonnes per year in the first 
year of production, the plant will 
reach its full capacity of 40.000 tonnes 
by the fourth year, when the company 
hopes to earn a gross profit of approxi¬ 
mately 35 per cent on its gross turnover 
of about Rs 18 crores. On this reckon¬ 
ing it should be possible for the com¬ 
pany to clear arrears of preference divi¬ 
dend even in the second year after going 


Any major policy decision of the 
Government of India today would be 
judged, as it ought to be, by applying 
the twin criteria of (i) whether it will or 
will not promote increased production, 
and (ii) whether it will or will not lead to 
stabilisation, if not lowering, of prices. 
It is not si'rprising, therefore, that 
presidential addresses of most industrial 
organisations lately have been laying 
particular stress on these aspects, if only 
to highlight the several obstacles that 
confront them to achieve the desired 
results expected of them. 

Take, for example, the pharmaceutical 
industry. The Planning Commission 
has estimated that the requirements of 
drugs in the country are likely to rise at 
an approximate rate of 13 per cent per 
annum. On this basis, it has been sug¬ 
gested that the industry would need 
capital investment during the current 
decade (1971-1981) of about Rs 250 
crores, that is, more or less the total 
value of the production of the industry 
today. So, the authorities would have 
to take note of both the industry’s 
need to expand its capacity, as also its 
need to find the capital investment there-: 
for and to ensure the timely availability 
of certain essential imported raw 
materials at reasonable prices. 
Otherwise it would be unfair to expect 
the industry to deliver the goods or to 
blame it for its inability to rise to the 
occasion. Against this background, 
perhaps, the presidential address of 
Brigadier B.S. Bhagat to the fifth an¬ 
nual general meeting of the Organisa¬ 
tion of Pharmaceutical Producers of 
India (OPPl),heId in Bombay recently, 
falls into proper focus. 

There are no two opinions in the 
country, be it in official circles or in 
business circles, about the need for our 
pharmaceutical industry to expand 
at the rate of some 15 per cent per an¬ 
num. If this must eventuate, said 
Brigadier Bhagat at the OPPl annual 
general meeting the other day, it must 
be allowed to expand its capacity. 
When lie said the industry "'must be 
allowed to expand its capacity**, the 
presumption is that presently it is not 
being allowed to do so, which is also 
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into production and start paying equity 
dividend from the third year (1976) on¬ 
wards. 

These are by no means ambitious pro¬ 
jections, if one remembers that the alloy 
steel industry is a priority industry and 
is, therefore, entitled to various tax 
concessions and exemptions from tax 
which, by the way, arc fully listed in the 
detailed prospectus. 


the correct position. What precisely 
then is standing in the way? According 
to the OPPI president, it would appear, 
the extremely confused way of imple- 
jnenting the government’s industrial 
licensing policy is the first main hurdle. 
This is further aggravated, he complai¬ 
ned, by the enactment of the Monopolies 
and Restrictive Trade Practices Airt of 

1969. The second big hurdle would 
appear to be the Price Control Order of 

1970, which, it is apprehended will have 
very serious effects on the long-term de¬ 
velopment of the industry. The third 
major problem of the industry is stated 
to be raw materials. It was hoped, at 
any rate by the officials and those who 
are in the habit of always regarding that 
whatever the government does is right 
’ to them the government, like the 
king, can do no wrong—that canalisa¬ 
tion of imports through the Slate Trad¬ 
ing Corporation (STC) and the distribu¬ 
tion of most of those imports through 
the Indian Drugs and Pharmaceuticals, 
Ltd (IDPL) would help the situation. 
But these hopes have been sadly belied 
and the industry’s experience has been 
most unfortunate, in that under this 
arrangement the four important cri¬ 
teria for any industry, more so the drug 
industry, namely, quantity, quality, 
price, and timely supply, were far from 
satisfactorily fulfilled. 

Lei us now deal with these three 


A simple lest of the political adequacy of rhe 
proposals for a new consi tuition for India re¬ 
commended by the Cabinet Delegation is this: 
Do they give the needed cohesion and strength 
to the new Stale internally and in its external 
relations, while ensuring that its constituent 
parts and groups are left free to develop their 
individuality in their own way? 

A federal system is a happy compromise 
between unity and diversity; in Dicey's words. 
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hurdles in the way of the industry 
delivering the goods one by one. To 
take the industrial licensing policy 
first. Brigadier Bhagat\s charge was that 
there is a wide gap between announce¬ 
ment of policies by the government and 
the actual implementation thereof by 
'arious departments concerned. “At 
the present moment,” to quote him, 
“the position regardingthe implementa¬ 
tion of the industrial licensing policy is 
extremely confused. Various govern¬ 
ment policies are announced, in the 
press from time to time, but it has been 
the experience of most entrepreneurs 
that there is a wide gap between these 
announcements and their actual ijji- 
pjementation by the government depart¬ 
ments concerned”. The new Minister 
for Industrial Development has announ¬ 
ced the measures he proposes to take to 
speed up the issuing of industrial licen¬ 
ces, which is all to the good, but what 
the industry and the hardheaded 
entrepreneiTs would appreciate, more 
than such pious platitudes, is the cutting 
away of all the present maze of confus¬ 
ion and uncertainly in the field and the 
laying down of simple and exact pro¬ 
cedures along with precise and intelli¬ 
gible guidelines, which should be prom¬ 
ptly and punctiliously implemented. 
If this is done, there is no doubt that it 
would give a big fillip for the growth 
of the industry. 

As regards price control of diugs, 
so much has been said and written 
that it is hardly necessary to cover the 
ground again here. But the considera¬ 
tions that have prompted the industry 
to reject price control are worth noti¬ 
cing , if only because there is much force 
in them. The industry unanimously 
feels price control to be undesirable 
because : 

(i) “It destroys flexibility in the func¬ 
tioning of the industry; 

(ii) “it nullifies the effects of interplay 
of market competition which 


it provides for UNION but not UNITY. It 
is a real merit of the proposals before us that 
they underline the fact that tn the Indian con¬ 
text there IS no practicable alternative to federa¬ 
tion; the Indian Union as finally envisaged will 
consist not only of the British Indian provinces 
but also of Indian States; and more, it is to be a 
real federation, with the its own Legislature and 
Executive and finances and acting from its in¬ 
herent strength. 


In Strait-Jacket 




NAY 24. 1946 
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would normally lead to a lowering 
of the prices of products whcre- 
cver this is feasible; 

(iii) “it acts as a disincei]tive for the 
further growth of the industry 
which is essential if the country's 
increasing requirements of drugs 
and medicines are to be met, and 

(iv) “it will reduce the incidence of 
expenditure on research and deve¬ 
lopment (by lowering profits and 
thereby the financial resources of 
companies engaged in the indus¬ 
try)." 

Brigadier Bhagal, it is noteworthy, 
was quite outspoken on the question of 
profits and he did well to declare from 
a public platform why enlerprcucurs 
arc, and must be, interested in profits. 
“In fact, in the long run“, he said, “\vc 
cannot do without them, profits alone 
can provide the wherewithal for research 
and for the expansion and growth of the 
industry*'. But he also went on to say : 
“P/olii is not our only molivc; we, 
as a responsible industry, arc interes¬ 
ted. no less than the government, in the 
health and well-being of our developing 
country”. This is unfortunately not 
appreciated at all in the concerned 
quarters. 

Those who impose price control, 
it is thus obvious, have a great res¬ 
ponsibility. It is not enough if the go¬ 
vernment,* after going through its own 
tortuous procedures, fixes some price 
and announces it cavalierly. Any 
price to be effectively enforced must be 
such as not only to be within the reach 
of the consumer but also be such as not 
to fall below the cost price of the pro¬ 
duct it‘elf. Moreover it is wrong to con¬ 
trol the end price of a controlled pro¬ 
duct without, at the same time, control¬ 
ling the prices of all the components of 
that product. In the case of the phar¬ 
maceutical industry, the irony is that, 
whereas its products are controlled, 
the prices of either the raw materials 
(which have risen by 25 per cent, over 
the last two years) or the containers- 
both glass and metal (which have risen 
by 15 per cent over the same period) 
which are two o\' the main consti¬ 
tuents in the price are not controlled at 
all. Similarly the government has not res¬ 
trained w^ages (which have risen by some 
10 to 15 per cent) or taxes, nor freight 
rates and charges for electricity, water 
other services. How each one of these 
adds up to raise production costs will 
be evident from an illustration pro¬ 
vided by the OPPI chief. He said: “We 
have estimated that, in every rupee 
worth of medicine that a consumer buys, 
the incidence of tax is approximately 22 
paise which includes direct excise of ap¬ 
proximately 7.5 percent and sales tax 
ranging from 3 per cent to 6 per cent.” 

The worst handicap of the industry 
undoubtedly is the scarcity of raw 
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materials. For the smooth function¬ 
ing of any industry, it is needless to say, 
there must be a free flow of adequate 
raw materials of the right specifications 
at the right time. But the experience of 
the pharameceutical industry in this 
behalf seems to have been singularly 
unhappy, and the position did not im¬ 
prove even after canalisation of imports 
of the major pharmaceutical raw mate¬ 
rials through the STC and the IDPL. In 
the words of Brigadier Bhagat, “prices 
of raw materials have risen chiefly 
as a result of the introduction of the 
pool pricing scheme and the burden of 
the STC administrative costs and sales 
tax; the quality of the materials offered 
is at times substandard and the indus¬ 
try is seldom able to get its requirements 
of imported raw materials in the right 
quantity or at the right time”. Not 
surprisingly, the OPPl chief’s reaction 
to this state of affairs was that either 
the day-to-day working of the Pool 
Pricing Schemes must be made more 
efficient than now and the prices redu¬ 
ced or the government must revert to the 
previous system, /.e., issue of import 
licences to actual users. 

Finally, there is the government’s 
new export-import policy fad which 
is bedevilling the pharmaceutical in¬ 
dustry. In respect of this industry the 
government’s requirement is that a 
unit should export a minimum of five 
per cent of its production. Prhna facie 
this is unrealistic, for, in quite some 
cases, the minimum export target is 
hardly attainable, partly because of 
uncompetitive prices and partly be¬ 
cause of inability to find an export 
outlet. Just as we have banned imports 
of formulations with a view to saving 
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foreign exchange, several *othcr coun¬ 
tries also have banned sonte formula¬ 
tions for a similar purpose. In view of 
this, a general penalty cut of 20 per 
cent on import licences in respect of 
all units that fail to attain their mini¬ 
mum export target is meaningless. 
Instead of helping to augment exports, 
this requirement could, as Brigadier 
Bhagat feared, reduce the affected unites 
production to zero in about five years 
if it were to be dependent on imports 
of some essential raw materials. And, 
in such an event, the unit would be 
unable even to maintain whatever 
exports it may have been making, which,, 
in turn, means lower exports for the 
country. Such, indeed, is the unfore¬ 
seen result of some of our ill and hastily 
conceived policy decisions. 

Prices of drugs and profits of the 
industry really form the crux of the 
problem of the pharmaceutical industry 
in India and the future of the industry 
would depend on the attitude that the 
authorities adopt to decide on these 
main issues. Mr G. M. Laud, until 
recently Editor of the Financ ial Express, 
has put this quite succinctly in the fifth 
issue of Focus, the OPPI’s official 
publication which he has edited, as 
follows : “Whether the situation de¬ 
mands a new attitude to prices of drugs 
and profits of the industry or whether 
it should be allowed to continue on the 
basis that the short-term gains from 
uneconomic drug prices are earned by 
the community, albeit at the cost of 
long-term benefits from new and mo¬ 
dern drugs a question of national 
policy”. We are convinced that no 
sound national policy can proceed on 
the latter basis. 


Toying With Illusions 


The Seminar on “Appropriate Techno- 
log\’\ held in the capital on April 28, 
focussed attention on a concept which 
has been frequently talked about for the 
last many years without its taking any 
concrete shape. A few years ago the 
.same idea was discussed under ‘inter¬ 
mediate technology*’, but recently the 
expression “appropriate technology” 
has been coined in order to describe 
the same approach which is no less 
nebulous. 

The Ministry of Industrial Develop¬ 
ment has set up a special cell in order to 
study this concept and see how it can 
be put to profitable use. The one-day 
seminar however failed to produce a 
consensus about it. Granted that in 
the world of today many of the complex 
problems can be solved through the 
inter-disciplinary approach, implying 
a joint eCort by administrators, techno¬ 
logists, economists and other experts, 


but there are certain basic considera¬ 
tions which cannot be ignored where 
problems of economic and financial 
administration are involved. 

Mr Moinul Haque Choudhury, the 
union Minister of Industrial Develop¬ 
ment, looked at the problem of “appro¬ 
priate technology” as one which, in the 
Indian context, centred in the solution 
of problems of rural and semi-urban 
areas. He was of the view that this 
country had hitherto paid “far too great 
a proportion of our attention to the- 
problems of the towns and urban areas”, 
while those of the rural and semi-ur¬ 
ban areas had received scant attention. 
If by this Mr Choudhury implied that 
the urban areas had undeservedly re¬ 
ceived greater attention, then he was 
sadly mistaken. In the establishment of 
industrial and business enterpriser 
there are certain iron laws of economics 
which a country can ignore at its owa 
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peril. The «tes selected for industrial 
units taka into consideration a num¬ 
ber of factors and if there is concentra¬ 
tion of industrial units in some areas 
of the country, it is because certain 
special facilities are available there. 
Taking an overall picture, the estab¬ 
lishment of these units was beneficial 
to the country. All deliberate efforts 
made by the government to disperse 
these industries have not met with much 
success despite the munerous incentives 
offered ^ it. If this is so, it is because 
the so-called backward areas make the 
ventures financially unworkable. 

This is not the experience of our 
country alone. Even in the advanced 
countries, deliberate efforts in this re¬ 
gard have not produced much success. 
There is the example of Italy which for 
a number of years has offered many 
incentives to industrialists to locate new 
units in the south of that country but 
results have been far below expectations. 
The northern industrial areas of Italy 
have continued to progress at a rate 
which is much faster than that of the 
progress of southern Italy. 

Again, Mr Choudbury tried to link 
the problem of employment with the use 
of appropriate technology, implying 
that the establishment of industries on 
the basis of the technology available 
in rural areas would promote employ¬ 
ment opportunities. In this regard, we 
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would like to draw his attention to a 
study made by the National Council 
of Applied Economic Research in 1969 
in re^rd to the tranfer of technology 
in this country.. This report came to 
the conclusion that “small firms are 
often high-cost producers with old 
technology, at the receiving end of com- 
etition, and vulnerable to demand 
uctuations. This is one of the reasons 
why the rate of failure among approved 
agreements of small firms is high; too 
often the market conditions change by 
the time approval for an transfer agree¬ 
ment comes”. Another study made in 
1961 by l3r P.N. Dhar and Mr H.F. 
Lydall scrutinised the role of small 
enterprises in our country. Its findings 
included the view that “it would be a 
mistake to follow a policy of pro¬ 
moting small enterprises for purely 
political reasons, if the economic 
agreements are clearly against this 
course.” The central argument de¬ 
veloped by Dr Dhar and Mr Lydall 
was that “demand tends to move away 
from inferior traditional products to¬ 
wards modern products. This trend can 
only be reversed by subsidies.” More 
recently, the performance of the small- 
scale sector in radio industry has clearly 
shown that it could not stand the com¬ 
petition of improved technology and 
was forced to fold up in many centres. 

The argument that the surplus pur¬ 
chasing power in the hands of the rural 
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population would generate demand for 
industrial goods and, therefore, efforts 
should be made to manufacture in¬ 
dustrial products in these areas irres¬ 
pective of quality of the product is 
hardly tenable. With increasing pro.s- 
perity in the rural areas, the people have 
developed a taste for goods of improved 
quality and any policy of thrusting in¬ 
ferior goods on them cannot but fail. 

The participants in the seminar did 
Warn the government about the hazards 
of repeating the errors made in the 
past while encouraging village and 
cottage industries and even small-scale 
industries. Consequently, it was decided 
that the special cell in the Ministry of 
Industrial Development should under¬ 
take an intensive study of the economic 
and engineering factors implied in the 
development of new technologies in 
the case of such industries as leather, 
ceramics, food processing and agricul¬ 
tural equipment. There is certainly no 
harm in making a study of the impact 
of the so-called appropriate technology 
in the establishment of these small- 
scale industries in rural areas. A second 
look at their viability is likely to bring 
forth the same conclusions which 
earlier researchers have already 
listed. 

It seems that the idea of appropriate 
technology has been revived to see if 
it could be instrumental in setting up 
small-scale industries in backward 
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areas. The government seems to be 
searching for technological solutions 
which would allow it to set up small- 
sized plants in these regions. Though 
at the present moment, no clear evi¬ 
dence exists that such plants; will be in 
the larger interests of the country, it is 
highly likely that this special cell in 

Power Crisis in 

Lawlissnlss in West Bengal is having 
an unfortunate impact on industrial 
production and, unless the situation 
IS improved immediately, it will affect 
the expansion schemes ;«s well. The 
Calcutta Electric Supply Corporation 
recently disclosed that there had been 
an alarming increase in the incidents of 
theft of conductors from its overhead 
mains and also fittings and fixtures from 
its way-side electric power distri¬ 
buting pillar boxes and unattended sub¬ 
stations. In one district alone the cor¬ 
poration lost in January this year about 
11,580 kgs of copper/aluminium condu¬ 
ctors valued at R.S 1,74,000. This com¬ 
pares u'ith the loss of K870 kgs per 
month between March 1969 and 
February 1970, an increase of nearly 
600 per cent in the number ol theft 
cases. Indiscipline among the workers 
of the corporation is also said to be 
responsible for Us inability to provide 
uninterrupted supply of power to con¬ 
sumers, cspeciaHy to industry. 

The West Bengal Slate Blecincity 
Board also has not been able to gear 
up its production so as to cater to the 
increasing demand for electricity. The 
total generation of electricity in West 
Bengal in l%9-70 was 5,300 million 
kwh, as compared to 5,577.7 million 
kwh in 1968-69 and 5,291,4 million 
kwh in 1967-68. This means that pro¬ 
duction in 1969-70 was practically the 
same as it was in 1967-68. Till now, the 
inadequate output of electricity was 
not felt much by the industries because 


the Ministry of Industrial Development 
will stumble against the same difficulties 
which have been facxd in the past by 
the supporters of village and cottage 
industries. The need of the hour is 
not to look for intermediate solutions 
but to encourage efficiency and 
growth. 

West Bengal 

the jute, paper and engineering indust¬ 
ries. Between April 13 and April 20 
this year some jute mills, representing 
about 43 per cent of the industry’s 
total production, were frequently 
subjected to power cuts by the 
Calcutta Electric Supply Corporation. 
Between January 1970 and April 1971 
there was a loss in the production of 
jute goods of about 25,000 tonnes 
valued approximately at Rs 7.3 crorcs 
or a little over two per cent of the in¬ 
dustry’s total output. 

The paper industry also has been 
severely hit by the power failure. One 
large unit has estimated that between 
September 1969 and March 1971 its fac¬ 
tory was subjected to stoppage of elect- 
city for 380 hours and 25 minutes. Other 
paper mills also have been hit by the 
power failure. As a result, not only has 
production sulfered but also costly 
machinery luis got damaged. Further, 
financial losses are incurred because 
of the payment of over-time to workers. 
West Bengal is an important producer 
of paper. This state contributes 18 
per cent to the country’s total produc¬ 
tion of paper. In the recent years the 
production of paper in West Bengal 
has been showing a downward trend, 
in 1969 production was only 70.6 
million kgs, compared to 121.3 million 
kgs. in 1968 and 129.3 million kgs. 
in 1967. The production in the 
first five months of 1970 was 29.5 
million kgs, as compared to 27.9 mil¬ 


lion kgs in the same period of 1969. 
But this small imi)roveinent*is unlikely 
to be maintained in view of the recur¬ 
rent cuts in power which are often made 
even without advance intimation. 

Industrial organisations in Calcutta 
have suggested that the suppliers of 
power should make good the Joss of 
production arising from the failure of 
electricity by giving rebate in their 
monthly bills for cfvery minute of tripp¬ 
ing. It is doubtful whether this sugges¬ 
tion will be considered by the govern¬ 
ment. Nor is the other proposal to 
permit the private sector to expand po¬ 
wer generation capacity likely to find 
favour with the authorities, it is clear 
however that unless the present situa¬ 
tion is improved, there arc little pros¬ 
pects of the schemes for economic de¬ 
velopment of West Bengal being imple¬ 
mented with any reasonable degree of 
speed and success. 

Apart from the erratic supply, in¬ 
dustries in West Bengal have also to 
pay much higher rates for their power 
than in many other stales. This will 
be clear from the table below. 

An official report has commented 
that “so far as the power rates are con¬ 
cerned, there is no incentive to locate 
industries in West Bengal”. The report 
has added that while in the other states, 
the new units or the industrial units 
located in new growth areas outside the 
existing congested industrial centres 
get concession on tariff as well as on 
duties, in West Bengal the units in the 
non-congested areas are in practice 
penalised with a higher rate of tariff”. 

The Government of West Bengal, 
therefore, should give serious consi¬ 
deration to measures to augment the 
availability of power and provide it to 
industries at economic rales. Mean¬ 
while, the trade unions and political 
parties should exert their influence On 
labour not to sabotage the production 
of power by go-slow or other tactics. 


of the recession. 


AVERAGE RATES OF ELECTRICITY TARIFF AS ON AUGUST J, 1967 


As the Chairman of the Calcutta 
Electric Supply Corporation has said, 
both the maximum demand on the 
company\s system and the total sales 
have been practically static during the 
last two years. He has pointed out that 
(he corporation’s sales to the jute in¬ 
dustry, its largest industrial consumer, 
declined by over 10 per cent in 1969-70 
compared with 1967-68. The sales to 
engineering industry declined by 7.5 
per cent. In both cases, labour unrest 
was the major factor which contributed 
to the lower industrial production and 
thf fall in consumption of electricity. 

In the last few months, industries in 
West Bengal have been experiencing 
hardship due to the sharp and sudden 
cuts in power supply. The main victims 
of this interruption ot power have been 


(Paisc per unit) 


For 

Small 

industry 

Medium 

industry 

Large 

industry 

Very 

large 

industry 

J. West Bengal 

(a) Stale Electricity Board 

19.50 

17.80 

14.01 

13.04 

(b) Calcutta 

14.00 

12.87 

13.05 

12.11 

2. Maharashtni 

(a) Hydro area 

16.11 

16 77 

8.55 

7.66 

(b) Steum area 



13.51 

11.94 

3. Tamil Nadu 

(b) Thermal 



18.69 

16.98 

(b) Others 

16.56 

15.43 

14.61 

12.88 

4. Gujarat 

14.64 

13.75 

14.50 

12.8.9 

5. Bihar 

19.00 

18.66 

11.83 

10.33 

6. Mysore 

13.00 

12.45 

8,53 

7.46 

7. Punjab 

12.62 

J1.04 

9.14 

7.91 
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Expenditure Tax : An Assessment 

S- VENU 


The EXPENDiTUKE TAX is a direct tax on 
individuals or families measured by 
personal consumption expenditure over 
a period of time. After its abandon¬ 
ment in India and Ceylon consequent 
upon a brief and unimpressive record 
in the statute books of the two countries, 
it is now re^rded as a theoretical 
curio of public finance text-books. 

Yet, its utility has by no means been 
rationally explored. The rates of the tax 
when levied in India and Ceylon a 
few years ago were far lower than those 
suggested by Professor N. Kaldor. 
Whereas Kaldor proposed rates from 
25 per cent upwards, they were initially 
levied from a level of 10 per cent and 
subsequently scaled down to a range of 
five to 20 per cent with large exemp¬ 
tions. Not more than 0.125 per cent of 
the central tax revenues were collected 
from this source because of wide exemp¬ 
tions and low average. Both India and 
Ceylon were alike in imposing the tax 
on a very small tax base and on a 
very small fraction of tax-payers other¬ 
wise subject to personal income taxa¬ 
tion. 

Case Strengthened 

However, in the context of moderate 
personal income taxation, the case for 
the rcintroduction of the expenditure 
tax with wide coverage and steep pro¬ 
gression is strengthened. If expenditure 
and wealth taxes are in vogue simul¬ 
taneously and most direct tax-payers 
are subject to both, the reporting of 
financial details for the expenditure 
tax involves little additional compli¬ 
ance burden. If all forms of wealth 
are included for the assessment of net 
worth, the net increase or decrease 
in savings for calculation of gross 
expenditure is easily available. The 
return would be framed somewhat on 
the lines of the statements:— 


Income (A) 

Purchase and sale of assets (B) 

Borrowings and lending (C) 

Bank deposits (D) 

Then, 


Expenditure (E) mA—(B4-C-fD) 

«:.I_<NW€-^NWo) 

Net worth (NWc)«NWo—(B+C-fD) 
Where NWe and NWo are the pre¬ 


sent and previous year’s net worth 
respectively. 

The return proposed by Kaldor in his 
’’sclf-checking” system had two errors. 
First, gifts received And made were 
treated in the same way as capital 
assets purchased and sold. Hence, if 
a gift of R$ 100 is made during a year, 
not only does the net worth decrease by 
Rs 100—the portion of the year's 
receipts treated as allocated to consump¬ 
tion expenditure—but it also results 
in an unjustified retention of Rs 100 
in the net wealth tax assessment; the 
net wealth remains inflated by Rs 100. 
Second, in the Kaldorian framework 
assets arc valued at cost for the puiposes 
of net worth taxation. But it is the 
sales price deducted from the opening 
net wealth which determines the closing 
net wealth. Therefore, where an asset is 
sold for more than its cost, net wealth 
is reduced by an amount greater than 
that at which the asset had been valued 
in calculating open net wealth. 

In one respect the expenditure tax is 
simpler to operate than the wealth tax. 
This is due to the fact that periodical 
revaluation of assets entailed by the 
wealth tax is not required. One of the 
major difficulties of wealth taxation is 
avoided in taxing expenditure. In 
another respect, however, the expendi¬ 
ture tax is more demanding. If expen¬ 
diture is calculated indirectly by re¬ 
ference to income and net wealth, all 
forms of wealth are reported. If an 
amount equal to five per cent of the 
value of Jewellery and an is included 
in taxable expenditure to reflect their 
consumption element these items which 
escape the net wealth tax are restored 
to the tax base. 

Higher Rates 

The rates envisaged for expenditure 
tax are generally Itigher than those for 
net wealth tax. Tax-payers might, hence, 
overstate net wealth to evade expendi¬ 
ture tax at marginal rates of SO per cent 
or more by overstating asset holdings 
subject to tax at two or five per cent. 
But if holdings of jewellery are over¬ 
reported, a steep differential wealth tax 
on non-productive investments would 
make the ^asion exercise financially 
less rewarmng. 

Let us now examine the question of 
an expenditure tax without wealth 


taxation. If income is understated, a 
countervailing overstatement of ex¬ 
penditure does not result. Gross ex¬ 
penditure is reduced by the same amount 
as the understatement of income.’*' 
If, as is the base of our analysis, a steep 
reduction in higher brackets of marginal 
income taxation accompanies the levy 
of an expenditure tax, there is no 
reason to believe that incentives to 
underreport income would increase. 

The expenditure tax will need sub¬ 
mission of information aftnmliy on 
assets and expenditure. Evasion can be 
minimised by the following steps: 

(1) If any secret hoards are un¬ 
covered, the tax-payer cannot claim 
that these have been accumulated over 
previous years as he will face the penal¬ 
ties for failing to report his previous 
assets. 

(2) If marginal income-tax rates arc 
low (not more than 55 per cent in the 
top bracket) the would-be evader of 
expenditure tax would rather pay tax 
and use his assets productively rather 
than keep them in idle unproductive 
forms. 

(3) The tax assessors should have full 
powers to investigate and question ex¬ 
penditure patterns of individuals on 
assets such as housing and land and 
conspicuous consumption on travel, 
jewellery and entertainment. Where 
satisfactory explanations are not given, 
the tax should be imposed at penal 
rates. Combined with a property lax, 
evasion will be unprofitable. 

Thus, the liquidation of undjscJoscd 
assets will be prevented by an integra¬ 
ted scheme of “self-checking” embrac¬ 
ing the taxes on personal income, 
expenditure, capital gains, net wealth 
and property. 

Initially, the expenditure tax should 
be rcimposecd on quasi-Kaldorian 
lines:-- 

Exemptions—Rs 10,000 per adult. 
Purchase of books should be fully 
exempt. Expenditures on art and 
marriage should be exempted over 
and above the Rs 10,000 to the ex- 


•Thib can be proved by using ilic formula 
I —(NWC--NWo) - E • If income is Rs 10,000 
and net wealth Increases from Rs 12,000 to 
15,000 during a year, expenditure is currently 
assessed as follows:— 

10000-(15000-^12000) =^7000 
An under-reporting of income will pro¬ 
duce an equal understatement of expenditure 
8500.«<15000—12000)« 5,500 
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tent of Rs 5,0()0 and 10,000 res¬ 
pectively. 

Proposed Rates; 


First Rs 10,000 of taxable 
expenditure 

5% 

Next Rs lOjCKX) of taxable 
expenditure 

15% 

Next Rs 10,000 of taxable 
expenditure 

25% 

Next Rs 10,0(K) of taxable 
expenditure 

35% 

Next Rs 10,000 of taxable 
expenditure 

50% 

On bafance of taxable 
expenditure 

75% 


An expenditure lax is a complicated 
measure requiring special administra¬ 
tive procedures, additional audit tech¬ 
niques and the education of the tax¬ 
payer. This cost is diflicult to justify 
if the lax base is small. It must be app¬ 
lied at sufficient rates and to a sufficient 
base to compensate for the inevitable 


burdens of administration and com¬ 
pliance. 

The use of low marginal rates of 
income taxation with an expen¬ 
diture tax may hence be defended 
on the following grounds: 

(i) 7'he savings-income ratio 
will be improved. 

(ii) A useful supplementary re¬ 
venue source would have been es¬ 
tablished. 

(iii) The administrative effi¬ 
ciency of the direct tax system will 
been hanced. 

(iv) the ‘peaks’ in the inequalities 
of consumption will be tapered off. 
Formula flexibility will provide 
a stabilising effect. 

(v) The disincentive effect will 
be negligible. 

The pica for the reintroduction of the 
expenditure lax needs to be scrutinised 
with great care and a sense of pragma- 
li.sm. 


Entrepreneurship and Industrialisation 


R SUBRAMANIAN 


JT IS generally felt that there is a shor¬ 
tage of entrepreneurs in developing 
countries and hence there is a need for 
extending public sector or for resorting 
to direct Slate involvement in promoting 
industries, particularly small-scale* in¬ 
dustries. Bui experience has shown 
that entrepreneural ability is as much 
a requirement of imall-scale industries 
as it is of large-scsale industries. For 
example, in 1959 the central govern¬ 
ment, through its Small-Scale Indus¬ 
tries Organisation, chose certain areas 
for intensive campaigns for encoura¬ 
ging small industries in backward 
districts by a joint action of the small 
industries service institutes, the 
state directorate of industries and 
the National Small Industries Cor- 
poniuon. But in 1963 it was found 
that the initial enthusiasm had faded 
with the result that the actual 
performance fell far short of expecta¬ 
tions due partly to the paucity of “suffi¬ 
ciently high level of entrepreneurship”^ 
Again, the Rural Industries Plan¬ 
ning Committee of the Planning Com¬ 
mission had come out in 1963 with 
a similar conclusion that in its project 
areas ♦‘both enterprise and initiative 
are generally absent”®. 

The availability of institutional cre¬ 
dit through the nationalised banks 
now-a-days demands^ a proper dcci- 
sio non the choice of the right person 
for starting small-scale industries so 


as to check wastage of the scarce 
capital resources. Even here, as 
one of the SlET (Hyderabad) 
studies has revealed, the great barrier 
appears to be entrepreneurial talent 
and not tinancc. Naturally, industrial 
expansion, and through it economic 
growth, is hindered by the lack of 
entrepreneurial personnel to carry out 
the two fundamental functions—mana¬ 
gement and risk-taking—in order to 
bring about dispersal of industry 
around groups of villages and in towns 
as a solution to the backlog of un¬ 
employment . 

This expansion requires the identi¬ 
fication of entrepreneurs, their cultiva¬ 
tion as well as the distinctive factors 
that contribute to their emergence. 
Not everybody who gels a loan from 
a bank can start a rural or a small- 
scale industry. Today, well-to-do 
agriculturists, consequent upon the 
result of agrarian reforms, see less 
scope in agriculture and more oppor¬ 
tunities in starling new industrial en¬ 
terprises, which may stand testimony to 
their managerial talent, investment, of 
resources and supervision, other things 
being equal. Whatever is l«ft of their 
savings from agricultural resources over 
years could be used for establishing pro¬ 
ductive heads in rural areas or nearby 

tOWHvS. 

This goes to prove a major point 
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advanced by Everett E. Hagen in his 
book on “The Theory of Social Change/*^ 
that entrepreneurs are nurtured ^by 
groups that have been disabled by the 
blocking of traditional avenues of pro¬ 
minence to them. Recently, a case 
study® on “Socio-psychological fac¬ 
tors influencing industrial -entrepren¬ 
eurship in rural areas” conducted by the 
NICD, Hyderabad, points to the his¬ 
torical and socio-economic factors, 
the political factors, governmental assis¬ 
tance, the availability of technical and 
managerial assistance for growth and 
the like that have given rise to entre¬ 
preneurship in Tanuku taluk of the 
West Godavari district in Andhra 
Pradesh. It says: “Broadly speaking, 
it could, however, be said that apart 
from a distinct personality and high 
motivation, the two crucial factors 
were: (1) a very strong.economic posi¬ 
tion founded on very large agricultural 
land holding, and (2) expert technical 
advice and guidance at all stages of 
development of industry/'^ The 
study splits the socio-economic, psy¬ 
chological and situational categories 
into eleven factors that are essential 
for succcsss, for ‘organising’ and for 
♦growing* industries in rural areas, but 
the degree of influence of these factors 
on entrepreneurship has been parti¬ 
cularistic. To quote again the study, 
“it could be seen that each factory 
has a distinct change-inducing capacity 
and that capacity varies from factory 
to factory and according to changing 
situations. Presence or absence of the 
factors at particular points of time 
would determine the level of achieve¬ 
ment of an entrepreneur”."' 

Varied Backdrops 

Thus, entrepreneurs have extremely 
varied economic and social backdrops, 
though they are more likely to belong 
to groups in a population exhibiting 
certain common characteristics and 
background. Again it is the general 
belief that merchants with trading 
background have been pioneers in 
starting most of the medium-scale 
industries. 

The merchants and traders, propelled 
by the desire to amass wealth, often 
gel to risky enterprises, trying to maxi¬ 
mise advantage with any economic 
situation. So what is the nature of 
entrepreneurship in such cases? When 
it goes with capital, should entreprene¬ 
urship be taken to mean provision of 
capital, of be equated to risk-bearing, 
or to co-ordination of productive re¬ 
sources or to the introduction of in¬ 
novations? Professor Redlich’s frame 
of reference® points to three important 
functions of an entrepreneur. They arc: 
(i) capitalistic, (ii) managerial, and 
(iii) entrepreneurial proper (planning. 
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innovatii^ and ultimate decision¬ 
making). 

Though the capitalist manager and 
the entrepreneiur were combined in one 
person until the turn of the first quar¬ 
ter of the present century, recent deve¬ 
lopments in industry have shown a 
different trend. In modern industry, 
he is not the major source of capital, 
since he can borrow from the capital 
market and other financing agencies; 
he can shift supervision to competent 
bodies trained for the purpose; he can 
also delegate management to specialists. 
Today, increase in firm size and techni¬ 
cal advancement call for a greater degree 
of .diversity of professional qualifica¬ 
tions which the single entrepreneurship 
of the nineteenth century failed to 
combine. 

Corporate Funcdoii 

Consequently^ several professionals 
form the management, involving se¬ 
veral tiers of jobs and personnel. These 
tiers and personnel contribute “tech¬ 
nical ability, social ability and commer¬ 
cial ability—the process of. getting 
things done through a community of 
people.”^ Professional management 
is the outcome of it and it means “en¬ 
terprise management in which major 
policy-making positions and nearly all 
other positions in the hierarchy are 
held by persons on the basis of claimed 
or demonstrated technical qualifica¬ 
tions. In professional management, 
technical ability, experience, educa¬ 
tion, knowledge of the organisation 
and ability to guide people who make 
decisions are more important than 
relationship to a family or a political 
regime.*’® Entrepreneurship, thus, 
acquires a corporate function. As 
Prof. Galbraith in his book The New 
Industrial State points out, this is 
because technology, planning and or¬ 
ganisation necessitate specialised know¬ 
ledge, a combination of which results 
in “collective authority” to organise 
the features of the productive process. 

According to hijn, “in the past, lea¬ 
dership in business organisation was 
identified with the entrepreneur— the 
individual who united ownership and 
control of capital with capacity for 
organising the other factors of produc¬ 
tion and in most contexts, with a fur¬ 
ther capacity for innovation. With 
the rise of the modern corporation, the 
emergence of the organisation required 
by modern technology and planning 
and the divorce of the owner of the 
capital from control of the enterprise, 
the entrepreneur no longer exists as 
an individual person in the mature 
industrial enterprise. Everyday dis¬ 
course except in the economics text¬ 
books recognises this change. It re¬ 
places the entrepreneur as the directing 
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force of the entrcprisc with manage¬ 
ment.”* Important management dcci- 
sions are taken by a group of specia¬ 
lists and “this, not the management, 
is the guiding intelligence—-the brain— 
of the enterprise”!®. An organisation of 
this type, according to him, is the 
“techno-structurc”. 

Presumably, Prof. Galbraith’s approa¬ 
ch is based on the management experi¬ 
ence in the USA which has its own 
limitations when viewed from indivi¬ 
dual contexts of developing nations, 
for example India. The managing 
agency system in India was promoted 
in the British period as an organisa¬ 
tional convenience for British inves¬ 
tors for managing their investment 
projects from England. It looked after 
diverse industrial enterprises. Lalcr a 
prototype was developed by Indian 
investors as family enterprises where 
the entrepreneur was also the owner 
of the concern. The concept of the 
nineteenth century entrepreneur thus 
took shape in India. 

This picture gradually changed 
after 1947 when a number of indus¬ 
tries were promoted through licences. 
New industrial projects generated keen 
competition among prospective entre- 
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primeurs. The Indian managing agency 
' system grabbed this opportunity and 
multiplied establishment of industries. 
It also appears to have donned the role 
of the “techno-structurc” in the Gal- 
braithian sense. Thus, though entre¬ 
preneurship ownership of industry 
and its management are distinct func¬ 
tions, they are found in a combination 
in a single industry or group of indus¬ 
tries in India. Where limited capital 
resources were found, there developed 
small-scale industries. In the begin¬ 
ning rural industries were also provided 
their distant nichesinthe industrial set¬ 
up in our country during the period of 
the three Plans. 

Today economic activity seems to be 
on the upswing. This demands a curve 
with an uptrend in industrial production 
made possible by more and more 
investment. There is need to ensure 
optimum returns on investment 
through a suitable combination of 
technology and human material in 
order to maximise income and employ¬ 
ment. 

The problem here is to find more 
entrepreneurship of the right type. 
Entrepreneurship today is in short 
supply in India, it is a scarce factor in 
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relation to demand. Educational insti¬ 
tutions can develop it by encouraging 
leadership and inventiveness in the 
younger generation and proper motiva¬ 
tion for achievement. 

Management institutions can nur¬ 
ture it by drawing upon such 
skills in order to promote speci¬ 
alised talents of the professional 
type to manage industries. Successful 
entrepreneurship, according to David 
McClelland,has three aspects: 
fi) moderate risk-taking; (ii) readiness 
to get involved in activities and assume 
personal responsibility; and (iii) 
eagerness to accept self-evaluation, 
in an attempt to delineate the path of 
progress and achievement. All this 
would mean that the pallern of entre¬ 
preneurship will have to be discovered 
in individuals who would be responsible 
for the development of industries in 
selected areas. Their characteristics 
should be identified for the selection of 
potential entrepreneurs in the rural/ 
urban areas for purposes of financial 
assistance and other infrastructural 
stimulants through the institutions 
available in the field. 

This approacli has a special 
bearing on rural industrialisation 
since massive rural industrialisation 
is being attempted today in terms 
of development of-agro and small- 
scale industries with the financial 
assistance from the State Bank and 
nationalised banks. No doubt, from the 
point of view of social welfare, small 
and medium size industries in rural 
areas arc to be preferred, for they would 
not only check the migration of rural 
population -to cities and towns, but 
also promote balanced regional deve¬ 
lopment with expanding social and eco¬ 
nomic facilities. 
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Our Export Prospects 

DR 5« HARIHARAN 


Although world trade continued 
to be buoyant during 1970 taken as a 
whole, the slackening economic acti¬ 
vity particularly in developed countries 
and the inflationary conditions^ pre¬ 
valent almost everywhere, started 
impeding its growth in the latter half 
of the year. Global exports in this 
year reached S 278 billion, a rise of 
14 per cent over 1969 exports. This 
was just a shade lower than the 14.2 
per cent growth registered in 1969. As 
between the two halves of the year, 
whereas the first half witnessed a rise 
of 17 per cent, the second half saw an 
increase of over 10 per cent. The 
declining trend on the export front was 
equally felt on the imports side, the 
corresponding growth rates being 19 
and 8 per cent. 

Even the 14 per cent overall growth 
in exports in 1970 was the result of a 
seven per cent growth in volume and a 
little over 6 per cent rise in prices. 
Whereas the price rise in manufactured 


products was quite appreciable, the 
increase in the prices of primaiy pro¬ 
ducts was significantly lower, more so 
in non-ferrous metals and some agri¬ 
cultural products. 

The above developments had their 
impact most severely on developing 
countries whose share (total exports 
#55 billion) in world exports shrank to 
17,6 percent from 21 per cent a de¬ 
cade ago. During the same period, 
the share of developed countries in 
world exports increased from 63.7 
to 71.7 per cent. In fact, thje relevant 
figures are #81.5 billion in 1960 and 
# 223 billion in 1970. World exports 
and imports between 1964 and 1969 
are shown in Tables 1 and TI. 

World trade in 1971 is variously 
estimated to rise between seven and 
11 per cent, made up of five to seven 
per cent growth in volume and two to 
four per cent rise in prices. In erect 
1971 might witness a greater grip on 
the price situation. The trade csti- 
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WORLD EXPORTS: 1964 to 1969 


(Million US #) 



1964 

1965 

1966 

1967 

1968 

1969 

1. World 
trade 

2. Industrial 

152700 

165400 

181300 

190600 

212900 

243400 

countries 

107940 

118430 

130770 

137740 

155800 

179600 

%(2/l) 

70.7 

71.6 

72.1 

72.3 

73.2 

73.8 

.r UK 

12785 

13722 

14676 

14379 

15346 

17515 

% a/1) 

4. Industrial 

8.4 

8.3 

8.1 

7.5 

7.2 

7.2 

Europe 

53760 

60230 

65900 

70260 

79690 

93740 

% (4/1) 

5. (>ther 

35.2 

36.4 

36,3 

36.9 

37.4 

38.5 

Europe 

5130 

5620 

6350 

6800 

7100 

8300 

% (5/1) 

6. Less De¬ 

3.4 

3.4 

3.5 

3.6 

3.3 

3.4 

veloped Area 

34000 

35900 

38300 

39600 

43300 

47900 

7. India 

1749 

1687 

1603 

1613 

1753 

1833 

% (7/6) 

4.9' 

4.7 

4.2 

4.1 

4.0 

3.8 

a.(7/1) 

1.1 

1.0 

0.9 

0.8 

0.8 

0.8 
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mate assumes a world production in¬ 
crease of around 4.5 per cent in 1971. 

India’s share in world exports have 
shown a diminishing trend. In 19S2 
India accounted for two per cent of 
world ex|>orts. This came down to 1.2 
per cent in 1960, one per cent in 1965 
and only 0.8 per cent in 1969. This 
happened ‘despite some increases in 
our overall exports. Thus, while world 
exports during this period (1952-69) 
shot up by 334.2 per cent, India’s 
sales abroad recorded an increase of 
only 60 per cent. In 1970 our exports 
slackened further. Table III shows how 
the exports of industrialised countries, 
the developing countries and of India 
have progressed during the sixties. 

The industrially advanced countries 
experienced in 1970 a considerable 
slow down in their economic activity 
and were equally beset with inflationary 
tendencies. This was noticed in most 
of the countries, including the United 
States. 

The outlook for 1971 is that the com¬ 
bined ONP of the 21 leading industrial 
nations comprising the OECD, will 
move up to $ 2323 billion—a gain of 
$200 billion or 9.2 per cent over 1970. 
Allowing for price increase, the real 
growth in output is placed at 4.6 per 
cent. Table IV gives the individual 
contribution of various countries/eco¬ 
nomic groups. 

Tariff Preferences 

A major development in international 
commercial policy towards helping 
developing countries is the recent agree¬ 
ment on the establishment of Grenea- 
lised Scheme of Tariff Preferences. 
The concessions envisaged in the pre¬ 
ferential arrangements might be intro¬ 
duced by the developed nations in 
stages during in 1971-72. With the full 
implementation of the scheme of pre¬ 
ferences, additional imports from 
developing countries is estimated at 
$ one bilhon in the USA, $ 3 billion in 
the Continental Europe and S 150 
million in Japan. 

The balance of payments difliculties 
of the USA, the UK and France have 
been reduc^. The introduction of 
SDR facilities and the stabilisation of 
major currencies should give an added 
stimulus to global growth. As a result of 
Kennedy Round negotations, indu¬ 
strial tariffs of developed countries of 
the west would have been lowered by 
about 37 per cent over the five years to 
1971-72. These countries should be 
able to sustain the high rate of growth 
output and trade of the sixties into 
1970’s. 

Trade among the developing countries 


Table II 

WORtD IMPORTS; 1964 to 1969 


(Million US $) 



1964 

1965 

1966 

1967 

1968 

1969 

1. World 
trade 

160900 

175200 

J92400 

201700 

224900 

255800 

2. Industrial 

countries 

110590 

120540 

134020 

141200 

160200 

184240 

, %I2/1) 

68.7 

68.8 

69,7 

70.0 

71.2 • 

72.0 

3. UK 

15949 

16103 

16651 

17694 

J8995 

19956 

% (3/1) 

9.9 

9.2 

8.7 

8.8 

8.4 

7*8 

4. Industrial 

Europe 

58860 

64370 

69930 

72130 

80220 

96470 

% (4/1) 

36.6 

36.7 

36.3 

35.8 

35.7 

37.7 

5. Other 

Euiiope 

S480 

9850 

11160 

11160 

11530 

13650 

% (5/1) 

5.3 

5.6 

5.8 

5.5 

5.1 

5.3 

6. Less deve- 

loped area 

.35200 

37400 

39900 

41500 

45000 

49000 

7. India 

2876 

2925 

2827 

2807 

2509 

2044 

% (7/6) 

8.2 

7.8 

7.1 

6.8 

5.6 

4,2 

% (7/n 

1.8 

. 1.7 

1.5 

1.4 

1.1 

0.8 


Table III 

EXPORTS OF INDU, INDUSTRIALISED AND DEVELOPING COUNTRIES 


(Billion US dollars) 


Year 

Industria¬ 

lised 

countries 

Other 

developed 

countries 

D^eloping 

countries 

India 

World 

total 

Percentage 

share 

of 

India 
in world 
Exports 

1961 

83.2 

8.3 

27.1 

1.3 

118.6 

1.2 

1962 

87.5 

8.6 

28.7 

1.4 

124.8 

I.l 

1963 

95.3 

9.5 

31.2 

1.6 

136.1 

1.2 

1964 

107.9 

10.7 

34.0 

1.7 

152.7 

1.1 

1965 

118.4 

11.1 

35.9 

1.6 

165.4 

I.O 

1966 

130.8 

12.3 

38.3 

1.6 

181.3 

0.9 

1967 

137.7 

13.2 

39.6 

1.6 

190.6 

0.8 

1968 

155.8 

13.8 

43.3 

1.7 

212.9 

0.8 

1969 

179.6 

15.9 

47.9 

* 

1.8 

243.4 

0 8 


Table IV 

GROWTH IN GNP OF O.E.C.D. COUNTRIES 

Country/Group GNP (8 billion) Growth rate In real terms 



1971 

1970 

total 

after 

disallowing 
for price 
increase 

OECD (21 countries) 

2,323 

9.2 

4.6 

USA 

1,045 

6.8 

3.3 

EEC 

524 

9.0 

4.8 

EFTA 

210 

7.8 

2.8 
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constitutes only about 20. per cent of 
their total trade. This segment of 
trade has grown at an average annual 
rate of less than three per cent in last 
15 years. Developing countries curr¬ 
ently account for about 20 per cent 

of India’s exports. 

* 

Economic conditions in various deve¬ 
loping countries arc far from uniform. 
By the end of the sixties, the deve¬ 
loping countries as a group had achiev¬ 
ed an average annual growth rate of 
five per cent, but there were consider¬ 
able differences in the growth perfor¬ 
mance of various regions; the growth 


In TJiL field of industrial management, 
we notice today a greater awareness 
of the concept of material management 
than ever before. Great emphasis is 
now laid on the need for good material 
management. Broadly speaking, mate¬ 
rial management c«in be defined as the 
husbanding of the material resources 
of an industry with a view to obtaining 
the maximum possible results with a 
minimum possible outlay. It is this 
field more than any other which would 
affect the profftabilily of an industry. 

The design of a scientific material 
management system comprises the fol¬ 
lowing major functions : 

Efficient planning mechanism; 

(A) Efficient purchase organisation; 

(r) Proper handling, storage, pre¬ 
servation and accounting of ma¬ 
terials. 

Mo.st of the material management 
courses conducted by the various insti¬ 
tutes in the country lay much stress on 
{a) and (h). Some of these are fore¬ 
casting. standardisations, codification, 
variety reduction, procurement lead 
lime, determination of economic order 
quantities, safely levels, reorder points, 
various replenishment systems, and ABC 
techniques. All these techniques aim 
at the following primary goals : 

(^/) Maintaining of adequate in¬ 
ventory to meet the production 
and delivery .schedules. 

(/>) A.voidance of stocking of excess 
inventory or unwanted material 
which Jock up valuable capital 
affecting ibc profitability of the 
industry. 

Much of the materials acquired are 
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rate of African countries averaged four 
per cent per annum in the sixties, 
that of Latin America five per cent. 
Middle East 8.2 per cent and the 
other Asia about four per cent. The 
balance of payments dimculties would 
be a recurring feature in many deve¬ 
loping countries forcing them to 
resort to import restrictions and im¬ 
port substitution in their development 
strategy in the coming years. 

The economic devclopmerit envisaged 
both in developed and developing 
countries should on the whole enable 
India to increase her exports. 


to be properly stored, preserved and 
accounted for as they will not be con¬ 
sumed immediately after acquisition. 
In the light of this, the problems con¬ 
nected with care and custody of mate¬ 
rials are minimised if iiiventoiy is kept 
at optimum levels and the stocking 
of unwanted material is avoided. Never¬ 
theless the keeping of certain invento¬ 
ries is inescapable in any industry. This 
is much more so in an industry which 
depends on imported raw materials for 
its production. Consequently, scientific 
store-keeping and material handling 
assumes an important role in modern 
material management techniques. 

The following are some of the points 
which need detailed study and planning 
in scientific store managcmeni. 

(a) Layout of the stores areas in 
relation to the production shops. 

(b) Design of the stores building 
keeping in view the type and 
quantity of materials to be stored 
to meet the needs of the industry. 

ic) Dcsign/sclection of suitable 
equipment for storage of the 
material. 

i(h Dcsign/sclection of suitable mat¬ 
erial handling equipment. 

(c) Preparation of detailed instruc¬ 
tion manuals for proper care 
and cu.slody of the stores to 
prevent losses due to theft, dete¬ 
rioration, improper handling, etc. 

if) Designing of a simple and eco¬ 
nomic system for the various 
stores operations and accounting 
of the materials in stores. 

A study of the above aspects in de¬ 
tail would not be possible in this 
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article. However, some of the main 
points are considered briefly. 

Planning for store-keeping involves 
gathering all the available data relative 
to the items to be stored, Wher^ exact 
information is not available, careful 
estimates are to be made. First the 
overall cubical space requirements are 
to be determined, keeping in view the 
maximum quantities of materials to be 
stored at any one time and their nature 
which may affect storage, such as size, 
weight, fragility, susceptibility to pil¬ 
ferage, in flammable or explosive nature, 
deterioration due to excessive heat, 
humidity, etc. The procurement lead 
time and the rate of usage also play an 
important part in determining the space 
requirements. 

AJtcr the determination of the over¬ 
all requirements of space, the next 
step is the breakdown of the space to 
accommodate the different categories 
of materials. The design of each sto¬ 
rage building should suit the materials 
to be stored therein. The height of the 
building, the type of rooting and light¬ 
ing, the type of floor, etc., all play an 
important roll- depending on the nature 
of the material to be stored. 

Location of Stores 

Another important point to be con¬ 
sidered while planning the space re¬ 
quirements is the type of storage equip¬ 
ment and material handling equip¬ 
ments proposed, allowances for aisles, 
etc. The locations of the stores build¬ 
ings/areas should be planned in such 
a way that service to the user depart¬ 
ments is effected in the quickest possible 
time. 

The movement and handling of 
materials are to be considered in asso¬ 
ciation with storage and inventory. If 
mechanical handling equipment such 
as overhead traversing cranes, forklift 
trucks, etc. are planned,then the height 
of the building and the strength of the 
floor play a veiy inipoitanl pari. 

A regular flow of materials provides a 
valuable incentive to good work, where¬ 
as if the internal transport system is 
faulty, the time and labcair required to 
produce a given article is increased. 
The abjective of materials handling is 
to transport materials from point to 
point and ensure their safe delivery to 
the workplaces in the quickest possible 
time. As far as possible, duplicate 
handling should be avoided. Mechani¬ 
cal handling is a part of material 
handling. Many modern mechanical 
handling equipments are now in use 
and these should be considered for use 
taking into consideration the type of 
materials to be handled. A large variety 
of forklift trucks are now available in 
the market. These could be selected to 
suit the individual needs of the industry. 


Scientific Store-Keeping 

L- GURU RAO a PRAKASH CHANDRA SAHU 
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These hacome very useful when the 
stacking/;fttorage and movement is done 
in pallets. Overhead traversing cranes 
contribute to optimum utilisation of 
the cubical space in the stores area. 
Various other handling equipments such 
as mobile cranes, conveyers, chutes, 
etc., can be used to meet the individual 
needs. Other common handling equip¬ 
ments which are widely used are hand 
and batttry operated trollies, sack truck, 
hydraulic pallet lift truck, wheel 
barrow, etc. 

The next in importance is the selection 
of proper storage equipment for the 
storage of the materials held in stock. 
The main objective in selecting/design¬ 
ing the storage equipment should be the 
optimum utilisation of the stores area 
and also the protection to be aflorded 
to the materials from damage, deterio¬ 
ration, pilferage etc. Several varieties 
of steel shelving racks are now avail¬ 
able in the market and a selection could 
be made from these to suit the indivi¬ 
dual needs. Optimum utilisation of the 
cubical space in the stores building is 
a very important factor to be considered 
while selecting the storage equipment. 
The racks should be erected to the 
maximum height possible with walk¬ 
ways at convenient levels. Special 
racks should be designed for storage of 
materials such as sheets, bars, tubes, 
etc. Metallic bin stack is a recent 
innovation and it is available in a 
variety of sizes and types and could be 
considered for use depending on the 
individual needs. 

PreveDtion of Damage 

Prevention of deterioration and da¬ 
mage of material constitutes one of the 
main responsibilities of the stores staff 
and is vitally important both from the 
aspect of ensuring that any item issued 
from stores is in fully serviceable condi¬ 
tion and also on financial grounds. 
Some of the causes for deterioration/ 
damage to stores arc the following. 

A. Biological : Deterioration of 
stores caused by living organisms such 
as insect pests, rats, bacteria, fungi, 
white ants, etc. These organisms live 
and for their living they need food, 
oxygen, moisture and warmth. If 
these factors which are essential for 
the life of these organisms are denied 
to them, deterioration due to biological 
causes can be avoided. This is a very 
difficult task as most of these factors 
are present in many of our stores. The 
only possible proposition is to try to 
protect our stores from the attack of 
these organisms by making the stores 
toxic and unpalatable to them or by 
keeping the stores unapproachable to 
the organisms. 

Nw-Biologica} Deterioratton of 
Stoteg : (i) Metal Corrosion ; Most of 


the metals other than noble metals 
such as gold, silver, platinum, etc., 
arc appearing in nature in ore form. 
These are oxides, carbonates, sulphides, 
chlorides or silicates of metals and 
they show a tendency to revert to their 
natural state when exposed to atmos¬ 
pheric conditions. This reverMon to 
their ore form is termed corrojiion. 
Rust IS corrosion of iron and steel, 
oxidation of iron in the presence of 
moisture. This term is restricted to 
iron and steel only while the term cor¬ 
rosion to all mcials. 

(U) Corrosion can be prevented by 
the application of corrosion preventives 
such as oils, greases, mineral jelly, 
plastic compounds, etc., manu¬ 
factured to dilTerent specifications are 
available in the market. A proper 
sel&tion of these has to be made 
depending on the type of material on 
which they are to be used. In addition 
to applying corrosion preventive, some 
categories of materials should also be 
wrapped in oil paper. Materials suscep¬ 
tible to corrosion should be protected 
from contact with water/moistiirc by 
storing them in covered buildings with 
concrete flooring. Direct contact of 
the material with the flooring should be 
avoided and also sharp variations 
in temperature and humidity. Nor¬ 
mally the temperature should not be 
less than lOX and more than 40'’C. 
Relative humidity should not be more 
than 75 per cent. The building should 
be protected from entry of gases such 
as chlorine, ammonia vapour, etc. 
Chemicals such us acids and alkalies 
should not be stored in these buildings. 

(m) Non’Metallic Stores : Rubber, 
wood, leather, textiles, adhesives, paints, 
chemicals, etc., require special storage 
precautions. Apart from the bioloiical 
causes contributing to the deterioration 
of materials such as wood, leather, 
textiles, etc., excessive heat and im¬ 
proper storage also contribute to their 
deterioration. Rubber deteriorates ra¬ 
pidly if exposed to excessive heat and 
light. French chalk should be applied 
to rubber articles and these should be 
stored in a cool and dark place. The 
temperature of the stores room should 
not be below O^C and above 25''C. 
Rubber goods should be stored pre¬ 
ferably in air-conditioned rooms. Oils, 
greases, dust, dirt, acids and alkalies 
should not come in contact with rubber 
goods. Certain adhesives, chemicals, 
paints, etc., have very limited “shelf 
life’* and these are also to be stored 
preferably in air conditioned rooms. 
Minimum stocks of these are to be 
kept and the principle of “First in 
First out** should be very strictly ap¬ 
plied to these. 

(iv) Inflammable Stores : Certain 


categories of paints, oils and chemicals 
are inflammable. Those having flash 
point below 70 F are considered as 
highly inflammable (Class-A>. Those 
having flash point above 70 F and below 
I30^'F areconsidered as Class-B inflam¬ 
mables. Storage of these arc controlled 
by the Petroleum A.ct and a licence has 
to be obtained for the storage of these 
materials. Depending on the quantity 
of the material to be stored, the build¬ 
ings have to be constructed according 
to the specifications laid down by the 
Chief Inspector of Explosives. After 
satisfying that the conditions for sto¬ 
rage have been complied with, the 
Chief inspector of Explosives will 
issue a licence for the storage of these 
materials. The licence has to be renewed 
every year. Some of the main features 
of the building for storage of inflam¬ 
mable material are the following. 

(1) The building shall rest on foun¬ 
dation walls and shall be sur¬ 
rounded by a wall of substantial 
construction. The walls and 
floor shall be suitably adjusted 
to form a sump not more than 
two feet deep. 

(2) The sump shall be capable of 
receiving and retaining a volume 
not less than five per cent in 
excess of the maximum quantity 
allowed for storage in the build¬ 
ing. 

(3) Ventilators shall be provided 
immediately above the sump 
level and also below the roof 
level. The ventilators shall be 
provided with copper or other 
non-corroding metal wire gauze 
of mesh not Jess than 28 to 
the linear inch. 

(4) No wood shall be used in the 
construction of the building and 
all electrical fittings shall be 
flame proof type. Switches, 
fuses, etc., shall be enclosed in 
iron-clad gas-tight cases and 
shall be fixed outside the build¬ 
ing on the wall. 

(5) Depending on the quantity of 
material allowed for storage, a 
distance of approximately 20 ft. 
to 30 ft. shall be kept clear from 
the building and the open area 
fenced suitably. 

(6) Adequate quantity of fire extin¬ 
guishers to fight petroleum fires 
shall be placed at suitable points. 

Certain varieties of paints deteriorate 
due to long storage. To prevent this 
and to extend their life, the drums or 
tins containing these are to be rolled 
or reversed at frequent intervals. 

(v) Dangerous^ Corrosive and 
Poisonous Chemicals and Stores :— 
Acids, alkalies, etc, are highly corrosive 



and certain chemicals such as cyanides 
arc highly poisonous. These should be 
kept in separate buildings and adequate 
precautions arc to be taken while handl¬ 
ing these materials. Contact with skin 
should be scrupulously avoided. 

Compressed gases in steel cylinders 
should be kept in separate buildings. 
Oxygen and acetylene should not be 
stored together in the same area. The 
cylinder should be stored in a vertical 
position on suitable stands. 

GefJcraf : A/Icquritc fire preventive 
measures are to be taken to protect 
the stores fr(>m the hazards of tire. 
Fire extinguishers of the appropriate 
type should tic installed at suitable 
points in the stores. Buckets filled with 
dry sand and water should be kept at 
suitable points. Smoking should be 
strictly prohibited inside the stcrcs. 
Vsed paper, hay, empty wooden boxes, 
used cotton waste, cic., should be 
promptly cleared from in and around 
the storcN buildings. 

Important Factor 

Security of stores is a very important 
factor, lintry of outside personnel into 
the stores should be restricted. All 
pilferable items should be kept in 
lockers and the keys should be available 
only to a few authorised stores slalf. 
Stores buildings should be locked and 
sealed alter the working hours. A 
proper record .should be kept in respect 
of keys of the locks put for the various 
stores buildings and a foi.*l-proof system 
developed for the safe custody, issue 
and return of the keys. 

For cflcctivc materials management 
it i.s essential that a proper record is 
maintained of all receipts and issued 
material. Supplies received from out¬ 
side sources have to be checked and 
inspected against the purchase orders 
and taken on charge against receiving 
reports. Discrepancies noticed should 
be intintated to the concerned sections 
for initiating claim action. All issues 
are to be made against propcrl> autho¬ 
rised material requisitions. Stock cards 
arc to be kept for all the items and tlie 
receipt and issue transactions should be 
posted in them. Bin numbers where 
the material is located should also be 
indicated in the stock cards. Appro¬ 
priate forms and standard letters are 
to be designed for recording all the 
transactions and for handling corres¬ 
pondence generating from these trans¬ 
actions. The stock cards should also 
contain all the information required 
for provisioning and replenishment of 
the stocks. 

' Some of live fundamental require¬ 
ments for scienlitic store keeping have 
been brieily described above. A com¬ 
prehensive manual explaining in detail 
the above aspects has to be developed 
for the information and guidance of 
all the stores stall' and the related 
departments. 



EASTCRN ECONOMIST 


893 


May 2U 1971 

WINDOW ON THE WORLD 

European Technological Cooperation : li 


JOSSLEVN 

* LONDON; 

I 

EURATOM : BIGGEST FAILURE] 

Euratom, the European Atomic En- 
ergy Community, was set up in 1957 at 
the same time as the Common Market 
and groups the same six countries. 
When it was founded, it was regarded 
by many as the most important example 
of European integration, more impor¬ 
tant than the EEC itself. This was 
no doubt partly due to the particular 
circumstances of the time, with the 
widespread fear in western Europe of a 
fuel shortage and the insecurity felt 
by many countries as a result of the 
closure in 1956 of the Suez Canal. But 
it also owed much to a feeling that the 
technique which had seemed so success¬ 
ful in the running of the European Coal 
and Steel Community —pooli ng resourc¬ 
es rather than relying on inter-govern¬ 
mental agreements—was widely suited 
to the development of this new industry. 
Events were to show how wrong this 
view was because of the attitudes of the 
various companies and governments in 
the EEC countries. 

Frencb Superiority Complex 

The first problem, which in various 
forms came back to haunt the Com¬ 
munity. was France’s feeling of superi¬ 
ority over its partners. In 1955, France 
spent four times as much as the rest 
of the Six put together on nuclear re¬ 
search. As the price of entr>\ it insisted 
first that military research should be 
kept out of the hands of the new com- 
nuinity 'and then that each country, 
other than West Germany, should be 
allowed a military programine of its 
own. I’his had two effects; (1) it meant 
that whole areas of re.search which 
might have been of use on the civil 
si(k were blocked off from the new 
community; (2) it made certain that 
France would go it alone on a major 
nuclear programme of its own. 

The next problem occurred over the 
choice of the basic design for the 
reactor. 

The French, whose nuclear progra¬ 
mme was kept firmly in state hands, 
argued for gas-cooled reactors, whilst 
the West Germans, who used private 
industry tor their efforts, favoured the 
water-c^ed system that was being 
developed in the USA. In the end the 
by on a 

reactor design cooled by an organic 


HENNESSY 

liquid, which they all agreed was so 
unpromising as to provide little risk of 
competifion for their own national 
programme ! And by the early 1960s, 
when the Orgel reactor design was 
settled on by Euralom, these national 
programmes were growing rapidly. 

Tn West Germany, Siemens liad 
bought licences on the A-merican water- 
cooled design from Westinghouse, and 
was making significant progress. Since 
theiv Siemens ha.s gone on to make 
itself the only commercial success story 
in the European nuclear industry, des¬ 
pite relatively little government back¬ 
ing, Once more West Germany has 
proved the efficiency of private enter¬ 
prise. 

In France, the state atomic energy 
organisation was working feverishly to 
get some of the first-generation magnos 
reactors into operation. These are un¬ 
economic, but were believed to be a 
first step towards the next generation. 
Since then, the French experience has 
been unhappy. Ambitious programmes 
for the development of advanced reac¬ 
tors have fallen through, and the 
French industry is now in a parlous 
state. The only commercially viable 
reactors are made under license from 
the USA and fhe industry is too frag¬ 
mented to be ciTcctive on the world 
market. 

U 

REACTIONS 

In the early 1960s, however, the 
French were so confident of their 
future success that they felt able to 
weaken the already ailing Buratom 
structure. 

They insisted that the president of (he 
five-man commission charged with 
running the organisation should be 
dismissed and that someone else should 
be put in with the more or less decUircd 
intention of running down the organi¬ 
sation, so critical intcgralionists alleg¬ 
ed. Through the Council of Ministers, 
the French imposed cuts on the pro¬ 
gramme, reducing its budget in 1962. At 
the same time, they announced that they 
would go ahead on their own to deve¬ 
lop a third-generation sodium-cooled 
reactor. By 1966, the organisalion was 
struggling for sitrvival, and in 1968, 
the system of five-^year budgets ran out. 
Since then the organiwtion has exist¬ 
ed from hand-to-mouth, with one-year 


budgets which make cflcctivc work 
impossible. Staff have been drifting 
away from the main research centre 
at Ispra and it is likely to survive only 
if it finds non-nuclear work. 

The unkindcst cut of all came in 
January this year, when the UK’s 
negotiators on Common Market entry 
refused to pay anything for the right 
to the roulls of Euratom research. 
“Jn so far as the results arc not obso¬ 
lete, they are public knowledge”, said 
the British, who had carefully stayed 
c ut of Euratom, in spite of an invitation 
to join. Had they joined, it is possible 
that the project might have been more 
successful hut probable that they would 
have acted much as tlie French have 
done. The British did not participate 
because they felt that they had every¬ 
thing to lose and nothing to gain from 
pooling their knowledge .with the Six. 

Loose Grouping 

Britain did. however, push for the 
setting up of a looser, larger grouping, 
the European Nuclear Energy 
Association (ENEA), run by OECD. 
This has no commission with executive 
powers like Euratom, but it has been 
slightly more successful. The Dragon 
advanced cooled reactor in Dorset, 
England, is run by ENEA. ENEA 
has suffered fewer problems because it 
has stayed more oi less in tltc scientific 
world, rather than develop a project 
and then put it to commercial pro¬ 
duction.. This was not intentional, but 
the very looseness of the organisation 
has posed problems in getting its re¬ 
sults put into commercial practice. 
This has been made worse because 
technical leadership in the field re¬ 
mains firmly with the UK Atomic 
Energy Authority, which has had little 
success in commercialising its work. 

Nuclear research in Europe has been 
running at a high level of expenditure 
for the last 15 years, probably account¬ 
ing for a greater share of GNP than in 
the USA. In spite of this, no commer¬ 
cially successful European reactor de¬ 
sign exists. 

The Euratom failure shows ihal 
merely setting up a joint body with 
strong powers on paper is useless if the 
governments still look on technological 
policy as part of their nano^tfl economic 
strategy. And whilst governments 
think of policy as a national problem 
and whilst transitional companies re¬ 
main oddities made expensive by lax 
and other problems, it is unrealistic to 
expect governments to hive off the 
most potentially profitable sectors of 
their economics with no guarantee of 
fair return. 

The latest attempt at co-operalion 
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is not one but a scries of projects which 
grew out of proposal by the EEC 
Commission to set up working groups 
in seven key fields : computers, trans¬ 
port, telecommunications, oceano¬ 
graphy. metallurgy, pollution and the 
building of a large computer weather 
forecasting centre. These projects are 
studied bv the Co-operation Sciefftifique 
ct Technique (COST) group, which in¬ 
cludes the EEC, EFTA, Spain and Ire¬ 
land. The EEC countries have their 
own sub-group/’o/zV/^we de laRcscherche 
Scicntifiqiie ct Technique (PREST). 


The COST formula has come unaer 
fire, notably for the unwieldincss ot 
its meetings of 15 or more delegations. 
Tts consultations are usually inter¬ 
governmental, and industry has been 
reliiciant to risk giving away secrets 
to potential wvals; Rolls Royce, for 
example, refused to take part in the 
metallurgy group studying materials 
for turbine blades. 


In spite of these problems, the group 
has isolated 37 specific prcvjects within 
its seven main fields, and is prepaiing 
to decide which should receive backing. 
Real progress has been made in com¬ 
puters, where ICL of Britain is to co¬ 
operate w'ith Cl I of France in a link¬ 
up with the American Control Data 
Corporation to work on a large com¬ 
puter for the mid-1970s. This is to be 
done in place of a much srnaller pro¬ 
ject for a giant computer linking all 
the European manufacturers. Siemens, 
which has had considerable success 
making computers under US license, 
decided to pull out of the project. 
Phillips of the Netherlands, after initial 
hesitation, now seems likely to take 
part in the work of the COST group. 

Common Technology Proposed 

But, although COST can achieve 
limited goals if they arc well defined in 
advance, it contains no means of work¬ 
ing out a policy for technology in west¬ 
ern Europe as a whole. All that it 
can iiOpc to do is to bring closer to- 
getner what already exists. It is in a 
attempt to nil this gap that the EEC 
Commission recently put ftM-warcl pro¬ 
posals for reshaping the EEC's tech¬ 
nology policy. These proposals, which 
have still to be adopted by the Six's 
Council of Ministers, are likely to be 
heavily modified in discussion, and Mr 
Spincssi, the new Commission memK‘r 
rcst>onsible for technological policy 
has made il clear that their main pur¬ 
pose is to start ofl a debate on what 
technological policy should be. None¬ 
theless, they, do seem to go some way 
to solving the obvious problems which 
have cropped up in the previous efforts 


at co-operation, and will be especially 
important if Britain joins the EEC. • 

The first task which the Commission 
has set itself is to find a new role for 
its existing research centre at Tspra 
in Italy, In January, a new director- 
general was named and the Commission 
is to push ahead with its policy of seek¬ 
ing non-nuclear research jobs for the 
centre and I'or the three smaller centres 
scattered througliout the Community. 

1 'he second and more important task 
is to get a co-ordinated approach to 
technology as a whole. The Commis¬ 
sion proposes that a European Com¬ 
mittee for Research and Development 
(CERD) should be set up to group not 
only national ministries, but also firms, 
universities and trade unions. CERD 
will be charged with setting down the 
basic guidelines for the Community 
as a whole. The actual execution will 
be the responsibility of a semi-aiuo- 
nomoiis Commission agency. 

Long-term Programme 


Mtny 21, 1971 

of economic co-operation in the EEC. 

For all those, says the IGI, who 
believe in regional co-operation and in 
international team-work generally, the 
recent decision in Brussels opens up 
fascinating prospects. European Com¬ 
munity delegates agreed to begin 
a new chapter in the history of 
Ekrope; they decided thdt within 
10 years the Six will (i) establish 
a central bank (taking any new mem¬ 
bers in, such as the UK, who may in the 
interval join the EEC); (2)co-ordinate 
their economic policies; (3) remove 
intra-Europcan Community hindrances 
to the movement of persons and free 
exchange of goods, services, and capi¬ 
tal. 

Parliamentary Supervision 

A common economic and monetary 
policy for the Six cannot be achieved 
without some form of parliamentary 
supervision. Thus the decision at Brus¬ 
sels may also turn out to have been, 
in embryo, a decision in fayour of 
political union. 


The Commission makes il clear that it 
is not trying to take over control of all 
technology in the Community; most 
things, it says, can safely be left to the 
national level where they will operate 
more efTicicntly. The Commission does 
make clear, however, the need to have 
a long-term Community programme, 
and points out that unless the idea ot 
'‘fair return" can be extended to cover 
the return on technology as a wiiole, 
the failures of the past will be repeated. 
It suiigests that in future compitnics 
with ideas for development should be 
able to go to the Community agency 
for funds just as they can now go to 
their national governments. 

The most important point the Com¬ 
mission makes is that integrating Eur¬ 
opean technology can only make sense 
if it is part of a much wider pattern of 
integration of the economies of Europe 
as a w'holc. It is even harder in some 
ways to create a Europe-wide industrial 
structure in technologically-based in¬ 
dustries than in others, because nation¬ 
al prestige is more intimately involved. 
A more rational structure for deciding 
common technohigv might have avoid¬ 
ed some of the disasters of the past, but 
on its owm would not have meant suc¬ 
cess. Only a much wider effort on the 
part of governments can achieve that. 

Ill 

AN E.E.c:. experiment 
* 

But not to end on a sour note, I 
would point out that the Institute o1 
West German Industry’s latest report is 
mildly optimistic about the expansion 


So far, in the opinion of the West 
German Institute, so very good indeed 
But the Institute thinks ihat It is unfor¬ 
tunate that the delegates have agreed 
only on a first step and failed to work 
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out a detailed plan for the EEC’s fur* 
ther evolution. The absence of such a 
programme means that delicate and 
difficult negotiations have been post¬ 
poned. 

Economists who criticise the Brussels 
decision point out that the first step has 
largely to do with monetary co-ordi¬ 
nation. This is welcome, but can it 
proceed smoothly without more eco¬ 
nomic harmonisation than now exists 
among the Six? If, for example, one or 
several member-nations ran intf* in¬ 
flationary problems, as long as the 
EEC has no commonly agreed policy 
for avoiding or controlling such deve¬ 


lopments, what would there be to keep 
these members who were in economic 
trouble from exporting their inflation 
to other stable partner-countries ? 

It is true that there is a "safety 
valve" or precautionary clause m the 
agreement ; the progress towards a 
European economic and monetary union 
can be interrupted if the second stage of 
the EK’s evolution—that is, the period 
following Uiis initial period of monetary 
.co-operation—docs not bring the requi¬ 
site agreement on common political 
and economic approaches. 

The West German Institute never¬ 


theless concludes optimistically, if 
somewhat confusingly, that a big step 
has been taken towards a new kind of 
international partnership in Europe. 

Sources and acknowledgenenls : The 

first two sections in this article are the 
second and concluding part of a sum¬ 
mary of an exclusive report in the latest 
issue of European Trends, published 
quarterly (to subscribers only) by the 
Economist Intelligence Unit (27 St. 
James’s Place, London, SWI), but the 
£IU is responsible neither for the 
emphasis of my summary nor for 
my comments based on a variety of 
sources. 
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Trade Winds 


PLANNING COMMISSION 

The union Minister for Planning, 
MrC. Subramaniam, admitted at a news 
conference here last week that there had 
been a “slip up” on the part of the 
Cabinet Secretariat while issuing the 
notification on the reallocation of busi¬ 
ness among different ministries. This 
notification, it may be recalled, had 
transferred all the matters hitherto dealt 
by the Planning Commission to the 
Ministry of Planning. This had created 
apprehensions whether the Planning 
Commission had been downgraded. 
Mr Subramaniam emphasised that there 
was nothing farther from truth than 
any such apprehension. The Planning 
Commission, he said, had in no way 
been downgraded; on the contrary, it 
had been upgraded with a view to mak¬ 
ing it a more effective body. The neces¬ 
sary amendment to the above notifica¬ 
tion, he hinted, would be issued soon. 

Mr Subramaniam also discounted re¬ 
ports that the Planning Commission 
would be reconstituted on the lines 
of the Railway Board. There might be 
a change in its style of functioning but 
not in its structure, he said. The 
Planning Minister made it clear that the 
approach to planning would have to be 
changed to make it possible for the 
government to fulfil the promises it 
had made at the time of the mid-term 
poll. He did not think that the present 
approach was “adequate” for this pur¬ 
pose. Mr Subramaniam's emphasis 
was on reorienting the planning 
strategy to shift the emphasis on to 
the modernisation of agriculture. 

Another important observation 
Mr Subramaniam made was that all the 
decisions of the Planning Comission 
in future would betaken bytheCommis- 
sion as a whole and not by individual 
members. The new members, he how- 
cvci clarified, would be experts in their 
fields, 

Mr Subramaniam further slated that 
the Planning Commission in future 
would be keeping a close watch on the 
implementation of the planned schemes. 
He thought that this was necessary to 
make planning effective. 

The minister indicated that some 
budgetary and financial procedures 
might be changed to make planning 
more purposeful. He stressed that this 
was necessary to avoid unnecessary de- 
lavs in the implementation of planned 
schemes. In future, the various imple¬ 
menting authorities might be given in¬ 


dications of the allocation of resources 
to them well in advance rather than 
making them wait for knowing these 
allocations in the annual budgets. 

GENERAL INSURANCE TAKEOVER 

The union government has taken over 
the management of Indian and foreign 
general insurance companies as first 
step preparatory to the nationalisation 
and their ownership through legislation 
in the ensuing session of the Parlia¬ 
ment. An ordinance promulgated by 
the President on May 13 vested in the 
government the management of about 
107 Indian and foreign companies 
operating in this country. The union 
cabinet had earlier taken the decision 
for the immediate take-over of general 
insurance. Hailing the measure, at a 
news conference at his residence the 
Finance Minister, Mr Y.B. Chavan, 
stated that it was “as good as nationa¬ 
lisation.” The Finance Minister 
announced that compensation would be 
paid to all Indian companies at the 
rate of one twelfth of the average annual 
profits distributed by them during the 
years 1967, 1968 and 1969 or at Rs 
2.50 per thousand rupees of the net 
premium income written in 1969, which¬ 
ever was higher. For foreign companies, 
only the second alternative wouldapply. 
On the basis of the latter formula, the 
compensation would amount to about 
Rs 28 lakhs per month during the period 
of take-over. The actual amount of 
compensation for nationalisation would 
be indicated in the bill to be introduced 
in the forthcoming session of Parlia¬ 
ment. The government proposed to 
appoint custodians for all the compa¬ 


nies. Till then, the existing manage¬ 
ments will continue to be in charge but 
as agents of the government. They will 
be free to carry on normal day-to-day 
transactions but important transactions 
would need the prior sanction of .an 
authorised person appointed by the 
government for the purpose. (For 
the text of ordinance see 'Records & 
Statistics'p. 911.) 

BANNED LIST SCRAPPED 

There would be no more banned 
list of industries for the purposes of 
industrial licensing. The centre has 
finally decided to dispense with this 
regulation. Hitherto there were three 
types of lists: (1) a list of ISO indu.stries 
for which fresh applications were to 
be rejected outright, (2) a list of 47 in¬ 
dustries which were to be reserved ex¬ 
clusively for development in the small- 
scale sector, and(3)a list of 50 industries 
w'hich were to be considered on merit. 
The banned list was introduced to rest¬ 
rict additional capacity being set up in 
such sectors where there was already 
an excess capacity so that the units 
already in the field did not suffer from 
lack of demand for their products. On 
an experimental basis, the centre 
decided to do away with such regula¬ 
tion for a brief period since March last 
year. A review of this experiment had 
been undertaken of the additional 
capacities set up in such industries 
which w'cre under the banned list ear¬ 
lier. The study had revealed that the 
suspension of the banned list had not 
resulted in undesirably high investment 
in various sectors nor was there any 
significant pressure on scarce raw mate¬ 
rials. On the basis of the study, the 
government has decided to permanently 
do away with the banned list. However, 
the reservations to the small-scale in¬ 
dustries continue. 

OUTPUT OF CHEMICALS 
The production of chemicals in this 
country increased substantially during 
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the year U 970. Aocordiflg to the statis* 
tics compiled by the Economics & 
Statistics Division of the Ministry of 
Petroleum & Chemicals, there was a 
rise of 15 to 25 per cent in the produc¬ 
tion of synthetic fibres, plastics chemi¬ 
cals and resins and petrochemicals. 
The output of ethyl alcohol was up by 
7.2 per cent over the preceding year. 
Also, S3 important petrochemical 
items vtere being produced in 1970 as 
against only three in 1960. Further, 
during 1970, the production of caustic 
soda, soda ash and sulphuric acid went 
up by 5 to 7i per cent, of synthetic de¬ 
tergents by 15 per cent and of technical 
pesticides (DDT, BHC and Parathion, 
etc.) by more than 30 per cent. 
Dyestuffs recorded an increase of 18.3 
per cent. The output of soaps was,, how 
ever, marginally less than in the year 
before. A study of the growth pattern of 
the inorganic chemicals industries dur¬ 
ing the past decade reveals that the pro¬ 
duction of caustic soda and soda ash 
has gone up nearly three times and that 
of sulphuric acid more than three and a 
halftimes. During the same period, the 
output of technical pesticides showed an 
increaseof 3.7times. In 1970, the out¬ 
put of most of the antibiotics, sulpha 
drugs arid vitamins went up in varying 
degrees. The production of tetracyclines 
was more than doubled and that of most 
commonly used sulpha drugs increased 
by 15.7 per cent. 

BUFFER STOCK OF FOODGRAINS 

The report of the Food Corporation 
of India for 1970-71 gives an idea of its 
performance during the year in fulfilling 
the objectives for which it was set up: 
ensuring an incentive price for the far¬ 
mer and building up a national buffer 
stock of foodgrains. In the rabi 
season 1970-71, the FCl purehased one 
million tonnes of wheat, principally in 
Punjab atid UP, and took over about 
2 18 million tonnes of wheat procured 
by the state governments or their co¬ 
operative marketing federations, princi¬ 
pally in Punjab and Haryana. During 
kharif 1970-71 (up to the end of March 
1971) it purchased over 1.35 million 
tonnes of rice directly and took over 
0.9 million tonnes procured by state 
governments. While the whole opera¬ 
tion, because of its magnitude, played 
a massive price support role, specific 
support operations were undertaken for 
the benefit of fhrmers of various re¬ 
gions. Thus, for the first time in Andhra 
^adesh, where the previous system of 
procurement was through levy on rice 
mills only, 300 purchase centres were 
set up within a record time of one week 
and the total purchases amounted to 
over 1^,000 tonnes of paddy. Simi*- 
larly, 136,000 tonnes of paddy were pro¬ 
cured in Punjab and Euiryana, 450,000 
tonnes of rice in Madhya Pradesh and 
over 3,000 tonnes of mustard seeds in 
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West Bengal, as price support measures. 
The total stock of foourains with the 
FCI rose from 3.7 million tonnes in 
the beginning of 1970-71 to 4.9 million 
tonnes at its end. 

RAILWAYS EXPAND CAPACITY 

Indian Railways are in a position to 
handle import-export traffic in contain¬ 
ers. This was stated by Mr R.N. Seth, 
a railway engineer, in a paper readat a 
meeting of the Institution of Mechani¬ 
cal Engineers recently. He stated that 
broad gauge flat wagons available with 
Indian Railways could be made use 
of for the transportation of containers 
of international specifications. Mean¬ 
while, the Research, Designs and Stan¬ 
dards Organization of Indian Railways 
had developed a special-purpose con¬ 
tainer flat wagon which would be capa¬ 
ble of transporting both domestic 
5-tonne capacity containers and the 
larger containers in international use. 
This vehicle would enable container 
trains to be run at a maximum speed 
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of 100 kilometres per hour as against 
75 kilometres per hour at present. 

Indian Railways introduced the con¬ 
tainer service in 1966. The country has 
at present a fleet of 130 container wa¬ 
gons and 686 containers, alt designed 
and manufactured indigenously 

SOVIET MINISTER IN DELHI 

MrN.S. Erofiev, Deputy Minister for 
Oil Exploration, USSR, called on the 
Minister of State for Petroleum & 
Chemicals, Mr PC. Sethi, recently. 
Accompanied by a team of Soviet 
experts, he had discussions with Mr B. 
Mukerji, Secretary, Ministry of Petro¬ 
leum & Chemicals, and chairman and 
other members of the Oil & Natural 
Gas Commission. Mr Erofiev and the 
experts were in India to review the work 
being done by a Russian team, in colla¬ 
boration with ONOC, to prepare a 
t^hno-economic report on oil explora¬ 
tion in the country in the next decade. 
The team started work in August last 


REVISED PROCEDURE FOR 
INCOME TAX ASSESSMENTS 

In accordance with the substituted provisions of Section 143 (1) of the 
Income-tax Act, 1961 Income-tax Officers will be free to accept, in a large majority 
of cases, returns of incotiie, subject only to statutory adjustments to the income de¬ 
clared, without calling tax-payers or their account books and other evidence. If a 
tax-payer objects to such an assessment, the Income-tax Officer is duty bound to 
make a fresh assessment after calling upon the tax-payer to appear personally or 
to produce account books and other evidence. 

These procedures, with their accent on trust in tax-payers, lean heavily on the 
completeness and correctness of returns of income. Tax-payers are requested to 
respond by furnishing correct particulars in the returns of income and ensuring 
that these are, wherever available, invariably accompanied by a copy of the Manu¬ 
facturing or Trading Account, the Profit and Loss Account and Balance Sheet. 

New assessment procedures aim at expeditious completion of income-tax 
assessment. To achieve this objective, it is essential that tax-payers furnish their 
returns of income promptly and voluntarily as required under Section 139(1) of 
the Income-tax Act, without waiting for a reminder from the Department. Under 
that Section, returns of income for assessment year 1971-72 are ordinarily due by 
June 30, 1971, but a tax-payer closing his accounts of business or profession after 
31st December, 1970 may file his return within six months, from the date of closing 
the accounts. Tax-payers would be well-advi,sed to comply with the provisions 
of Section 139(1) to avoid the penal consequences. 

central BOARD OF DIRECT TAXES 
(Department of Revenue & Insurance) 
Ministry of Finance, Government of Inaia. 
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year and the study is expected to be 
completed by September next. Mr 
Erofiev wasofthc view that all possibi- 
Irtics of finding oil in Cambay and 
Assam had not yet been exhausted. 

AIR-INDIA—BOAC ACCORD 

Air-India and the British Overseas 
Airways Corporation (BOAC) had 
reached an agreement on Air«]ndia"s 
operation of Jumbo services across the 
Atlantic, Air-India would operate 
three Jumbo services a week. A de¬ 
tailed commercial agreement between 
the two airlines yas proposed to be 
signed shortly. Air-lndia would make 
compensation payments to the BOAC 
for passengers carried between Britain 
and the United States in excess of 
agreed total up to a fixed mrximum sum 
under the formula worked out by the 
two airlines. 

CABLE EXPORT 

The cable industry has achieved a 
striking projgrcss on the export front. 
The consortium of cable manufacturers 
which spearheads the export drive has 
built up export orders worth Rs. 5.75 
crores in the last one year. Besides 
earning foreign exchange, these orders, 
which have been won in the face of stiff 
competition from the established rivals, 
will enable the industry to utilise its 
capacity better. Of the foreign buyers, 
the UAR has been the most responsive 
one with its orders aggregating Rs 
2.7 crores. The USSR has placed 
orders for supply worth Rs 1.52 crores 
and the business with the public utility 
boards of Singapore has amounted to 
Rs 70 lakhs. What is significant is that 
cables worth nearly Rs 4.5 crores 
against these orders will be based on 
aluminium conductors which have a far 
smaller import content than cables based 
on copper conductors. Export orders 
also include PVC cables worth Rs 60 
lakhs out of which supplies valued at 
Rs 50 lakhs go to Europe. 

INDIA AT SWEDISH FAIR 

The Indian Pavilion at the Swedish 
Fair, at Gothenburg inaugurated on 
May 7, drew huge crowds. The Indian 
Pavilion attracted keen interest in its 
products such as nibbling machines, 
grinders, electronics and sound equip¬ 
ment, handlooms and other textiles 
and tasted cashew and mango juice. 
On the first day about 20 enquiries 
were received for nibbling machine 
tools, jute handlooms, rayon and cotton 
textiles, towels, ready-made garments, 
woollen knitwear and sports goods. 

UCENSING SIMPLIFIED 

A three-fold formula was suggested 
at a recent meeting of the standing 
committee of the Central Advisory 
Council of Industries for simpiifiation 
of industrial licensing prcKcdurcs. 
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These were (1) A clear enunciation of 
the norm.s that are taken into considera¬ 
tion in accepting or rejecting an appli¬ 
cation; (2) The setting up of an inter- 
ministerial machinery which should 
gives simultaneous consideration to an 
application from various points of view 
concurrently and not successively; and 
(3) a simplified but comprehensive 
application form to avoid repeated refe¬ 
rences to an application for further 
information. Mr Moinul Haque Chou- 
dhury, the Minister for Industrial De¬ 
velopment, informed the committee 
that he had already instituted a study 
of the problems of procedural delays in 
the ministry and hoped to find workable 
solutions to it. 

TAX PROCEDURE REVISED 

A simplified income-tax assessment 
procedure has been introduced follow¬ 
ing the enactment of the Taxation Laws 
(Amendment) Act, 1970. Under the 
revised procedure, the return of income 
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filed by a tax-payer will be laccepted 
by the income-tax authorities; normally, 
the tax-payer will neither be requir^ 
to visit the tax authorities nor to pro¬ 
duce account books for evidence. In 
case a demand notice has been served 
on the (ax-payer, he can raise objections 
and the income-tax ofiScer in that case 
will be required to make a fresji assess¬ 
ment. In such cases, the tax-payer may 
have to appear personally or may have 
to produce account books and other 
evidence in support of his return of in¬ 
come. The revised procedure leans 
heavily on the completeness and correct¬ 
ness of the returns. It would be possible 
to expedite assessments if the returns 
are accompanied by a copy of the manu¬ 
facturing and trading account, profit 
and loss account and balance sheet. 

SILK DELEGATION FOR MOSCOW 

A three-man technical delegation of 
the Central Silk Board, led by Dr S. 
Krishnaswamy, Director, Central Seri- 
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ctiltural llesearch & IVaitiittg Institute, 
Mysore, left for Moscow recently. The 
delegation, sponsored by the Ministry 
of Foreign Trade under tha Indo>So- 
^'et Cultural and Sdentific Exchange 
Programme, will tour the sericultural 
areas in Uzbekistan, Azerbaijan and 
Georgian republics for nearly. four 
weeks to^study recent developments in 
the silk industry in the USSR. The Cen¬ 
tral Silk Board has prepared an ambi¬ 
tious project to, produce annually about 
800 tonnes of bivoltine silk and this 
visit will provide an opportunity for 
the Indian technologists to study the 
scientific and technical progress made 
by the Soviet silk industry. The dele¬ 
gation includes Mr Mohd Ayub Khan, 
Director, Central Silkworm Seed Sta¬ 
tion, Pampore (Kashmir) and Mr S.P. 
Mediratta, Assistant Secretary, Central 
Silk Board. 

1NDO-U.A.R. TRADE 

A review of Indo-UAR trade was 
made recently between official delega¬ 
tions of the two countries. A two- 
member delegation of UAR led by 
Mr. Mustafa Rushdy, Director General 
for Trade, UAR, arrived in New Delhi 
recently. The two delegations discussed 
various problems in regard to Indo- 
UAR trade. 

BRANCH OF SYNDICATE BANK 

Syndicate Bank opened a branch 
in the union territory of Laccadive, 
Minicoy and Aminidivi Islands, on 
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April 21,1971 in the southern roost Is¬ 
land of Minicoy, an island off the west 
coast of India, 350 kilometres from 
Cochin. The 484th branch of the bank 
at Minicoy was declared open by Mr 
P.M. Sayeed, Member of Parliament 
from Laccadive, Minicoy and Amindivi 
Islands. Mr K. Damodara Menon, Ad¬ 
ministrator of Laccadive, Minicoy and 
Amindivi Islands, presided over the 
inaugural function. 

NATIONAL LABOUR INSTITUTE 

The union government will set up 
an autonomous National Labour Insti¬ 
tute in Delhi for conducting studies. A 
provision of Rs 1.60 crores has been 
made in the fourth Plan for this projecl. 
This was stated by Mr R.K. Khadilkar. 
Minister of Labour, Employment and 
Rehabilitation, in his valedictory add¬ 
ress to the trainees of twentieth course 
of the Indian Institute of Labour Studies 
in New Delhi recently. Twenty-one 
trainees from six countries, slates and 
public sector projects participated in 
the course. So far, the institute has 
trained 525 labour officials. 

LOAN FOR JAMMU & KASHMIR 

A short-term loan of Rs one crorc 
has been sanctioned by the Central 
Government to the Jammu & Kashmir 
state for advancing fertiliser taccavi 
and for purchase and distribution of 
seeds and pesticides. The grant of the 
loan follows the visit of a, central study 
team during the second week of April 
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for assessing to what extent the failure 
of rains had affected agricultural crops 
in three districts of Kashmir. Unpre- 
cendeiited drought in Kashmir Valley 
and some parts of Jammu and LadaMi 
was reported during Kharif, 1.970. Dur¬ 
ing winter of 1969-70, very little snow 
was received in the Kashmir Valley and 
the spring rains which are ne<»ssa^ for 
raising Kharif crops were also inade¬ 
quate. Subsequently, the snow-fall 
during 1970-71 winter has also been 
very little. 

DEVT.LOPMENT TECHNOLOGY 

A one-day senunar to discuss prob¬ 
lems concerning leather, ceramics, agri¬ 
cultural implements and coir production 
was inaugurated recently by the union 
Minister for Industrial Development, 
Mr Moinul Haque Choudhury. The 
seminar, which was organised by the 
Appropriate Technology Cell of the 
Ministry of Industrial Development, 
was attended by scientists, techno¬ 
logists, economists and admini.strators. 

The need for devising a suitable tech¬ 
nology for the developing countries, 
particularly in view of the scarcity of 
capital and abundance of labour avail¬ 
able in such countries, has been em¬ 
phasised in recent months. The prob¬ 
lem has become specially important in 
view of the need for providing gainful 
employment opportunities on a large 
scale in the next few years in the rural 
and semi-urban areas of the country. 
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G>mpany Affairs 


BIH AR ALLOY STEELS 
Bihar Alloy Steels Ltd, a company 
promoted in collaboration with Socie- 
te dcs Forges ct Ateliers du Cremot 
of Paris, France, will cnicr the capital 
market on May 25 with an issue of 
Rs 4 05 crores comprising Rs 3.65 
crores in equity shares of Rs 10 each 
and Rs one crorc in 9.5 per cent cumu¬ 
lative redeemable pre fere nee shares of 
Rs 100 each for public subscription. The 
entire issue has been underwritten. 
The issin will close on May 28 or earlier 
at the discretion of the directors but 
not before May 27,1971. The company 
is setting up a Rs 24.32-cvore alloy steel 
plant at Pat rat u, near Ranchi (Bihar) 
with an installed ca|3<ici(y of 36,0ti0 
tonnes per annum of alloy construc¬ 
tional steels and 4,000 tonnes ol* alloy 
tool steels and high speed tool steci^. 
The principal raw material, scrap, is 
available near the project site. Civil 
construction of the factory buildings is 
expected to start by the middle of this 
year and production is schcuuled to 
commence by the end ol* 1973 orlicgin- 
ning of 1974. The company has an 
authorised capital of Rs eight crorcs 
(Rs seven crores in equity and Rs one 
crorc in preference shares). The pre¬ 
sent issue is for Rs 5.99 crores, of which 
equity shares of Rs 54 lakhs will be 
allotted to foreign collaborators for 
technical know-how and of Rs 80 
lakhs to financial institutions. (Rs 23 
lakhs to Industrial Development Bank 
of India, Rs 15 lakhs to Industrial 
Finance Corporation of India, Rs 15 
lakhs to the Industrial Credit and In¬ 
vestment Corporation of India Lid, 
Rs 15 lakhs to the Unit Trust cf India, 
Rs 12 lakhs to the Life Insurance Cor¬ 
poration of India). The company has 
already received import licences for 
machinery. According to Dr B.C. Jam, 
Managing Director, the management 
spects to clear the arrears of ]>rc- 
ference dividend within the second year 
of production and pay a maiden equity 
dividend from 1976 onwcirds. 

STERLING GENERAL INSURANCE 

The working of the Sterling General 
Insurance Company Ltd during 1970 
has resulted in a net profit of Rs 
4.63 lakhs compared to Rs 2 95 
lakhs in the previous year. Profit on 
realisation of investmenis amounted 
to Rs 3.41 lakhs. After adjustmems, 
the disposable surplus amounts to 
Rs 11.74 lakhs. After deducting 
Rs 5.43 lakhs for taxation the avai¬ 
lable balance is Rs 6.31 lakhs, which 
has been transferred to general reserve 
out of which the proposed equity divi¬ 


dend of 12 per cent and the preference 
dividend will be paid. The directors 
have proposed to issue 49,726 fully 
paid-up ordinary shares of Rs 10 each 
at paras bonus shares to the existing 
shareholders in the proporation of 
one for every three ordinary shares 
held. The gross premium income has 
increased by 20 per cent to Rs 315.62 
lakhs and net premium by 42.3 per 
cent to Rs 153 36 lakhs. 

HINDUSTAN BREWERIES 

The recent oiiblic issue of 122,500 
equity shares of Rs 10 cacli, by Hin¬ 
dustan Breweries & Bottling Ltd, 
is reported to have been oversubscrib¬ 
ed. Hindustan Breweries and Bottling, 
a new company, entered the capital 
market on May 11, with a public issue 
of Rs 12.25 lakhs in equity shares of 
Rs 10 each. 

JLSONS ELECTRONICS 

Jesons Electronics Ltd, which has 
plans to manufacture dry battery cells, 
will shortly enter the market to raise 
capital for its project. According to 
present indicatitms, it will olTer for 
public subscription equity shares worth 
Rs 24.50 lakhs and the entire issue of 
preference shares worth Rs 10 lakhs. 
The company's project envisages the 
maniifactuic of 60 million dry battery 
cells per year for use in flash light 
torches and liansistor radios. The 
total capital outlay for the project is 
estimated at Rs 125 lakhs which will be 
met from the proceeds of the total 
capital issue amemnting to Rs 60 lakhs 
including equity shares worth Rs ,50 
lakhs, and long-term loans fiom finan¬ 
cial institutions aggregating Rs 65 
lakhs, including Rs48 lakhs in foreign 
exchange. 

JAGATJIT INDUSTRIES 

Jagaljit Industries Ltd has reported a 
profit, before providing for corporate 
tax and development rebate of Rs 45.56 
lakhs for 1970 against Rs 50.19 lalchs 
in the preceding year. Sales have in¬ 
creased to Rs 453.77 lakhs from Rs 
356.97 lalchs. After adding Rs 6,760 
being excess provision for doubtful 
debts writtOTi back the total is Rs 
45.63 lakhs. Development rebate 
reserve gels Rs 2.05 lakhs, taxation Rs 
24.37 lakhs, doubtful debts Rs 53,169 
and general reserve Rs 18.67 lakhs. The 
directors have rccommeitded a dividend 
of 12 per cent on equity capital pay¬ 
able out of general reserve. 

BHARAT COMMERCE 

Bharat Commerce and Industries 
Ltd has recorded a gross profit of 


Rs 155.35 lakhs during theI^ear 1970, 
showing an increase of 20*5 per cent 
over the previous yearns profit of Rs 
128,91 lakhs. The directors have pro¬ 
posed to provide Rs 54 lakhs towards 
depreciation, Rs four lakhs towards 
development rebate reserve, Rs 26.74 
lakhs towards provision for gratuity 
and Rs 37 lakhs for taxation. The 
net profit after adjustments works 
out to Rs 32.99 lakhs and this 
amount has been transferred to general 
reserve. The directors have recommen¬ 
ded a dividend of 12 per cent on the in¬ 
creased equity capital (including bonus 
shares issued by the company during 
the year 1970). The equity shares will 
absorb Rs 18 lakhs as against Rs 15 
lakhs distributed to equity shareholders 
last year. 

CAPITAL AND BONUS ISSUES 

Concent has been accorded to 17 
companies to raise capital of over 
Rs6.02 crores. Fourteen cf them are 
to issue bonus shares totalling over 
Rs 3.62 ciotes and the amount of' 
bonus shares ranges between Rs 88,600 
and Rs 80,32,500. The consents arc 
valid for 12 months. The follow¬ 
ing arc the details: 

Suhrid Gcigy Ltd, Ahmcdabad, has 
been accorded consent to capitalise 
Rs 65,00,000 out of its general reserves 
and issue fully paid equity shares of 
Rs .500 each as bonus shares in the 
ratio of one bonus share for every 
three equity shares held. 

Asian Paints (India) Private Ltd, 
Bombay-1, has been accorded consent 
to capitalise Rs 40 lakhs out of its 
general reserve and issue fully paid, 
equity shares of Rs 100 each as bonus 
shares in the ratio of two bonus shares 
for every three equity shares held. 

Gedorc (Tools) India Private Ltd, 
Delhi, has been accorded consent to 
capitalise Rs 50 lakhs out of its general 
reserves and issue fully paid equity 
shares of Rs 100 eacli as bonus shares 
in the ratio of one bonus sh«ire for 
every one cc]^uity share held. 

Capribans (India) Private Ltd, 
Bombay has been accorded consent to 
capitalise Rs 80,32,500 out of itsgene- 
ral rc.scives and issue fully paid equity 
shares of Rs 100 each as bonus shares 
in the ratio of 17 bonus shares for 
every JO equity shares held. * 

Morris Electronics (Private) Ltd, 
Poona« has been accorded consent to 
capitalise Rs 4 lakhs out of its general 
reserves and issue fully paid equity 
hares of Rs 100 each as bonus shares 
in the ratio of two bonus shares for 
every three equity shares held. 

United Works Private Ltd, Bombay 
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26, has been accorded consent valid 
for 12 momthsto capitalise Rs 1,25,000 
out of its free reserves and issue fully 
paid equity shares of Rs 100 each as 
bonus share in the r^t o of one bonus 
share for every one equity share held. 

Pigments & Dyestuff Private Ltd. 
Bombay, has been accorded consent to 
capitalise Rs9 lakhs out of its general 
reserve and issue fully paid equity 
shares of Rs 100 each as bonus shares 
in the ratio of two bonus shares for 
every equity share held. 

C, K. Sen & Company Private Ltd. 
Calcutta, has been accorded consent 
to capitalise Rs 2.40,000 out of its 
general reserves and issue fully bonus 
equity shares of Rs 500 each as bonus 
shares in the ratio of one bonus share 
for every one equity share held. 

Avvind Mills Ltd, Ahmedabad. has 
been accorded consent to capitalise 
Rs 50 lakhs out of its general reserve 
and issue fully paid equity shares of 
Rs 100 each as bonus shares in ll:e 
ratio of one bonus share for every three 
equity shares held. 

Sudarshan Chemical Industries Private 
Ltd. Poona, has been accorded consent 
to capitalise Rs 25 lakhs out of its free 
reserves and issue fully paid equity 
shares of Rs 100 each as bonus shares 
in the ratio of one bonus share for every 
one equity share held. 

T. Maneklal Manufacturing Co. Ltd. 
Bombay, has been accorded consent to 
capitalise Rs 6 lakhs out of its general 
reserves and issue fully paid equity 
shares of Rs 100 each as bonus shares in 
the ratio of one bonus share for every 
nine equity shares held. 

Sarabhai M. Chemicals Private Ltd, 
Ahmedabad-4, has been accorded 
consent to capitalise Rs 24,75,()(X) out 
of its general reserves and issue fully 
paid equity shares of Rs 500 each as 
bonus shares in the ratio of three bonus 
shares for every (wo equity shares held. 

Southetn I^orgings Private Ltd. 
Madras, has been .nccorded consent to 
capitalise Rs 88,600 out of its general 
reserves and issue fully paid equity 
shares of Rs 100 each as bonus sliares 
in the ratio ol' one bonus share for 
every foqr equity share held, 

Krishna Industries Private Ltd, 
Bangalore, has been accorded consent 
to capitalise Rs 4,19,800 out of its 
general reserves and issue fully paid 
equity shares of Rs 100 each as bonus 
shares in the ratio of two bonus shares 
for every five equity shares held. 

Belapur Sugar & Allied Industries 
Ltd. Bombay, has been granted consent 
to the issue of capital of Rs 176,24,150 
in 14,09,932 equity shares of Rs 12.50 
each, to be allotted to the shareholders 
of Belapur Co. Ltd as fully paid up, 
in the proportion of four equity shares 
for every equity share of Rs 50 each of 


“BELAPUR" held as a result of the 
scheme of amalgamation approved by 
the High Court of Bombay. 

Usha Telcboist Ltd. Calcutta, having 
a paid up capital of Rs 34,50,000 has 
been accorded consent for issue of 
further share capital of Rs 1.325,000 
divided into 1,32.500 equity shares of 
Rs 10 each, for cash at par as right 
shares. The proceeds will be utilised 
for financing the new project for the 
manufacture of truck mounted load 
luggers and truck mounted hydraulic 
hoists. The consent is valid for a period 
of 12 months. 

Saura^ihtera Cement & Industries 

Ranavav. has communicated to the 
government of its proposal to issue 
capital under clause 5 of the Capital 
Issues (Exemption) Order, 1969 as 
indicated, 9.5 per cent redeemable 
cumulative preference shares of Rs 100 
each of ii value of Rs 50 lakhs for cash 
at par to redeem the existing preference 
shares of Rs 50 lakhs which fall due 
on 30-11-1971. 

LICENCES & LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act 
1951, during the four weeks ended 
January 30, 1971. The list contains the 
names and addresses of the licensees, 
article of manufacture, types of licences 
—New Undertaking (NU): New Article 
(NA) ; Substantial Expansion fSE); 
Carry on Business (COB): Shifting— 
and annual installed capacity. 

Licences Issued 
Metallurgical Industries 

M/s. Hindustan Construction Co. Ltd, 
Walchand Harichand Marg, Bombay— 
11. (Bhadraswan - W. Bengal)—!, 
fabricated steel structurals.—I2(X) ton¬ 
nes p.a. 2. Derrick cranes—UK) tonnes 
p.a. (COB): M/s The Jay Engineering 
Works Ltd., 183-A, Prince Anwar 
Shah Road, P.B.No. 2158. Calcutta-51. 
(Calcutta - West Bengal) —Grey iron 
castings — 1,500 tonnes, p.a. (COB): 
M/s. Mliltiweld Wire Company Pvl. 
Ltd, 59, Marol-Maroshi Road, Marol, 
Bombay— 59 (Bombay—Maharashtra) 
—Welded wire mesli 6,000 tonnnes pet 
annum (NU); M/s. New Central Jute 
Mills Co. Ltd, 11 Clive Row, Calcutta- 
1, (Calcutta- West Bengal) -(i) Grey 
iron castings -6.000 tonnes per annum 
(ii) Non-ferrous castings 12 tonnes 
per annum (COB) : M/s. Bird & Co 
(Pvt) Ltd., (Process Engineering Divi¬ 
sion), Dakhindari, Calcutta (Calcutta— 
W. Bengal—48, Iron Castings—2400 
tonnes per annum, (b) Alloy iron 
castings—24000 tonnes per annum, 
(COB); M/s. Tata Yodogava Ltd. .3rd 
Floor, Tisco Old General Office 
Building, Jamshedpui —1 (Adityapur - 
Bihar)-d. Steel, steelbaso and cast 
iron rolls—7,800 tonnes per annum. 


2, Slccl ingots—30,000 tonnes per 
annum (COB) 

M/s. R.S. Steel Works, Cluttcrbuck- 
ganj, Bareilly (Clutterbuckganj-Uttar 
Pradesh)— Fabrication & galvanising 
of transmission lowers, sub-station 
structures & microwave antenna to¬ 
wers- 8,000 tonnes p-Jr annum. (COB). 

Metallurgical! ndustrles—Non-Ferrous 

M/s. Picmier Brass & Metal Works 
(P) Ltd. 8, Industrial Estate, Qovind- 
pura Bhopal-2.L (Govindpura-Madhya 
Pradesh)-Extruded products of copper 
and copper alloys.—700 tonnes per 
annum. (COB). 

Fuels 

M/s. Newton Chickli Colliery Ltd, 
P.O. Parasia, L>ist. Chhindwara. (Ma¬ 
dhya Pradesh)—Coal—5,4(),(X’0 tonnes 
peranniim. (SE): M/s. West Ramkanali 
Colliery Company. P.O. Katrasgarh, 
Dhanbad (Bihar). (West Ramkanali- 
Bihar)- Coal—1.33,000 tonnes. (SE), 

Boiler & Steam Generating Plants 

M/s. Beiliss & Mcrcem (I) Ltd, 6, 
LUlle Russel Street, Calcutta-6. (Bhad- 
dreswar-West Bengal)—1. Multistage 
steam tiirbines-6 per annum. 2. Single 
stage steam turbines—96 per annum, 

3. Instructional steam engine.^—48 per 
annum. 4. Industrial steam engines—12 
per annum. 5. Laboratory equipment 
comprising, (a) Pressure temperature 
apparatus (b) Legging & co-cfficicnt of 
radiation testing apparatus, (c) Separa¬ 
ting and throtllim; calorimeier—36p.a. 
(COB). 

Prime Movers 

M/s. Acme Manufacturing Co. Ltd, 
Antop Hill, Wadala. Bombay-31 DD 
(Bombay-Maharashlra)- Internal Com¬ 
bustion Engines (Horizotital and Verti¬ 
cal belw'ccn the ranges from 5 to 15 
HP)—2,600 numbers per annum. 
(COB). 

Electrical Equipment 

M/s. Precision Stampings, D-6, Ma-. 
haranibagh, New' Dclhi-14. (Faridabad- 
Haryana)—Electrical stampingji;—3(X)0 
tonns per annum. (NU); M/s. Tata- 
Mcrlin & Govin. Ltd, Raj Mahal, 
84, Veer Nariman Road, Bombay-1. 

(Maharashtra).Current and potential 

transformers of66 KV range—250 Nos. 
per annum. (NA): M/s. Beni Ltd, 1, 
Crooked Line, Calcutta-L (West Ben¬ 
gal)- Components for controlling 
equipment for electric locomotives & 
E.M.U. Coaches —Rs 20 lakhs per 
annum. (NA); M/s, Andhra Mechanical 
& Electrical Industries Ltd, 173, Se¬ 
cond Floor, Fateh Maidan North Road, 
EIyderiibad-4. (Hyderabad-Andhra Pra¬ 
desh)-- 1. Circuit breakers II KV.— 
300 nos. per annum, 2. Circuit breakers 
22/33 KV. -75 Nos. per annum, 3. 
Current and potential transformers 11 
KV.—^900 nos. per annum, 4. Current 
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and potential transformers 22/33 KV— 
225 nos. per annum, 5-fsolator (motor 
operated type) lJ/22 KV/33 KV—100 
nos. 

Teiecommunications 

Shri Slvishi V. Mansata, 87, K-Park 
Street, Calcutta-18.(Myscrc)—Semicon- 
ductor devices (iransitor/diodes)—Ex¬ 
pansion IVom existing capacity of I 0 
million nos. to 3 0 million nos. per 
annurn. (SL); M /s. Garden Reach Work¬ 
shop Ltd, 43'46, Garden Reach Road, 
Calcutta-24. (Calcutta-West Bengal)— 
(1) Electric anchor windlasses--20 nos. 
per annum, (2) Electric capstans—12 
nos. (NA). 

Industrial Machinery 

M/s. Bird & Co (P) Ltd, (Process 
Engineering Division) Dakhindari, 
Cai‘cuila-48. (Calcutta-West Bengal)— 
Equipment for fertilizer, petro-chemical 
and other industries comprising of water 
treatment plants, rubber-lined chemical 
equipment, mild steel, glass-lined and 
P.V.C. lined equipment Rs 25 lakhs 
per annum. (COB); M/s. Busching 
Schmitz Pvt. Vd, 66, Ring Road, L'^j- 
pat Nagiir-lll, New Delhi-24. (Farida- 
bad-HaVyana)—Horizontal and verti¬ 
cal pressure filters—Rs 24 lakhs p.a. 
(COB); M/s. C.R. Engineering Works 
Pvt. L*d, O.R. House, 86, M. Vasanji, 
Road, Bombav-59 A,S. (Bombay-Maha- 
rasfUra) — 1, Pharmaceutical, machinery 
such as kettles and vessels, mixers, 
blenders, granulators, mixing and 
kneeding machines. 2. Chemical ma¬ 
chinery such as pressure vessels, blac- 
tion vessels, heat exchangers & disti¬ 
llation columns. 3. Distillation plants for 
industrial alcohol, rectified sprit/rum 
spirit and silent spirit- Rs 15 lakhs per 
annum. (COB); M/s Crompton Greaves 
Ltd. Kanjur, Bhandup East, Bombay- 
78. (Bombay-Maharashira)- Power dri¬ 
ven pumps—30,000 ros. per annum. 
(COB). 

Machine Tools 

M/s SIM-Mancklal Industries Ltd, 
Vaswani Mansions, Dinshaw Vachha 
Road, P.B. No. 11066 Marine Lmc, 
Bombay-20. (Ahemdabad-Oujarat )— 
<1) Blow moulding machines BL.— 
KEB3,BI3& V8—.50 nos valued at 
Rs 1,38,05,740/ per annum (2) Silk 
screen printing machines D-20, 20 nos 
valued at Rs 3,95,200 per annum. (3) 
Flame treating machines F-30—20 nos. 
valued at Rs 2,71,700 per annum, (4) 
O.anulators OA.-8 and G-16 — 10 nos, 
valued at Rs 1-2,38,705 per annum. 
(NA). 

Engineering Industries 

M/s Dharampur Leather Cloth Co. 
Pvt. Ltd, 10, Chowpatty Sea Face, 
Bombay-7. (Dharampur-Gujarat)-‘Un- 


plasticizcd PVC sheets, plasticized un¬ 
supported sheets, floor tiles—5,000 
tonnes per annum. (NA); M/s. Leather 
Coats Industries Limited, Lai Darwaja, 
Ahmedabad. (Nandesari-Gujarat)—1. 
,Foam expanded leather cloth—900 KM. 
per annum. Calendered PCV—1500 K M 
only 3. Flexible film Sc sheeting—1.0^ 
tdnnes per annum, 4 Rigid semi rigid 
sheets—300 tonnes per annum. (NU). 

Industrial Instruments 

M/s. SIMCO METERS Ltd. Motor 
Factory Road, P B. No. 46, Tiruchira- 
palli-l. (Tirucbirappalli-Tamil Nadu)— 

1. Grid dip meters —50 nos. per annum, 

2. Output meters—100 nos. per annum, 

3. Decade condenser box—100 nos. per 
per annum 4. Decade resistance 
box 100 nos. per annum, 5. Decade 
alternator—ICO nos. per annum. 
(COB); M s. Avery India Limited, 
28 2, Waterloo Street, Calcutta-1. (Ball- 
labgarh-Hiiryana) —Weighing machines 

Rs 223 lakhs per annum.(COB); M/s. 
Avery India Ltd, 287 Waterloo Street, 
Calcutta. (('alcutta-West Bengal)— 
Weighing machines—Rs 335 lakhs per 
an annum. (COB). 

Fertilizers 

M/s. Coromandel Fertilizers Limited, 
126, Sarojini Devi Road, Secunderabad, 
(AF). (Vishakapatnam— Andhra Pja- 
desh)—(1) Amonia-expansion from 
107.000 tonnes lo 135,000 tonnes per 
annum, (2) N.P. complex fertilizers 
(28-28-0, 20-20-0, 22-22-11)- expan¬ 

sion from 260,000 tonnes to 287,000 
tonnes per annum, (3) Urea- 
expansion from 16,500 tonnes lo 
43,400 tonnes per annum. (SE); Fer- 
Itilizer Corporation of India Ltd, New 
Delhi. (Raniagundam-Andhra Pra¬ 
desh)- Urea 4,95,000 tonnes per an¬ 
num. (Nli); i'cTlilizcr Corporation of 
India Ltd, New Ji)clhi. (Talcher-Orissa) 

.Urca-4,95,000 tonnes per annum. 

(NU). 

Chemicals 

M/S. Gujarat State Fertilizers Co. Ltd, 
P.O. Fertilizer Nagar, Dist. Baroda (Gu¬ 
jarat). (.Fertilizer Nagar—Gujarat)—I. 
Caprolactam- 2(),C00tonncspcrannum. 
2. Cyclohexane (bye product)—4,000 
tonnes per annum. (NA); M/s. Naarden 
Chemical Works (P) Ltd, Plot 6, Sahi 
Vihar Road, Saki-Naka, Bombay-72. 
(Maharashtra)—Perfummery com - 
pounds—80 tonnes per annum. (COB); 
M/s. Alta Laboratorie Pvt, Ltd, 532, 
Sonepat Bapai Marg, Dadar, Bombay. 
(Maharashtra)-- Monochloro acetic acid 
—300 tonnes. (NA). 

* Drugs & Pharmaceuticals 

M^s. Indian Drugs a^d Pharmaceuti¬ 
cals Ltd, N-12, South Extension (Pt. 1), 
New Delhi-49. (Hyderabad—Andhra 
P^adc^h)—Sulphanilamide —expansion 


* May 21, 1971 

from existing capacity of 50. tonnes to 
110 tonnes per annum. (pE); M^s 
Reckit and Colman of India Ltd, 41, 
ChOkWranghi Road, Calcutta-16. (West 
Bengal)—!. Para-chloro-meta-xylofiol-;- 
50 tonnes per annum; 2. Analgesic 
tablets —60 tonnes per annum, 3. 
Chocolatie laxatives—50 tonnes per 
annum. (NA). 

Textiles 

M's. Shree Silk Mills, Maidhiya,■Var¬ 
anasi-2 (UP). (Uttar Pradesh)—Artsilk 
fabrics--10 power looms —after ex¬ 
pansion total capacity of the mill will be 
32 powers loom. (SE); M^s. Swadeshi 
Cotten Mills Co. Ltd, Swadeshi 
House, Kanpur (UP), RaiBareli (Uttar 
Pradesh)—Cotton yarn and cloth— 
12,000 spindles and 3(30 looms (By way 
of transfer from existing units at Kan¬ 
pur). (NU); Delhi Cloth & General 
Mills Co. Ltd, Textile Division, Bara 
HinduRao, Dclhi-6. (Pilkhuva, Meerut, 
Uttar Pradesh) -Cotton yarn & cloth 
-—30,000 spindles and 5,00 looms (By 
way of transfer from licensed capacity 
of the existing units at D^lhi). (NU). 

paper & Pulp 

Mrs Pudumjee Pulp & Paper Mills Ltd, 
Thergaon. Chinchwad. Poona-19. 

(Poona- Maharashtra)— Paper—(Greas- 
proof & glassite —5,000 tonnes per 
annum. Pulp—5,000 tonnes p.a. (COB); 
India Paper Pulp Co. Ltd; 8, Clive 
Row, Calcutta. (fiazinagar-West Ben¬ 
gal)—Pulp—23.000 tonnes p.a.. Paper 
—23,000 tonnes p.a. (COB);M's 
Siddho Mai Paper Conversion Com¬ 
pany, Siddho Mai Building, Chawri 
Bazar, Delhi-8. (Ohaziabad-Cttar Pra¬ 
desh)- Industrial paper packaging ma¬ 
terial such as confectionery wrappers, 
and pharmaceuticals wrappers (.cell 
lophanc and filmbosed)—2.000 tonnes 
p.a. (COB); M's Senapathy Whitclay 
(P) Ltd; 14, Netaji Subhas Rt>ad, Ben- 
galore-5. (Achalu Ramanagaram- 
Mysorc)—(i) Insulating press boards- 
1920 tonnes p a. (ii) Multiply Press 
paper & press paper —3,000 tonnes 
per annum. (COB). 

Sugar 

The Thandava Co-operative Agricul¬ 
tural & Industrial Society Ltd; Tuni, 
Distt. East Godavari. (Payakaraopeta, 
Distt; Visakhapatanam, Andhra Pra¬ 
desh)— Expansion in crushing capacity 
by 750 tonnes of sugarcane per day. 
After expansion capacity will be I,2M 
tonnes of sugar cane per day (S£). 

Food Processing Industries 

M/s Anil Starch Products Ltd; Anil 
Road, Ahmedabad. (Ahmedabad-Ouja- 
rat)—Anhydrous dextrose—) ,000 ton¬ 
nes per annum. (NA); M/s Food Specia¬ 
lities Ltd: 3-Bahadur Shah 2afhr Marg, 
New De!hi-1. (Moga-Punjab)—Enrich- 
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ed cubes!-“500 tonnes per annuni. 

(NA)- ■ 

VcfetnUe Oils & Vanaspati 

M/s Hindustan Development Cor¬ 
poration Ltd; 27, R.N. Mukherjee 
Road, Calcutta-1. (Calcutta-West Ben¬ 
gal)—^Vanaspati—100 tonnes per day. 
(COB);M/s The Ganesh Flour Mills Co. 
Ltd: P.B.'No. 1025, Subzimandi, Delhi- 
6. (Delhi)—Vanaspati—75 tonnes per 
day.tCOB); M/s Mansingh Oil Mills 
(P) Ltd; j^ndhana Road, Khandwa 
(MP). (Khandwa-Madhya Pradesh)— 
Vanaspati—50tonnes per day. (COB): 
M/s Amrit Banaspati Co. Ltd; O.T. 
Road, Ohazaibad (UP). (Ohaziabad- 
UP)—Vanaspati—KK) tonnes per day. 
(COB), Shri Manikrao Sitaram Sona- 
vanc. Chairman: Co-operative Oil Tnda. 
Ltd, Nanded Road, Latur, Dist: Osma- 
nabad. (Andhra Pradesh)—^Vanaspati— 
25 tonnes per day. (COB); M/s Wes¬ 
tern India Vegetable Products Ltd; 5, 
Ohoga Street, Fort, Bombay. (Mahara¬ 
shtra)—Vanaspati—100 tonnes per day. 
(COB); M/s Bramhappa Tavanappana- 
war (Mysore) Pvt. Ltd; P.B. No. 1163, 
17, Cochrane Basin Road; Madras-21- 
(Madras-Tamil Nadu)—^Vanaspati-2^. 
tonnes per day. (COB); M/s N.G. 
Vyas, The Bhaavnagar Vegetable Pro¬ 
ducts Ltd Bunder Road, Bhavnagar. 
(Bhavnagar-Gujarat) —Vanaspati—KK) 
tonnes per day. (COB); M/s Nav Bharat 
Banaspati & Allied Industries, G.T. 
Road, Dorah. (Punjab). (Doraha— 
Punjab)—Vanaspati—50 tonnes per day. 
(COB); M/s Vegetable Prouucts ltd: 
1 & 2; Old Court House Corner, Cal¬ 
cutta. (Betgharia-West Bengal)—^Vanas- 
pati—80 tonnes per day (COB); Ahmed 
0omer Bhoy, Ahmd ^mer Street, 
Two Tanks, P.O. Box No. 4.511, Bom¬ 
bay (Bombay-Maharashtra)—Vana¬ 
spati—100 tonnes per day (COB); M/s 
Malwa Vanaspati & Chemical Co. 
Ltd; Bhagiratbpura, Indore, (MP). 
(Indore-Madhya Pradesh)—^Vanaspati 
—100 tonnes pCT day. (COB); M/s 
Shree Jagdish (3il Industries Pvt. Ltd: 
Kanmoor House, 281-87, Narsi Nath 
Street, Bombay. (Porbandai-Gujarat)— 
Vanaspati—75 tonnes per day. (COB) : 
Shree Radakrishna Vegetable Oil Pro¬ 
ducts Co., Kalluru R.S., Anantapur 
Distt. (AP) (Kalluru R.s., Anantapur- 
Andhra Pradesh)—Vanaspati—10 ton¬ 
nes per day. (COB); M/s Nand Banspati, 
Yesfawsint Niwas Palace, Yeshwant 
Niwas Road, Indore. (Balgarh, De- 
was-MP)—Vanaspati—30 tonnes per 
day. (COB); M/s Ashwin Industries: 
Samlaya, Dist. Baroda. (Samlaya-Guja- 
rat)—^Vanaspati— 50 tonnes per day 
(COB); M/s Jain Shudh Vanaspati Pvt. 
Ltd; Jain Bhavan, Hauz Quazi, DeIhi-6. 
(Ohaziabad-Uttar Pradesh)^-Vanas- 
pati— 50 tonnes per day. (COB); M/s 
Rajasthan Vanaspati Product Pvt. Ltd; 
Hamirgarh Rood. Bhiiwaia, (Rajeshtan) 
(Bhilwara-Rajashthan)—Vanaspati-100 


tonnes per day. (COB). 

Lealiier, Leather Goods ds Pickers 

The Secretary to the Govt, of Raja¬ 
sthan, State Enterprise Deptt., Jaipur 
(Tonk-Rajasthan)—(i) Upper leather 
from bides—1,500 tonnes (1,33,250 
nos) p.a., (ii) Sole leather—6()0 tonnes 
(3,000 nos.) per annum, (iii) Leather 
from skins —900 tonnes—12.59,750 
nos. p.a. (NU). 

Glass 

M/s Vazir Glass Works Ltd; J.B. 
Nagar, Andhcri. Bombay. (Maharas- 
tra)—Glass bobics & Penicillin vials— 
expansion from existing capacity of 
4,320 tonnes to !o,320 tonnes per an¬ 
num. (SE); M/s Alembic Glass Indust¬ 
ries Ltd; Alembic Road,- Baroda-3. 
(Bangalore-Mysorc)—Glass container 
Ware Products (glass bottle)—expan¬ 
sion from existing capacity of 12,000 
tonnes per annum 24,000 tonnes per 
annum. (SE). 

Cement & Gypsum Products 

M/s Cement Corporation of India 
ltd; 5-A, Bahadur Shah Zafar 
Marg, Herald Hou.se, New Delhi-1. 
(Mandhar-Madhya Pradesh) - Portland 
cement—200,000 tonnes per annum. 
(COB); M/s Cement Corpn. of India 
Ltd, 5-A. Bahadur Shah Zafar Marg, 
Hearld House, New Delhi, (Kurkunta- 
Mysore) ■ — Portland cement 200.000 
tonnes per annum (COB). 

Letters of Intent 
Metallurgical Industries 

Shri Chand Rattan Rathi; M/s Rathi 
Alloys & Steel Ltd; 28, Sadhana Colo¬ 
ny, Opp Malviya Nagar, New Delhi-17. 
(Ohaziabad-Uttar Pradesh)—Mild steel 
high carbon & alloy steel billets- 
40,000 tonnes per annum. (NU). 

Boilers & Steam Generating Plants 

M/s J. N. Marshall & Co.; Bombay 
Poona Road, Pimpri P.F., Poona. 
(Poona-Mahara.shtra)— High efficiency 
process steam & high pressure hot 
water boiler equipment—IBO nos. p.a. 
(NA); M/s Turner Hoare & Co Ltd: 
Wave! House, 15, Graham Road, Ballard 
Estate, Bombay-33 (DD) (!^mbay- 
Maharashtra)—Hydro pneumatic ash 
handling plant —2 tons to 6 nos. per 
annumdependingon thesize of the plant 
as per electricity board specifications. 
CNA). 

Electricai EquiianeBt 

Shri B.S. Goel, M/s Ajay Engg. 
Works; 72, Mall, Ambala Cantt. • 
(Harayana)—(a) GLS Lamps (15-250) 
—■4.5 million nos. p.a. (b) Trainlighl- 
jng, pigmy night, colour decoration A 
candle lamps (except items reserved for 
small-scale sector)—15 lakhs nos. 
p.a. (NU): M/s Electronics Ltd; 


Electronic House, 12-A, Connau¬ 
ght Place, New Etelhi. (Faridabad-Hary- 
ana)~Bottle coolers — 1,000 nos. per 
annum. (NA); M/s The Antifriction 
Bearing Corpn. Ltd; 401; Kakad Cham- 
vers, 132, Dr. Annie Bcsanl Road, 
Worli Bombay. (Lonavla, Maharashtra, 
—(i) Roller bearings—6,49,600 nos. 
p.a., (ii) Ball thrust bearings—2.01,600 
nos. p.a. (SE); Smt B. Oirija, 7-1-1045, 
Shankar Veedhi, Secunderabad (AP). 
(Hyderabad-Andhra Pradesh)—Elect¬ 
rical steel stampings—1,800 tonnes p.a. 
(COB): Shri C.L. Anand, 25, Jndra 
Place (2nd Floor), E-Block, Connaught 
Circus, New Delhi. (Haryana) — (a) 
Automobile batteries—1.20 lakhs nos. 
p.a., (b) Stationery battcricst—0.10 lakh 
nos. p.a., (c) Traction batteries—0.10 
lajch nos. p.a. (NU); M/s Satellite Engg. 
Co, P.O. Maize Products, Kathwada, 
Ahmedabad. (Gujarat)—^C'cramic capa¬ 
citor— 20.0 million nos. p.a.(NU): Shri 
Maliabir Prasad, 3/10, A,saf Ali ^ad. 
New Delhi. (Gwalior, Madhya Pradesh) 
—O.L.S. lamps (15-250W)r-4.5 mil¬ 
lion p.a. (NU): M/s Mysore Electro 
Chemicals Works Ltd; Yeshwantpur, 
Bangalure-22. (Yeshwantpur, Banga- 
lorc-Mysore)--'Train lighting cells— 
10,000 nos. p.a. (NA); M/s Shri Ram 
Das Motor Transport Pvt. Ltd; Subhas 
Rao, Kakinada, (Kakinanda-Andhra 
Pradesh)—Pistons pins—1.80 lakh nos. 
per annum. (SE). 

Transportation 

Shri S.M. Subranianiam, 24-C, Tbani- 
kachachalam Chetty Road, Madras-8. 
(Tamil Nadu)—(i) Piston—3 lakhs nos. 
p.a. (ii) Pistons rings—24Jakhs nos. p.a.. 

(iii) Piston rings—3.50 iakhs nos. p.a. 

(iv) Cylinder liners—1 lakh nos. p.a. 
(NU); M/s Usha Die Castings Pvt. Ltd: 
N-30, CJreater Kailash, New Delhi. 
(Haryana)—^1. Pistons—5 lakh nos. 
p.a., 2. Piston Rings—25 lakhs nos. 
p,a., 3. Piston pins—5 lakhs nos. p.a. 
(NU); M/s Atlas Automotive Compo¬ 
nents Ltd; 221, D.N. Road, Bombay. 
(Maharashtra'-—I. piston—5 lakhs nos. 
p.a.. 2. Piston rings—?0 lakhs nos. p.a., 
3. Piston pins—5 lakhs nos. p.a. /NA): 
M/s S.N. Vaswani, 12, Shanti, No. 1 
Peddar Road, Bombay-26. (Nagpur- 
Maharashtra)—1. Pistons—-31 lakhs 
nos. p.a. Pistons rings—18 lakhs 
nos. per annum.. 3. Pi.ston pins—3 lakhs 
nos. p.a., 4. Cylinder liners—I lakh 
nos. p.a. (NU); Agro Industrial Corpn; 
15/4, Mathura Road, Faridabad. (Fa- 
ridabad-Haryana)—^A.utomobilc pres¬ 
sings-500 tonnes p.a., (NA): M/s 
Paterson Engg. Co. (l)Ltd: Chartered 
Bank Bldg; M.G. Road. Bombay-1. 
(Bombay-Maharashtra>—Panel instru¬ 
ments (speedo-meters, ammeter, pres¬ 
sure gauge, oil temperative gauge and 
petrol gauge)—75,000 sets per annum. 
(NA); Shri Dhan Singh, M/s Parima 
Axle & Springs Pvt. Ltd; 15;4, Mathura 
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Rd; Faridabad. (Faridabad—Haryana) 

— Tie rod & tie rod ends—1,00,000 
nos. p.a.» (NIJ); Shri Anil Kumar, 
6497, Fatchpuri, Delhi. 6 (Delhi) 
—Crown wheels, pinions & level gears 
Sc transmission gears—2,000 tonnes Sc 
1,000 tonnes per annum respectively. 
(NU); M/s Gannon Dunkerley^& Co, 
Ltd; Chartered Bank Bldg: Bofhbay-1. 
(Bombay-Maharashtra)—Flywheel mag¬ 
netos—i,00,000 nos. p.a. (NA); Shri V. 
Ramachandran, 20/12, Survodaya Es- 
state, Chembur, Bombay-? I. (Hospet- 
Mvsore) -A.ssorlcd sizes of carburet¬ 
tors—60,000 nos. Op.a. (NU); M/s 
Gasket & Oil Seals Pvt. Ltd: P. Box 
No. S9, Bil. Padra Road, Baroda- 
Gujarat. (Baroda-Gujurat)—Gaskets— 
42,000,000 nos. per annum. (SE); M/s 
Hindustan General Trading Co. P^t. 
Ltd; 113, Manchardass Katra, 208, 
Manchardass Katra, 208, Mahatma 
Gandhi Rd; Calcutta-7. (Ballabgarh- 
Haryana)—(i) Carburettor of assorted 
sizes—60,000 nos. p.a., (ii) Carburettor 
kits--50,000 nos. p.a. (NU);M/s Indian 
Hardware Industries Ltd; New Town¬ 
ship, Faridabad. (Faridabad-Hyaryana) 
—•Carburettors of assorted sizes— 
60,000 nos. p.a. (SH); M/s Hindustan 
Mpnark Pvt. Ltd; 20/1; A.sar AH Road, 
New Dclhi-20. (Ghaziabad-Uttar Pra¬ 
desh)—Automobile pressed components 
—500 tonnes per annum. (NA); M/s 
Dass Hitachi Pvt. Ltd; 21-A., Janpath, 
New Dclhi-1, (Ghaziabad-Uttar Pra¬ 
desh)—(i) Carburettors of assorted 
sizes—60,000 nos. p.a,, (ii) Carburettor 
kits—50,000 nos, p.a. (NU) Shri P.M. 
Bharadwaj, A-201, Defence Colony, 
New Delhi. (Ghaziabad-Uttar Pradesh) 

— Small carburettor -70,000 nos. p.a. 

(NU); Shri S.C. Chhiba, S-490, Greater 
Kailash,New Delhi-8. Delhi. (Gazhia- 
bad-Haryana)—1. Crown wheels & 
pinions—300 tonnes p.a. 2. Gears—200 
loniies p.a., 3. Splinee shafts—100 
tonnes p.a. (A^U): Shri A.K. Dhawan, 
45/54, Gaya Prasad Street, Kanpur. 
(Kanpur-Uttar Pradesh)—Brake Jinn- 
ings Sc clutch facings—120 tonnes p.a. 
(NU); M/.s Ourmiikh Singh Sc Sons 
(Regd.); Gill Road, Ludhiana-3. (Lii- 
dhiana-Punjab)—I. King pins-86,400 
nos, p.a., 2. King pin thrust washers— 
S6,000 pieces p.a., 3. King pin thrust 
bearing—86,0(K) pieces p.a., 4. King 
pin cutter pins—86,000 pieces p.a , 
5,King pin, bushes—1,72,000 pieces 
p.a., 6. Spring pin bushcs-2,16,000 nos. 
p.a., 7. Shackle pins -78 tonnes p.a., 
8. Spring centre bolts—112 tonnes 
p.a., 9. Spring centre bolis-110 ton- 
tones p.a., 10. Spring bolts—375 ton¬ 
nes p.a., 11. Shackle bolts—15 

tonnes p.a., 12. Wheel hub bolts—185 
tonnes p.a., 13. Nuts—125 tonnes p.a., 
(NA); Shri L.N. Raina, C-171, Defence 
Colony, New Delhi. (BalJabhgarh-Har- 
yana)—(i) Moulded, 10,00,000, nos, p.a, 
(ii) Metallic moulded 10,00,000 nos. 


p.a., (iii) Woven twe,—10,00,000, (iv) 
Metallic woven 10,00,000 nos. p.a., 
(v.) Benderisation of discs (steel)— 
2,00,000nos. p.a., (vi) Clutch kicks with 
facing and segments of Friction mate¬ 
rials—5,00,000 nos. p.a. (vii) Steel Discs 
-^5,00,000 nos. p.a. Total:—32,00,000 
nos. p.a. (NU), M/s Usha Automobiles 
AEngg.(P)Ltd; 14,PrincepStreet, Cal¬ 
cutta- 13. (Cossipore-Calcutta)—Door 
lock remote control Sc window regulators 
— additional capacity of 1,56,(%0 nos. 
each p.a. (SE): M/s Usha Automobiles 
Sc Engg. (P) Ltd 14, Princep Street, 
Calcutta-13 (Cossipore-Calcutta)— 
Disc tumbler locking devices- 
additional annual capacity of 1,56,000 
nos. p.a. (SE): M/s Injecto Pvt. Ltd 
No. 6 Scck>r-6 Faridabad. (Ballabprh 
Haryana) - Carburettors — additional 
capacity of 60,000 nos. p a (SE); Shri 
l.S, Gajra, 101, Sada Sudan Matunga 
Road, Vadala, Bombiiy-31 (Guja¬ 
rat, MP) Maharasthra) — 1. Ring 
gears Sc pinions—435 tonnes p.a. 
2. DilTcrentia* gears and kits — 
195 tonnes p.a. (NU); M/s Bagai 
Motors, 82-84, Janpath, New Delhi. 
(Delhi)—1. Pistons—2.88 lakh nos. 
p.a., 2. Piston tings—II.50 lakh nos. 
p.a. 3. Piston pins—3.60 lakh nos. 
p.a. (NU); M/s Asian Forging Sc Engg. 
Co. Ltd; 3, Lord Sinha Road, Calcutta- 
16.(Dclhi)—l. Rear axle Sc difi'crential 
gears—1000 tonnes p.a., 2. Crown 
wheels Sc pillions Sc differential gears 
•-"200 tonnes p.a., 3. Transmission gears 
1,200 tonnes p.a. (NU); Shri Krishna 
Kumar Mohindra, S.R. Industrial 
Corpn., 95, Sundar Nagar, New Delhi. 
(Najafgarh-Dclhi)—Small carburettors 
~-70,0(K) nos. p.a. (NU); Shri H.K. 
Gupta, Gannon Dunkerlay Staff Quar¬ 
ters, 168/169, CST Road, Kalina, Bom¬ 
bay. (Indore-Madhya Pradesh)—1. Pis¬ 
tons—5 lakhs nos. p.a., 2. Piston rings 
—40 lakhs nos. p.a., 3. Piston pins-5 
lakhs nos. p.a., 4. Cylinder liners-1 
Jakh no.s. p.a. tN U). Shri Raunaq Singh, 
M/s Bharat Steel Tubes Ltd. Allahabad 
Bank Bldg, 17, Parliament Street, New 
Dclhi-1. (Maharashtra)—Spiral Bevel, 
Bevel spur & Helical gears and 
worm gears—1,000 tonnes per annum. 
(NU); M/s Brake Linnings Ltd. 
N-75, Connaught Circus, New Delhi. 
(Haryana)--Brake linnings Sc clutch 
facings—600 tonnes after expansion. 
(SE); M/s Ramon Sc Demm Ltd; 79, 
Apollo street, Fort Bombay-1. (Village 
Chitalsar, Disti. Thana-Maharashtra)— 

1 .Gears (various types)—600 tonnes p.a. 

2. Transmission assembly—5,000 pcs. 

F er annum. (SE); M/s Oil Seals Mfg.Co. 

vt. Ltd; Elphinstone Bldg, 10, Veer 
Nariman Stret, Bombay-!. (Kandivilee, 
Bombay-Maharashtra)—Oil Seals—20 
lakhs nos. p.a. (SE); M/s Plant Engg. Sc 
Development Corporation; A-201, De¬ 
fence Colony, New Delhi. (Ballabgarh- 
Haryana}-- Shodc absorbers— 4,00,000 
nos. p.a. (NU); M/s Ashok Leyland 
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Utd; 11/12, North Beac^ Road, 
Madras. (Madras-Tamil Nadu)—-Ashok 
Leyland comet vehicles—10,000 nos. 
p.a. (after expansion) (SE); M/s Jayant 

H. Shah, 1067, Chaturduingi Rd. 

Poona-16. (Poona-Maharashtra)—As¬ 
sorted sizes of carburettors--^,OOO 
nos. p.a. (NU); M/s JayaHind Industries 
Pvt. Ltd; Bombay-Poona Rd, Chinch- 
wad, Poona; 19. (Ppona-Maharashtra)— 
Flywheel magnetos—80,000 nos. (after 
expansion) (SE); M/s Escorts Emplo¬ 
yees Ancillaries Ltd; 19/6, Mathura 
Road, Faridabad. (Ballabgarh-Haryana) 
— Assorted sizes of carburettors— 
60,(X)0nos. p.a. (NU); M/s Rane Brake 
Linning Ltd; 147, Mount Road, Mad- 
ras-6. (Ambattur-Tamil Nadu)--Brake 
linning Sc clutch facings—480 tonnes 
per annum, (after expansion) (SE); 
Shri Manmohan Singh, 11-C, Benham 
Hall Lane, Girgaum, Bombay. (Maha¬ 
rashtra)—1. Water pumps—70,000 nos. 
p.a., 2. Water pump repair kits— 
70,000 nos. p.a. (NU); M/s Coles 
Cranes of India Ltd; 517, Barrackpore 
Trunk Road, Kamarhatty, CaIcutta-58. 
(Calcutta-West Bengal) - Cqles lorry 
loader, (hydraulic—3 tons*, capacity 

—240 nos. per annum. (NA). 

Industrial Machinery 

Shri Suresh U. Shah, 159, Sion West, 
Bombay-22. (Bombay-Maharashtra)— 

I. Paper printing machinesr—sizes: 400 

mmx550 mm, 300 mmx 450 mm—50 
nos. p.a., 2. Hydraulic cutting Sc book 
binding m achine—size: 1050mm 

xl250 mm.—50 nos. p.a., 3. Offset 
printing machines—size: 450mmx575 
mm Sc 575 mm x 900 mm.—50 nos. 
each. 4. Printer slotter for box making, 
size: 1,000, 1,250, 1,500, 2000 & 2570 
mm.—50 nos, per annum. (NU); 
M/s Grindwell Abrasives Ltd; Army 
& Navy Bldg; Mahatma Gandhi Road^, 
Bombay-1. (Mora, Uran, Dist: Koiaba- 
Maharashtra)—Grinding wheels—ex¬ 

pansion by 1,500 tonnes p.a. total capa¬ 
city after expansion will be 4020 ton¬ 
nes p.a. (SE); M/s Vulcan Laval Ltd; 
7-A, Sir Phirozshah Mehta Road, Bom- 
bay-1, BR. (Dapodi, Dist: Soona- 
Maharashtra)—Milk reconstitution unit 
size; milk storage tanks, milk powder 
hopper, butter oil tanks, milk pumps, 
balance tanks plate head exchange, 
S.E. ejector Sc SS Pipe & fittings. (NA); 
Shri y.B.K, Murthy, Mg. Director: . 
Minning & Allied Machinery Corpn. 
Ltd, P.O. Surgapur-IO. fWest Bengal)— 
Hydraulic pit propos & accessories— 
500 tonnes. (NA). 

Agricultural Machinery 

M/s Standard Gears Pvt. Ltd; 
Tractor House, Near Vishwamitri Sta¬ 
tion, Baroda. (Vishwamitri-Gujarat)^ 
Gears Sc Spleined shafts—2,660 tonnes 
per annum. (NU);M/s Deepak Indust¬ 
ries, 16, Hare-Street, Calcutta-1. (Har¬ 
yana)—Gears for tractors—150 tonnes 
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BRAKESr 


it d9§mnds on how much you taro for aaiotf. 
Circuit Broakars arc fika brakes in a ear 
The moment electric power tends to get out of 
eontroi Circuit Breakers go into action. 
The Circuit is broken swiftly and unerringly, 
ensuring safety to generating and transmitting 
installations in costly power systems. 



These performance-proeen Switchgear ara 
designed for dependability and are gieing 
efficient service in every State in India. And soon 
they will cross the seas too. from Malawi 
in Central Africa has come welcome tidings — 
an order tor BffiL s Minimum Oif Circuit Breaker. 
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per annum. (NU); M/s Britannia Eng^. 
Co. Ltd; Mclcod House, 3, Netaji 
Subhas Road. Calcutta-1, (\ypst Ben¬ 
gal)—1. Bulldozers—75 nos. p.a. 2. 
Angle dozers—50 nos.p.a., 3. Rippe 
stand tools bars complete with hydrau¬ 
lics—160 nos. p.a., 4. Three point link¬ 
age—150 nos. p.a.. 5. Winch attachment 
—30 nos. p.a., 6. Front & back loaders 
—20 nos. p.a., 7. Trench diggers—10 
nos. p.a., 8. Side mounted cranes—10 
nos. p.a., 9. Excavator attachment—15 
nos. p.a.: 10. Pipe & cable laying equip¬ 
ment—10 nos. p.a.,11. Sheep-foot & 
compaction rollers—20 nos. p.a., 12, 
Cable control unit—50 nos. p.a., 13. 
Power take off attachment—150 nos. 
p.a. 14. Scrapper attachment—25 nos. 
p.a., 15. Forestry equipment—75 nos. 
p.a. 16. Drag line attachment—10 nos. 
p.a. (NA); Shri P.C. Jain, c/o Jainson 
(India) Ltd; 737, Church Mission Rd; 
Delhi-6. (Kota-Rajasthan)—Piston rings 
—40 lakh nos. per annum. (NU). 

Mech. & Engg. Industries 

M/s Venus Plastic: Prop: Venus Paper 
Mills Pvt. Ltd, B-38, Greater Kailash, 
New Delhi-48. (Haryana)—1. H.R.P.U. 
sacks—3 million nos. p.a., 2. PVC 
heavy duty sacks—9 million nos. p.a. 
(NU); M/s Nanavati Blow Moul¬ 
ded Products Pvt. Ltd; Merchant Cham¬ 
ber, 41, New Marine Lines, Bombay- 
20. (BR). (Maharashtra)— PVC bottles 
& containers—21.6 million nos. per 
annum. (NU). 

Office & HoiuehoM Equipment 

Shri Mohan M. Shah, 265, Kalbadevi 
Road, Bombay-2. BR. (Andhra Pra- 
desh>--Electric typewriters—24,000 nos. 
p.a. (NU). 

Chemicals oBier than Fertilisers 

M/s MICO Farm Chemicals Ltd; 
6, Linghi Chetty St, Madras-1. (Mettur 
•Tamil Nadu)—BHC technical — ex¬ 
pansion from 3,000 tonnes to 6,000 
tonnes per anitum. (SE); The Chair- 
man-cum-Managing Director, Bharat 
Aluminium Co. Ltd: New Delhi. 
(Kobra-Madhya Pradesh)—Properzi 
Rods—10,000 nos. p.a. (NA); M/s 
Balkrishna M. Mehta, Khanna Terrace, 
Block No. 4, 1st North-South Road, 
Juhu-Parle Development Scheme, Bom¬ 
bay-56, AS. (Madhya Pradesh)—Poly¬ 
propylene box strappinings & poly¬ 
propylene strapping tapes—600 
tonnes p.a. (NU); M/s Atul Drug 
House Ltd; Baldota Bhavan, 6th Floor 
117, Maharshi Karve Marg, Opp. 

' Churchgate Station, Bombay-20. 
(Vapi-GujaraO—Formaldehyde 37% 
W.W. & . Hexamine—14,400 tonnes 
p.a. respectively, (SE) Shri Ashofc 
D. Vora; 18/4, R.A. Kidwai 
Rd, Wadala, Bombay-3 J. (Gujarat)— 
Polypropylene box strappings and tapes 
—400 tonnes p.a. 'NU); M/s Travancore 
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Electro-Chemical Indultries Ltd; 90, 
Sundar Nagar,New Delhi-1.. (Kottayam, ' 
Kerala)—Acetylene Mack—1,000 per 
annum. (NA); Tamil Nadu Industrial 
Dev. Coipn. Ltd; 150-A, Mount Road, 
Madra8-2. (Tamil Nadu)——1. Soda 
ash—66,000 tonnes p.a., 2. Ammonium 
chlor^—66,000 tonnes pa. INU); M/s 
Agarpara Co. Ltd; National Tobacco 
Bldg; 1 & 2 Old Court House Corner, 
Calcutta*!. (Uttar Pradesh)—1. Woven 
(HD) polyethylene bags—7.5 million 
bags p.a.. 2. Fumigation coverings of 
poTyethlyene (HD) — 3,000 pieces p.a. 
(NU);M,'s Hindustan Development 
Corpn. Ltd; Hindu Family Bldg; 27. 
Sir R.N. Mukherjee Rd, Calcutta-I 
(Maharashtra)—!. Tetra ethyl/methyl 
lead compound—5,000 tonnes p.a., 2. 
Ethyl chloride—4,000 tonnes p.a. (NU). 

Drugs & Pharmaceuticals 

M/s Indian Drugs & Pharmaceuticals 
Ltd, N-12, South Extension, Part-I, 
Ring Road, New DeIhi-49: (Andhra 
Pradesh)—Phenacetin—expansion from 
100 tonnes to 250 tonnes p.a. (SE); 
M/s E. Merck (I) Pvt. Ltd, Shivsagar 
Estate (A), P.O. Box No. 16554, Dr. 
Annie Besant Road, Worli, Bombay- 
18.WB. tMaharashtra)—I. Vitamin-E: 
4 tonnes p.a., 2. Rutin ^itamin-P)—4 
tonnes p.a.3. Fine chemicals—200 ton¬ 
nes p.a. (NA); 1. Injectables—50,000 
litres p.a. (after expansion), 2. Syrups 
2,40.000 kgs. p.a. (after expansion), 
3. Tabicts/eapsules—110 million nos. 
p.a. (after expansion). (SE). 

Paper & Pulp 

Shri K.L. Rajgarhia, Promoter: 
Madhya Pradesh Pulp — & Paper 
Mills; B-38, Greater Kailash-I, New 
Delhi-48. (Balaghat-Madhya Pradesh)— 
Pulp & paper—20,000 tonnes each per 
annum. (NU). 

Fermentation Industries 

M/s Sturdia Chemicals Limited, Na- 
ville House, Graham Road, Ballard 
Estate, Bombay-1. (Gujarat)— Citric 
acid—3,000 tonnes annum. (NA). 

Food Processing Industries 

M/s Asian Industries Corporation; 
3rd Floor, Dr. Dadabhai N. Road, 
Bombay-1. (Maharashtra)—I. Bakery 
Machinery: —A. plant»—6 nos. p.a., B. 
Unit machines & spares—77 nos. p.a. 
II. Biscuit Machinery—A. Plants—2 
nos. p.a., B. Unit machines & spares-28 
nos.p.a.. 111. Packaging Machinery — 
30 nos. p.a. IV. Confectionery Machinery 
—13 nos. p.a. fNU);M/sGeoilfreyMan¬ 
ner & Co. Ltd; Magnet House, Ddugali 
Road. Ballard Estate, Bombay-1. (Tamil 
Nadu)—Milkfood for infants—2,^ ton 
tonnes p.a. (NU); Shri J.C. Bhatia,- 
Managing Director; Himachal Preserved 
Foods Pvt. Ltd, 2-Nizamuddin East, 
New Delhi-13. (Nalagarh—Himachal 
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Pradesh)—!. Apple Juice cidef— 
2,500 tonnes p.a,, 2. Peetin—12 toime- 
p.a., 3. Other food & vegetable pro-‘ 
ducts — 1000 tonnes p.a. (NU). 

Vegetable Oils & Vaaaspatl 

M/s Kanoria Chemicals & Industries 
Ltd; 9, Braboume Road, Calcutta-1. 
(Renukoot-Uttar Pradesh)—BHC tech¬ 
nical — expansion from 3,000 tonnes to 
6,000 tonnes p.a. (SE); 

Leather, Leather Good & Picken 

M/s Haryana State Industrial 
Development Corpn. Ltd, South 
Eastern Hall, 1st Floor, P. N.B. 
House, Bank Square, Sector-17, Chandi¬ 
garh. (Haryana)—1. Upper leather from 
skins—4,20,000 nos. p.a., 2. Lining 
leather from skins—1,80,000 nos. p,a. 
(NUJ. 

M/s Netflow Corpn. Pvt. Ltd; 65/2, 
Hindustan Park, Calcutta-29. (Delhi)— 

1. LST process footwcar-^,00,000 
pairs. 2. Cemented shoes—1,80,000 
pairs. 3. Single sole Make sewn foot¬ 
wear—1,50,000 pairs. 4. Goodyear 
welded shoes—1,50,000 pairs., 5. Ce¬ 
mented sandals—1,80,000 pairs p.a. 
(NU). 

Ceramics 

M/s Jaipur Glass & Potteries Works 
Ltd; Tonk Road, Jaipur-4. (Jaipur- 
Rajasthan)—Fine tableware crockery— 
2,800 tonnes per annum. (NU). 

Cement & Gypsum Products 

M/s Cement Corporation of India 
Ltd; 5-A, Bahadur Shah Zafar Marg, 
New Delhi. (Rajban—Himachal Pra¬ 
desh)—Portland cement—200,000 ton¬ 
nes p.a. (NU); M/s Cement (jorpn. of 
India Ltd; 5-A, Bahadur Shah Zafar 
Marg, New Delhi-1. (Mandhar, Dist: 
Raipur-Madhya Pradesh)—Portland 
blast furnace slag cement—1,80,000 
tonnes p.a. (NU). 

Changns in th« Nwries of Ownors 
•nd/or Undertakings. 

(Information pertains to particular 
licences only) 

M/s Garware Nylons (P) Ltd; Bom¬ 
bay. (Maharashtra) to M/s Garware 
Nylons Limited; M/s Sarabhai M. 
Chemicals Limited. (Gujarat) to M/s 
Sarabhai M. Chemicals Pvt. Ltd. 

Licences Revoked/Surrendered 

(Information pehains to particular 
licences only.) 

M/s Bidhushree Textiles Pvt. Ltd. 
Calcutta, (West Bengal>-Cotton Yam; 
M/s Teekay Menthol Pvt. Ltd; Bombay 
(Maharashtra)—Menthol. 
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COMPANY MEETING 

HINDUSTAN LEVER LIMITED 

PAST AND FUTURE 

Speech delivered by Mr V. & Rajadhyaksba^ Chdiniiui, at the Annual General Meeting of 
Hindnstan Lever Limited, held at Bombay on Hinrsday, 20th May 1971. 


This year I am departing from the 
past practice when your Chairman rest¬ 
ricted his address to a single facet of 
your Company's activities. The end of 
one decade and the beginning of an¬ 
other marks a milestone that would it¬ 
self justify taking stock of the enterprise 
as a whole. 

In assessing the Company's past per¬ 
formance and its plans for the seventies, 
I will confine my remarks to two ques¬ 
tions whioh 1 feel sure are of interest 
to you. First of all in the face of growing 
concern and indeed in some quarters, 
trenchant criticism, about the role of 
large companies such as yours, what 
account have we given of ourselves? 
Secondly, in the light of the new indust¬ 
rial policy that has just emerged, how 
do we see our future? 

A REVIEW OF THE PAST 

Our Traditional Business 

Our traditional business has been 
largely in good quality household con¬ 
sumer goo^ aimed at the mass market. 
For instance, ‘Dalda' is npt just an 
economical substitute for ghee, but a 
nutritious product in its own right. 
Similarly, ‘Sunlight,' ‘Lifebuoy', ‘Surf’ 
and ‘Vim' have come to represent the 
highest sitandards in their product class. 
In a developing economy, where the 
accent is on production rather than on 
distribution and marketing, the custo¬ 
mer's interests have often been ill-ser¬ 
ved. By contrast, a trained marketing 
organisation dedicated to offering the 
consumer precisely what she wants at 
reasonable prices has been an integral 
part of your Company’s philosophy 
since its inception and remains one of 
its greatest strengths. Indeed, the 
emergence of marketing as a discipline 
and a socially worthwhile profession 
is something which your Company has 
done much to foster. 

In the field of distribution we have 
created a network which is not only 
efficient and economical, but which 
was one of the first to penetrate deep in¬ 
to the countryside using methods and 
equipment Which were new to the 


country. In the absence of taxation on 
agricultural incomes the sale of excise¬ 
bearing consumer goods in the rural 
areas is one of the few practicable means 
the exchequer has of tapping the wealth 
in the more prosperous farming commu¬ 
nities. 

Indianisation 

During these Iasi two decades one 
of the important objectives of Oovern- 
ment policy was to persuade multi¬ 
national companies to Indianise their 
managements. Our response may be 
guaged from the fact that as early as 
1957 we had only a sprinkling of ex¬ 
patriates and there has been an Indian 
national at the helm of our affairs since 
1961. 

Again we were amongst the first to 
respond to Government’s desire to 
associate Indian capital with the busi¬ 
ness. Our progress m this direction has 
been limited not by any reluctance in 
principle, but because such modest 
growth and diversification as wc were 
permitted from time to time could be 
financed from within and did not call 
for any widening of the capital base. 

Research and Development and Import 
Substitution 

That industries should develop an 
indigenous research and development 
base and that one of the objectives of 
such R & D effort should be to reduce 
the country’s dependence on imports 
of goods and know-how has been and is 
one of the goals of Oovernment policy. 
Here also I believe your Company has 
an exemplary record. 

We concentrated our efforts on vege¬ 
table oils.the principal raw material 

for the products which make up the 
bulk of the Company’s business. The 
stagnant productivity of oil seeds in the 
face of rising demand, the theme of your 
Chairman's Annual General Meeting 
speech eleven years ago, resulted in a net 
deficit ten years ago and the deficit has 
been growing. In spite of imports 
amounting to over 200,000 tonnes by 
Oovernment in 1970, and a good oil 


seed harvest in 1970-71, prices of vege¬ 
table oils are higher in India than almost 
anywhere else in the world. 

With these and other problems in 
mind, a decade ago, your Company be¬ 
gan investing in its own Research and 
Development facilities and to-day it has 
the largest and finest organisations in 
its field in the country. One of its major 
tasks was to dicover new techniques for 
upgrading non-traditional and inedible 
oils into materials suitable for making 
good quality soaps. Our Buying De¬ 
partment has played a pioneering role 
in promoting the ccllection of forest 
seeds such as sal. The joint effort of 
these departments has led to an eight¬ 
fold increase in the consumption of non- 
traditional oils by your Company dur¬ 
ing the last five years. Today only the 
physical difiBculties of gathering seeds in 
the short time that is available before 
the monsoon makes collection impossi¬ 
ble and the low value of the by-product 
oil-cake are the main obstacles in the 
way of exploiting the full potential of 
these oils. 


Perhaps our most notable success in 
reducing the need for imports of oils is 
in stimulating the mass consumption 
of synthetic detergent powders and bars 
which replaced soap. In 1970 alone 
the synthetic detergents produced 
by your Company saved the im¬ 
port of over Rs. 3 crores of oils which 
would have otherwise been required to 
produce an equivalent quantity of soap. 
In less than three years’ time, if no 
impediments are put in the way of our 
growth, this figure can be readily in¬ 
creased to Rs. 6 crores, or Rs. 10 crorcs 
per annum if by then the alkylate, which 
is one of the main raw materials, is 
manufactured in the country. 

Another area in which your company 
has taken the lead in saving foreign ex¬ 
change is in the chemicals which it re¬ 
quires for its traditional businesses. 
Thus, by manufacturing nickel catalyst 
for its own use as well as for third 
parties, and by producing aromatic 
chemicals based on entirely original 
know-how developed at our Research 
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Centre, imports worth nearly one crorc 
of rupees are being saved every year. 

Our research activity is not confined 
to our own facilities or to oHir own pro¬ 
ducts. We have for instance spbnsored 
research projects in National Laborato¬ 
ries andjielped our suppliers to cut costs 
and improved the quality of their pro¬ 
ducts with the object of reducing our 
dependence on imports. 

Exports 

The long-standing adverse balance 
of payments has been a major problem 
for the last 15 years and, besides import 
substitution, increasing exports is an 
important feature of the country’s eco¬ 
nomic. policy. In response to this 
your Company had built up, prior to 
devaluation, a substantial export busi¬ 
ness based largely on the export of high 
quality refined edible oils and vanaspati 
tailored to meet the needs of the im¬ 
porting countries. After devaluation 
such exports were banned, leading over¬ 
night to an almost total collapse of our 
exports. We had to begin building up 
a new export business from scratch and 
in 1970, we again reached the respectable 
figure of Rs. 4.8 crores. In doing so we 
have widened the range of exports to 
include non-traditional items and 
entered new markets. Using our fami¬ 
liar marketing techniques we have begun 
the sale of Hima food mixes lo people 
of Indian origin overseas. We recently 
sent a substantial consignment of syn¬ 
thetic detergent powder to the U.S.S.R 
and hope to do sr again ihis year. 

Agro-Industries and Agriculiitral Ex¬ 
tension 

If the rcccnl success with high yield¬ 
ing varieties of wheat could be extended 
to other cereals, especially rice,- the day 
of self-sufficiency in foodgrains will 
not be far away. This has brought into 
even sharper focus the growing scarcity 
of indigenous fats and proteins, the 
other two major components of i\ 
balanced diet. In addition to finding 
substitutes for the traditional oils as 
mentioned earlier, we have succeeded 
by our own extenLUon efforts and 
ihroiighihe Vanaspati Manufacturers’ 
As.sociation, in stimulating the introduc¬ 
tion of belter seeds and improved agro¬ 
nomic practices for growing groundnuts, 
the nation’s most important oil seed, in 
many parts of the country. By develop¬ 
ing leenniques which have enabled us to 
become one of the largest users of 
cotton-seed oil in vanaspati, we have 
encouraged the diversion of cotlon-secd 
from its uneconomic use as a cattle 
feed, to oil crushing and cxtriiciion. 

Through our international associates 
we have access to unrivalled knowledge 
and experience of modern palm oil 
plantations which if applied in suitable 
soil and temperature conditions can 
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produce vc^ high yields of oil per acre. 
Srich conditions ait believed to exist 
in the Andaman Islands and we have 
offered to place at Government’s dis¬ 
posal the expertise to set up and run a 
plantation there. Inimediate and urgent 
action both by the Centre and the States 
is however required if the output of 
indigenous vegetable oils is to increase 
at a pace which will allow supply to 
catch up with demand. The recent si^- 
gestion that Government should appoint 
a National Commission for Oils and 
Fats to suggest the means by which 
this can be done deserves serious consi¬ 
deration. 

Turning lo the problem of proteins, 
amongst the best and most widely 
acceptable som ces of proteins in India 
are milk, eggs and poultry. We have 
helped to stimulate milk production in 
the Etah district of U.P. by setting up 
a dairy lo provide a steady outlet for 
the surplus milk in the area and by 
bringing in good quality buffaloes 
to improve the quality of the herds. 

We have also played a major role in 
the rapid growth of the organised ani¬ 
mal feed industry in India by formulat¬ 
ing and .supplying dairy herds and 
poultry farms with high quality feeds 
backed by expert guidance in the setting 
up and operation of egg and broiler 
producing units. 

Our agro-industrial activities have 
gone further. At Ghaziabad we put 
up the first unit in India using a unique 
process for dehydrating peas and at the 
same time helped farmers to improve 
the yield and quality of their pea crops. 
In Assam we have taken theinilialivein 
collaborating with the tea estates to 
cultivate Cilronella grass, on unused 
land on a scale which, last year, provi¬ 
ded Citronella oil, a hitherto imported 
essential oil, in commercial quantities. 

Management De velopment 

To achieve progress in all these direc¬ 
tions your C ompany had to develop a 
cadre of managers who were not only 
professionally competent by interna¬ 
tional standards, but were also sensitive 
and responsive to the nation’s goals and 
ideals. It is now becoming widely accep¬ 
ted that the principal obstacle to rapid 
and liealthy economic growth is not so 
much finance or foreign exchange or 
even natural resources, but the scarcity 
of such managers. 

We have been privileged to play a 
small part in the development of such 
institutions as the Administrative Staff 
College of India, Institutes of Manage¬ 
ment and Institutes of Technology. 
Our contribution takes many forms — 
ranging from providing funds, to en¬ 
couraging our senior executives to spend 
a significant part of their time in a teach¬ 
ing role or serving on the governing 
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bodies of these imtittttionsv/: A number 
of students aud soin^mes faculty 
members from the Institutes and colleges 
come to us for short-term training 
attachments at our offices and factories. 

The training of pur own managers is 
supplemented by the free access we have 
to the facilities available through our 
international associates. These facilities 
comprise specialised courses as well as 
short and medium-term attachments 
with associated companies in various 
parts of the world. As a result we arc 
able to expose our managers to the latest 
trends in management development. 
Neither have we neglected training at 
non-management levels — over 40 per 
cent of our managers have risen from 
the ranks. 

Our contribution to professional 
management outside the Company 
sometimes takes a more direct form and 
it is with a sense of pride that we see 
some of our alumni, if I may call them 
that, occupying high places in both 
public and private sector organisations. 

The efficient use of Besourcen 

In order to provide the consumer 
with the highest value for her money 
we have, over the last two decades, 
devoted much attention to the efficient 
use of resources. To mention a few 
examples of what we have achieved bet¬ 
ween 1960 and 1970—distribution costs 
have been cut from 9.1 per cent to 8.2 
per cent of turnover, the number of 
times in a year our working capital 
is turned over has increased significantly 
and the man-hours required to produce 
a tonne of soap have fallen from 40 to 
27. Reductions in the wastage of ma¬ 
terials and services and improved by¬ 
product recovery have all contributed 
to cost reduction. We have used the 
full range of our managerial skills to 
avoid or delay an increase in selling 
prices and lo conform to Govern- 
ment’.s policy oT keeping a check on 
inflation. 

In spite of all this, price controls 
which now cover 75 per cent of your 
Company’s products have bitten deeply 
into our profitability and their effect 
on margins can be judged by the fact 
that purchased materials accounted for 
72.2 per cent of our income in 1970 as 
compared to 65.4 per cent in 1961. 
The pricing formulae that Govern¬ 
ment have evolved lake into account 
the cost of the major raw material but 
pay little or no attention to the rises 
that have taken place in the costs of 
other inputs such as chemicals, packing 
matciial.s, engineering spares, fuel, 
transport charges, rents and wages. 
As a result, margins in many of our 
Company’s traditional products are 
down to wafer-thin levels and their 
viabilit} is threatened. 

Our representations to the Tariff 



Commissioii jrhich has recently sal>> 
mittad its report on vnnaspati prices 
and to the Bureau of Costs & nices 
which is examining the cost of soaps 
wiQ, it is hoped, idad'to the adoption 
of more equitable and sensitive luieihg 
mechanisms. We are not pleading fora 
“cost plus’* type of formula and we do 
not suggest for a moment that a manu¬ 
facturer’s ineflGiciencies should be paM- 
ed on to the consumer. Competition in 
a five market has been shown time and 
again to provide the best protection to 
the consumer. However, if this is not 
practicable then prices should be such 
as to leave the manufacturer, who 
makes efficient use of his resources and 
makes good quality products, s surplus 
which is sufficient to pay the share¬ 
holder a reasonable dividend, the em¬ 
ployees a fair wage and enables the 
manufacturer to improve his products 
and techniques^ modernise his plant, 
widen his distribution and invest in 
Research and Development. 

To summarise, 1 believe it is fair to 
say that over the last two decades, your 
Company, while safeguarding the inte¬ 
rests of the shareholder, has responded 
as best as it could to every call that the 
country’s industrial and economic po¬ 
licy has made on it. Even vrith harsh 
price controls it has continued to pro¬ 
vide its main customer — the common 
man — whether he lives in the larger 
towns or in the smaller villages, good 
quality products which provide value 
for money. 

PROSPECTS FOR THE SEVENTIES 
Consumer Products 

Our contribution to the Indian eco¬ 
nomy has been in those areas where 
we have been able to combine the wealth 
of knowledge, experience and research 
that has been made available to us, 
entirely free of charge, by our associates 
—^Unilever~with our own skills in 
research and development, production 
marketing and distribution. We are 
fortunate that our associates are a wide¬ 
ly diversified business and in addition 
to being leaders in the range of products 
which we already manufacture, are 
amongst the foremost companies in the 
world in sucih consumer products as 
froasen foods and processed meats. 
VHiilst to-day the time may not be 
opportune to enter these fields^ became 
the maricet for such ptoduo!^ maybe 
too small or because current licensing 
policies may preclude it, we hope that 
one day we shall: be a.b]e to play 
our part in tmngiog yet Another range 
of quality promts to the Indian 
consumer, we db not' share the view 
heeld in some quartets that India cannot 
derwe wpitfawfaile benefits frbm inter¬ 
national skilis ill the creation, prbduc- 
tion and marketing of good quality 
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and effimeht consumer goods which 
have provided in many coimtries the 
strongest incentive for Wter standards 
of living. 

The new Intbistrial Policy 

The industrial policy minounced last 
year seeks to create a wider role for 
multi-natTonal companies such as yours 
—a role which may be different to that 
which such companies have hither¬ 
to played in other countries, including 
the country in which they are based. 

This new policy aims at directing the 
energies of your Company into the 
core/heavy investment sector of in¬ 
dustry which, while it is of vital im¬ 
portance to the economy, is a field 
where .neither we nor our associates 
have any direct experience. It could be 
argued that such a policy may tend to 
create a conglomerate type of corporate 
structure and by making it difficult for 
the economy to reap the benefits that 
flow from specialisation, may not turn 
out to be in the nation’s long-term inte¬ 
rest.* Be that as it may, we have, as in 
the past, responded promptly to the 
new challenge. 

Fertiliser Project 

Your Company was asked by the 
Government to consider investing in a 
fertiliser project and, in particular, to 
participate in a joint sector venture in 
the Puaiab in partnership with the 
Punjab State Industrial Development 
Corporation (PSIDC)to whom a Letter 
of latent, it is understood, will be issued 
shortly. Accordingly, we commissioned 
a feasibility study by the Mitsui Toatsu 
Chemical Company of Jt^n and a 
market survey by the FACT Engineer¬ 
ing and Development Organisation. 
These studies revealed that prima facie 
and subject to certain key requirements 
being met, such a project would be 
viable and we are at present engaged in 
discussions with the PSIDC and the 
Central Government in this r^ard. 

In order to have access to up-to-date 
technology, both in the construction 
of the plant and on a continuing basis, 
it is our intention to associate with the 
project firms of international repute 
in the field of fertilisers. We have, wc 
believe, the general skills to man^c 
such a project and, after the gestation 
period associated with an undertaking 
of this magnitude, we expect it to pro¬ 
vide a satisfactory return on our in¬ 
vestment. 

Our Existing Businesses 

In the .meantime/the importance of 
maintaiaihg the viability of ybur Com¬ 
pany by alkwring it freedom to grow 
in its existing businesses cannot be over¬ 
emphasised. We are, therefore, also 
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discussing with Government a number 
of other projects which not only seek 
such growth, but at the same time fully 
conform to Government’s social and 
economic objectives in regard to the 
development bf backward areas, co¬ 
operation with the small-scale sector, 
import substitution, etc. 

The project which involves co-opera¬ 
tion with the small-scale sector is a 
novel concept and you might find it 
interesting to hear a few details about 
it. The proposal wc have .submitted to 
Government is to build a factory in a 
backward area, which, despite its other 
drawbacks, is well placed in regard to 
supplies of non-traditional oils such as 
rice-bran, sal, neem, etc. The factory 
will convert these and other oils into a 
semi-processed soap using complex 
and relatively capital intensive pro¬ 
cesses for upgrading these non-tradi¬ 
tional oils, and extracting a strategical¬ 
ly important by-product-glyccrinc—of 
which there is a growing national short¬ 
age. This semi-processed material will 
then be despatched to a number of 
widely dispersed and independent 
small-scale units who will process it 
further, package it to our specifications 
and return it to us for marketing and 
distribution. 

We propose, subject to obtaining the 
Government’s approval for this pro¬ 
ject, to provide these small entrepre¬ 
neurs, free of charge, the know-how 
required to instal and operate their 
equipment and to guarantee the off 
take of the finished goods. Such a 
scheme, we believe, will provide an ex 
ample of how the small and large-scale 
sector can perfonn complementary 
roles -the large-scale unit undertaking 
the complex technological and market¬ 
ing functions which arc generally 
beyond the capacity of the small-scale 
sector, leaving the latter with the more 
labour-intensive, but technologically 
less complex activities in a way which 
gives the maximum benefit to the eco¬ 
nomy and conforms to the social ob- 
jcciives of the country. 

This is not to suggest that we have 
not been conscious of these social ob¬ 
jectives in the past. Our dairy prmect, 
for instance^ was located in one of the 
most backward areas of Uttar Pradesh 
and is making a significant contribu¬ 
tion to raising living standards in its 
neighbourhood, although the cost to 
us has been heavy. Likewise, as a part 
of our purchasing policy, we are en¬ 
couraging and giving technical guidance 
to a large number of small- and medi¬ 
um-scale firms. 

Whilst we are thus responding, as 
promptly and whole-heartedly as in 
the past, to the social and economic 
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objectives of the new industrial policy, 
the cost and delays, for^^instance, of 
starting up a factory in a backward area 
cannot be ignored. It would, I believe, 
be wrong if, in pursuance of the new 
policy, all growth on the existing factory 
sites is completely stopped when it is 
clear that such growth is the quickest 
and most economical way of increasing 
production, particularly at a time when 
there is a growing shortage of your 
Company's products. 

Conclusion 

In the final analysis, national growth 
aims 'at things that transcend the para¬ 
meters of output and income. Two de¬ 
cades ago Pandit Jawaharlal Nehru ob¬ 
served that we should seek to improve 
the quality of life in our society, that 
our aim should be the making of better 
men rather than men who arc nrierely 
better fed and clothed. The quality of 
life depends upon standards, specifically 
standards of excellence. May I, again 
in a spirit of humility, assert that the 
function of an enterprise like your Com¬ 
pany in a developing society is to aim 
at setting such standards, albeit in the 
limited spheres of commerce and 
industry. The standards wc have set 
span a whole host of activities ranging 
from the quality of the raw materials 
we arc prepared to use to the quality 
of the product we are hoping to sell, 
from management practices within the 
Company to our corporate behaviour 
vis-a-vis the society at large. Such 
standards have, we believe significant, 
if immeasurable, elTecls on the values 
of those we meet at the boundaries of 
our enterprise: our customers, our 
stockists, and our suppliers, to cite a 
few. 

In one sense, therefore, our activity 
in the seventies will be no dilTerent from 
what it has been in the past. Wc believe 
that this particular function of your 
Company draws strength from its asso¬ 
ciation with a multi-national corpora¬ 
tion. It is this international associa¬ 
tion that continuously exposes us to 
new and more challenging standards 
of excellence. In the relatively narrow 
view of the statute books, wc may be a 
foreign company. But, from a larger 
point of view, the label is misleading 
as most labels arc. Your Company is 
just as much concerned with the welfare 
of the nation in which it has grown as 
are enterprises based wholly on indi¬ 
genous capital, it is this concern which, 
1 believe, emerges out of a social audit 
of your Company in the sixitics; and 
it is the same concern which will conti¬ 
nue to» permeate its plans for the future. 

Note: This does not purport to be a 
report of the proceedings of the 
Annual General Meeting. 
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Linoleum floor«coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years^ it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
a piggy-bank! 
Stain-proofi easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor.covering ■ For better living 

India Linoleums Ltd., 
P.O. Birlapur, 24 Parganas, West Bengal. 
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RECORDS AND STATISTICS 

General Insurance Nationalised 


The President promulgated on May 
13 the General Insurance (Emergency 
Provisions) Ordinance, 1971. In terms 
ofthis ordinance, the management of all 
insurers, Indian as well as foreign, 
doing business in India now vests in 
the government. 

Thi:> is the first and preparatory step 
towards nationalisation of general in¬ 
surance. The next step will be legislation 
vesting the ownership of the insurance 
undertakings in government and es¬ 
tablishing corporations to transact 
general insurance business in the coun¬ 
try. The bill for the purpose is expected 
to be introduced during the next session 
of Parliament. 

The ordinance covers in its scope all 
insurers, Indian as well as foreign, who 
are new registered under the Insurance 
Act for transacting one or more classes 
of general insurance business or whose 
registration though now cancelled is 
legally capable ofrevival, that is to say. 
those who stood registered at any time 
during six months prior to the date of 
ordinance. There are, however, a few 
exceptions. The ordinance does not 
apply to companies which had discon¬ 
tinued insurance business and whose 
statutory deposits had been returned 
on the orders of a court of law. The 
management of the general insurance 
business of the Life Insurance 
Corporation of India and of the state 
govenments also do not vest in central 
government though the intention is that 
when the General Insurance Corpora¬ 
tions come into being, state goverment 
agencies as also the LlC would not be 

E crmitted to engage in general insurance 
usiness. About 107 insurers are ex¬ 
pected to be covered by the ordinance. 

The ordinance provides for payment 
of compensation to the insurers whose 
managemcni is being taken over. 

The following is the full text of the 
ordinance: 

Promulgated by the President in the 
22nd year of the Republic of India. 

An ordinance to provide for the 
taking over, in the public interest, of 
the management of general insurance 
business pending nationalisation of 
such business 

Whereas it is expedient in the pub¬ 
lic intcicst that general insurance busi* 
ness should be nationalised. 

And whereas it is expedient that 


pending such nationalisation, ade¬ 
quate steps should be taken to pro¬ 
tect the interests of the policy-hold¬ 
ers. 

And whereas Parliament is not in 
session and the President is satisfied 
that circumstances exist which render 
it necessary for him to take immediate 
action, 

Now, therefore in exercise of the 
powers conferred by clause (1) of 
Article 123 of the Constitution, the 
Prssident is pleased to promulgate the 
following Ordinance:— 

1 . (i) This Ordinance may be call¬ 
ed the General Insurance (Emergency 
Provisions) Ordinance, 1971. (ii) It 
shall come into force at once. 

2. In this Ordinance, unless the 
context otherwise requires:— 

(a) “Appointed day” means the 
date on which this Ordinance comes 
into force: 

(b) “Custodian” means the person 
appointed under Section 4 to take 
over the management of the under¬ 
taking of any insurer: 

(c) “general insurance business’ 
means fire, marine or miscellaneous 
insurance business, whether carried on 
singly or in combination with one or 
more of them ,but docs not include 
capital redemption business and 
annuity certain business: 

(d) “Insurance Act” means the 
Insurance , Act, 1938: 

(e) “insurer” means an insurer, as 
defined in the Insurance Act, who 
carries on general insurance business 
In India, and includes, an insurer 
whose registration under that Act has 
not remained wholly cancelled for a 
period of six months immediately be¬ 
fore the appointed day, but does not 
include the Life Insurance Corpora¬ 
tion of India established uner the 
Life Insurance corporation Act, 19.56, 
of any state government which carr¬ 
ies on general insurance business; 

(f) “notified order” means an or¬ 
der notified in the official gazette: 

(g) “prescribed” means prescribeii 
by rules made under this ordinance; 

(h) “undertaking”, in relation to 
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an insurer inct^orated outside India, 
means the undertaking of that insurer 
in India; 

(1) Words and expressions used here¬ 
in but not defined and defined in 
the Insurance Act, have the meanings 
respectively assigned to them in that 
Act. 

3.}I) On and from the appointed 
day, the management of the under¬ 
takings of all insurer shall vest in 
the central government and, pending 
the appointment of a custodian for 
the undertaking of any insurec, the 
persons in charge of the management 
of such undertaking immediately be¬ 
fore the appointed day shall, on and 
from the appointed day, be in chaige 
of the management of the undertak- 
king for and on behalf of the central 
government; and the management of 
the undertaking of the insurer shall 
be carried on by them subject to the 
provisions contained in such sections 
(3) and (5) and to such further direc¬ 
tions, if any, as the central goverment 
may give to them by notice addressed 
and sent to the principal officer of 
the insurer. 

(2) Any contract, whether express 
or implied, providing for the manage¬ 
ment of the undertaking of an in¬ 
surer, made before the appointed day 
between the insurer and any persons 
in charge of the managemet of such 
undertaking immediately before the 
appointed day, shall be deemed to 
have terminated on the appointed day. 

(3) No in.surer shall ,without the 
previous approval of the person spe¬ 
cified by the central government in 
this behalf in respect of that insurer 
(hereinafter referred to as the “autho 
rised person”); 

(a) make any payment or grant 
any loan otherwise then in accordance 
with the normal practice obser\'ed by 
him in respect of such matters im¬ 
mediately before the appointed day; 

(b) incur any expenditure from the 
assets appertaining to the undertaking 
otherwise than for the purpose of 
making routine payment of salaries 
or commissions to employees, insu¬ 
rance agents or for the purpose of 
meeting the routine day to day ex- 
penditturc; 

(c) transfer or otherwise dispose 
of any such assets or create any 
charge, hypothecation, lien or other 
encumbrance thereon: 

(d) invest in any manner any 
moneys forming part of such assets; 

(c) acquire any, immovable pro- 
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perty out of any j[noncys forming 
part of such assets; 

(f) enter into any contract of ser¬ 
vice or agency whether ,j?xpressy or 
by implication, for purposes connect¬ 
ed wholly or partly with the uner- 
taking or vary the terms and condi¬ 
tions of any such contract subsisting 
on the appointed day; 

(g) enter into any other transac¬ 
tion relating to the undertaking of the 
insurer other than a contract relating 
to the transaction of general insu¬ 
rance business or vary the terms and 
conditions of any agreement relating 
to any such transaction subsisting at 
the comencement of this Ordinance. 

(4) The approval of the authorised 
person may be given either generally 
in relation to certain classes of tran¬ 
sactions of the insurer or specially in 
relation to any of his transactions. 

(5) Every insurer shall deposit all 
securities and diKuments of title to 
any assets appertaining to the under¬ 
taking in any scheduled bank or 
nationalised bank in which the insurer 
had an account immediately before 
the appointed day or in any branch of 
the State Bank in the place where 
the head office or the principal office 
of the insurer is situated of, where 
there is no, branch of the State Bank 
in such place, the nearest branch of 
the State Bank and no such security 
or document shall be withdrawn from 
the scheduled bank ,the nationalised 
bank or the state Bank, as the case 
may be, except with the permission of 
the authorised person: 

Provided that nothing contained in 
this sub-section shall apply to any 
security or document of title kept in 
trust with an official trustee in pur¬ 
suance of the articles of association of 
an insurer unless the central govern¬ 
ment, by notified order, otherwise 
directs' 

Explanation: In this sub-section, (a| 
'Scheduled Bank” means a bank in¬ 
cluded fori he time being in the Second 
Schedule to the Reserve Bank of 
India Act, 1934; 

(b) “State Bank” means the State 
Bank of India constitituted under the 
State Bank of India Act, 1955; 

(c) “Nationalised Bank.’ means a 
corresponding new bank as defined in 
the Banking Companies (Acquisition 
and Transfer of Undertakings) Act, 
1970. 

(6) Every insurer shall deliver forth¬ 
with to the person specified in this 


behalf by the central goverment 
in respect of that insurer the follow¬ 
ing documents, namely; 

(a) the minutes book or any other 
book in India containing all resolu¬ 
tions upto the appointed day of the 
persons in change of the management 
of the undertaking before the 
appointed day; 

(b) the current cheque books, relat¬ 
ing to the undertaking which arc 
at the head office or the princ^al 
at the head office or the principal office 
of rhe insurer; 

(c) all registers or other books con¬ 
taining particulars relating to the in¬ 
vestment of any moneys appertain¬ 
ing to the undertaking including in¬ 
vestments on mortagaged properties 
and all loans granted and advances 
made; 

(d) all brokers’ notes or certificates 
in the possession of the insurer in 
respect of any orders for the invest¬ 
ment cf any moneys appertaining to 
the urdertaking. 

il) Without prejudice to the genera¬ 
lity of the powers conferred by sub¬ 
section (1) and to the provisions con¬ 
tained in sub-sections (3), (5) and (6), 
any direction issued under sub-section 
(J) may require the persons in charge 
of the management of the undertaking 
of an insurer under this Ordinance 
to furnish to the central government 
or to the authorised person such 
returns, statements and other informa¬ 
tion relating to the undertaking as 
may be mentioned in the direction. 

(8) The persons in charge of the 
management of the undertaking of an 
insurer under this Ordinance shall be 
entitled to such remuneration, whether 
by way of allowance or salary or per¬ 
quisites as the central government 
may fix; and any such person may, 
by giving one month’s notice in writing 
to the central government of his inten¬ 
tion so to do, relinquish charge of the 
management of the undertaking. 

4. (1) The central government may, 
as soon as it is convenient adminis¬ 
tratively so to do, appoint any person 
as custodian for the purpose of taking 
over the management of the under¬ 
taking of an insurer and the person 
so appointed shall cariy on the manage¬ 
ment of the undertaking of the insurer 
for and on behalf of the central govern¬ 
ment. 

(2) On the appointment of a Custo¬ 
dian under sub-section (1), the charge 
of management of Uic undertaking of 
the insurer shall vest in him and all 
persons in charge of the management 
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of such undertaking immediately be-, 
fore such appointment sl^II cease to 
be in charge of such man^ement and 
shall be bound to deliv^ to the Custo¬ 
dian all books of account, registers 
or other doc^ents in their custody 
relating to the undertaking of the 
insurer. 

(3) Nothing contained in sub-sec¬ 
tions (3). (5) and (6) o( section 3 
shall apply to any insurer the charge 
of management of whose undertaking 
has been taken over by the Custodian, 
but the central government may 
is.sue such directions to the Custodian 
as to his powers and duties as it deems 
desirable in the circumstances of the 
case, and the Custodian may apply to 
the central government at any time for 
instructions as to the manner in which 
he shall conduct the management of the 
undertaking of the insurer or in relation 
to any matter arising in the course of 
such management. 

(4) The Custodian shall receive from 
the funds of the undertaking for the 
charge of management of which he 
is appointed under sub-?!Cction (1) 
such remuneration as the central go¬ 
vernment may fix. 

(5) The Custodian shall hold office 
during the pleasure of the central 
government. 

5. The Custodian may, in relation 
to the undertaking of any insurer 
the charge of management of which 
has been taken over by him, exercise; 

(a I all or any of the powers which 
the Controller of Insurance may 
exercise under section 106 or 
section 107 of the Insurance Act; 

(b) all or any of the powers under 
section 52B, section 52BB, sec¬ 
tion S2C or Section 52D of the 
Insurance Act which an Admi¬ 
nistrator appointed under section 
52A of that Act could have ex- 
ceicised in relation of life 
insurance business of an insurer. 

6 . (1) Every insurer shall be given 
by the central government compensa¬ 
tion for the vesting in it, under sec¬ 
tion 3, of the mangement of the under¬ 
taking of the insurer. 

(2) For every month during which 
the management of the undertaking 
of the insurer remains vested in the 
central government, the amount of com¬ 
pensation referred to in sub-section 
(I) shall be: 

(a) in the case of an insurer rc» 
ferred to in clause (b) of sub-sec- 
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tioQ (9) <>C Section' 2 of ttw Insurance 
Act. \ 

(1) Where the insurer has declared 
a dividend during at least one of the 
three calendar years 1967, 1968 and 
1969 : (A) a sum equal to one-twelfth 
of the annual average (for the three 
years) of the amount distributed to 
shareholders as dividend; or (b) a sum 
equal to two and a half rupees for every 
thousand rupees or part thereof of the 
net premium income of the undertaking 
of the insurer during the year 1969, 
whichever is greater; 

(ii) in any other case, a sum equal 
to two and a half rupees for every 
thousand rupees or part thereof of 
the net premium income of the under¬ 
taking of the insurer during the year 
1969; 

(b) in the case of an insurer re¬ 
ferred to in clause (a) of sub-sec¬ 
tion (9) of section 2.of the Insurance 
Act, a sum equal to two and a half 
rupees for every thousand rupees or 
part thereof the net premium income 
of the undertaking of the insurer in 
India during the year 1969. 

7. (1) The compensation referred 
to in section 6 shall be paid by the 
centra] government in cash to every 
insurer. 

(2) The compensation received by 
an insurer under section 6 shall be 
dealt with by him in such manner as 
may be prescribed. 

8. If any person: (a) fails to de¬ 
liver to the custodian any books of 
account, registers or any other docu- 


AUTHORISED PERSONS 

The following are the authorised per¬ 
sons appointed under the Ordinance: 

(1) MrM.L. Wadhawan—Delhi. 

(2) Mr G.H. Damlc—Bombay. 

(3) Mr S. Subramanian—^Bombay. 

(4) Mr O.S. Sethi—Bombay. 

(5) Mr D.K. Tillumal—Porbandar 
and Bhavnagar. 

(6) Mr S. Parthasarthy—^Belgaum. 

(7) Mr S.Krishnamoorthy—Calcutta. 

(8) MrC.B. More—Calcutta. 

(9) Mr C.L. Jain—Cuttack. 

(10) Mr S.R. Kumrai—Madras. 

(11) MrB.N. Malhotra-Hyderabad. 
02) MrM. Srinivasan—^Madurai. 

(13) Mr R. Srinivasan—Mysore. 

Mr Wadhawan has been picked up 
from the union Ministry of Finance. 
All others are from the office of the Con¬ 
troller of Insurance. 
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ments in his custody relating to the 
undertaking of an insurer in respect 
of the management of which the cus- 
dian has been appointed, or 

(b) retains any property of such 
insurer appertaining to the undertak¬ 
ing of the insurer, or 

(c) fails to comply with the pro¬ 
visions contained in sub-section (3) 
of sub-section (5) or sub-section (6) 
of section 3, or 

(d) fails to comply with any direc 
tions issued under sub-section (I) or 
sub-section (7) of section 3, he shall 
be punishable with imprisonment for 
a term which may extend to six months, 
or with fine which may extend to one 
thousand rupees, or with both. 

9. No proceeding for the winding 
up of an insurer, the management of 
whose undertaking has vested in the 
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central government under this ordi¬ 
nance or for the appointment of a 
receiver in respect of such business, 
shall lie in any court. 

10. In computing the period of 
limitation prescribed by any law for 
the time being in force for any suit 
or application against any person by 
an insurer in respect of any matter 
arising out of his undertaking, the 
time during which this Ordinance is 
in force shall be excluded. 

11. The provision of this Ordin¬ 
ance shall have effect notwithstanding 
anything inconsistent therewith con¬ 
tained in any other law for the time 
being in force or in any instrument 
having effect by virtue of any law 
other than this Ordinance. 

12. The central government may. 
by notified order, direct that all or 
any of the powers exercisable by it 


STATISTICAL DATA 


1. Assets taken over about Rs 240 crores. 

2. Total profits made by all insurers (in¬ 
cluding the profits paid to the Govt, 
by LIC) during last three years (1967, 

1968. 1969) Rs 2 .IS crores. (average). 

3. Profits of foreign insurers a year or 

more about one crorc. 

4. Gross premium—written direct by insurers: 

Indian Insurers Foreign Insurers 

1969 Rs 108 crores Rs 23 crores. 


5. Total number of employees about 25.000 

6, Insurers taken over 64 Indian (including Oriental. Jupiter 

and Indian Guarantee of LIC). 

42 Foreign. 

106 


7. Total Premium income of insurers (Indian) (excluding LIC) Rs 90 crores. 

8. Compensation— As a first step, the managements have been taken over. Dur¬ 

ing the period the managements remain with the government 
in the case of Indian insurers (other than mutuals) it will be 
l/12th of the average annual profits distributed during the 
three years—1967. 1968, 1969. 

Or 

Rs 2.50 per thousand rupees of the net premium income 
written in 1969, whichever is greater. For all other insurers 
including foreign insurers the latter basis above will apply. 

On the basis of Rs 2.50 per thousand, the compensation 
would be about Rs 28 lakhs per month of takc-ovCT; the 
actual amount may be higher because of the “profit 
basis” mentioned above applying in same cases. 

The proposed bill to nationalise will determine the actual 
amount of compensation to be paid. 

Total Indian new business (March 31, 1961) 14,50,095. 
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under this Ordinance may eIso be exer¬ 
cised by any such person as may be 
specified in the order. 

13. (I) No suit prosecution or other 
legal proceeding shall lie against any 
Custodian or authorised person in res¬ 
pect of anything which is in good faith 
done or intended to be done under this 
Ordinance. 

(2) No suit, prosecution or other legal 
proceeding shall lie against the cent¬ 
ral government or any Custodian or 
authorised person for any damage 
caused or likely to be caused by any¬ 
thing which is in good faith done or 
intended to be done under this Ordi¬ 
nance. 

14. Notwithstanding the provisions 
of section 3 of the Insurance Act, the 
Controller of Insurance shall not, 
after the appointed day, issue any 
certificate of registration under that 
.section to any person. 

‘ 15. Nothing contained in this Ordi¬ 
nance shall apply to: 

(a) any insurer whose business is 
being voluntarily wound up or is being 
wound up by a court; 

(b) an> insurer to whom the Insur¬ 
ance Act does run apply by reason of 
the provisions contained in section 2t 
thereof; 

(c) the Calcutta Hospital and Nurs¬ 
ing Home Benefits Association Limit¬ 
ed; 

(d) the Export Credit Gaurantee 
Corporation; 

(e) the Deposit Insurance Scheme; 

(f) any scheme of insurance which 
might be exempted by the central 
government relating to- 

(1) crop and cattle, 

(ii) war risks, 

(iii) emergency risks; 

(g) general insurance business car¬ 
ried on by stale government or by 
the Life Insurance Corporation of 
India, 

16. (1) The central government may, 
by notification in the official gazette, 
make rules to carry out (he provisions 
of this Ordinance. 

(2) In particular, and without pre¬ 
judice to the generality of the fore¬ 
going power, such rules may provide 
for all or any of the following mat¬ 
ters, namely; 

(a) the form and manner in which 


books of account appertaining to un¬ 
dertakings shall be maintained by in¬ 
surers; 

(b) the manner in which any com¬ 
pensation payable under this Ordi¬ 
nance shall be dealt with by an in¬ 
surer; 

(c) the circumstances in which the 

AIMO Annual 


The Thirty-First Annual Conference 
of the All-India Manufacturers’ Orga¬ 
nisation was held in Bangalore on May 
7 and 8, 1971. While inaugurating the 
conference, the President, Mr V.V. Oiri, 
exhorted the industrialists and entre¬ 
preneurs to take advantage of the buo¬ 
yant circumstances prevailing both in 
the agricultural and industrial fronts 
and plan ahead with vision and courage. 
He also stressed the need for the rapid 
growth of labour-intensive small-scale 
and cottage industries as it would ab¬ 
sorb idle manpower. There was abso¬ 
lutely no conflict, Mr Oiri said, bet¬ 
ween the big and small industries as 
they were complementary and supple¬ 
mentary to each other. 

Mr S.M. Dahanukar, in his presiden¬ 
tial address, welcomed the govern¬ 
ment’s move to reorient the fourth Plan 
and also pledged the AlMO's support 
to the Prime Minister’s programme to 
abolish poverty, provide employment 
and arrest the rising prices. He also 
outlined an eight-point plan for massive 
development of the industrial sector. 
The following is a brief summary of 
Mr Dahanukar’s presidential address. 

Support to the Progressive Measures of 
the Government 

Mr Dahanukar fully supported the 
Prime Minister's move to tackle the 
three main problems facing the country 
viz. (a) abolition of poverty; (b) provid¬ 
ing large scale employment, parti¬ 
cularly of the educated unem¬ 
ployed and (c) to arrest the rise in 
prices, and welcomed the provision 
of 50 crorcs of rupees for providing 
immediate employment. 

Welcoming the government’s efforts 
to re-oricnl the fourth Plan Mr Dahanu¬ 
kar hoped that a practical direction will 
be given to the Plan forthwith. 

Victory against Poverty 

Since the abolition of poverty is 
inextricably bound up with the growth 
of wealth, acceleration of gross na¬ 
tional product (GNP) is of utmost 
importance. The AI^10 chief stressed 
that unless we resort to basic policy 
change.s, leading to productive utilisa¬ 
tion of the existing resources and sav- 
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remuneration payable to nersons in 
charge of the management pf the un¬ 
dertaking of an insurer under this Ordi¬ 
nance or to Custodians shall be met by 
the central government, whether wholly 
or in part; 

(d) any other matter which may be, 
or is required to be, prescribed.” 

Session 


ings — induced policy orientation, re¬ 
moval of poverty and increase in the 
employment cannot be achieved. 

The President made a relevant ob¬ 
servation on the basis of the AIMO 
delegation’s recent visit to Japan and 
the far cast Asian countries when he 
stated that Japan was able to attain 
rapid and continued rate of increase in 
ONP due to maintaining high quality 
production and the high sense of loyalty 
to the country on the part of the Japa¬ 
nese, and that in countries such as 
Malaysia there was almost no infla¬ 
tion during the last 10 years. In the 
light of these experiments the President 
called upon the government to recon¬ 
sider and revise its policies so as to 
attain maximisation of national sav¬ 
ings. The president of the organisa¬ 
tion mentioned two directions in which 
concerted efforts should be made to 
accelerate the ONP viz. (i) vigorous 
and continued persuance of efforts 
so as to increase the output of agricul¬ 
tural produce not only in foodgrains 
but also in the various commodities 
required by the industry; (ii)register¬ 
ing an all round increase in industrial 
production so as to reach the “self sup¬ 
porting’’ phase of the “take off* stage” 
of development which was originally 
hoped to be attained in 1971, 20 years 
after the start of economic planning. 

Effective Measures 

Mr Dahanukar put forward the 
following suggestions to effect the mas¬ 
sive programme of industrial develop¬ 
ment particularly in the small-scale 
sector. 

(i) Agricultural transformation and 
rapid expansion of agro-industries. 

(ii) A small reduction in corporate 
tax. 

(iii) A higher development tebale for 
providing housing to the employees. 

(iv) Limitatigns placed on large in¬ 
dustrial houses and the improper con¬ 
cept of monopoly need to be revised on 
pragmatic basis so that those who are 
willing to invest, take risks and add to 
the production of wealth be given an 
opportunity and encouragement to 
contribute to national wealth. 

(v) Removal of restrictions on start- 
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port potential. 

(vi) Si^plifkation of procedu^re to 
i^pedite Visions. The govemmem'e 
announcement to a})point Task Forces 
to remove obstacles in the way of speedy 
implementation for investment pro> 
grammes and to accderate the changes 
m the structure and functioning of ad' 
ministration apparatus was welcomed 
by the President. 

(vii) Compensation to be given in 
view of the disadvantages that one faces 
when setting up industry in under* 
developed areas which lack sufficient 
infra-structure. 

(viii) We should also freely encourage 
'tntpansian of small units and assist 
them to attain efficiency. Reserving 
sp^fic sectors of production for small 
industries should not be made a promi¬ 
nent feature. 

The AIMO President recommended 
the appointment of a Committee of 
experts under the Chairmanship of the 
Planning Minister to formulate 
programme to evolve a long term em- 
loyment strategy, say, on a ten year 
asis. The enormous task of providing 
employment to the millions should be 
shared by all who can provide employ¬ 
ment, since the task is too big for go¬ 
vernment alone to shoulder. 

Lowering of Prices 

This question of vital importance re¬ 
quiring continued vigilance should be 
tackled in two ways viz. encouragement 
1o improve productivity which will 
help bring down prices and secondly 
lowering the level of indirect taxation on 
all essential consumer goods of mass 
consumption. 

Industrial Relations 

Mr Dahanukar expressed great 
concern at the industrial production 
being increasingly hampered by strikes 
and other tactics adopted by the em¬ 
ployees and the lack of a sense of duty 
among them. Mr Dahanukar put for¬ 
ward thcfollowing suggestions to coun¬ 
teract the eviis arising from the situa¬ 
tion. 

(i) With a view to prevent the by¬ 
passing of labour legislation in respect 
of strikes, the definition of strike should 
be amended to include such tactics as go- 
slow, sit-down strikes or work to rule 
agitations. 

(ii) To evolve more direct and speedy 
machinery for the settlement of disputes 
within a reasonable time, in place of 
the present machinery for referring dis¬ 
putes to arbitration. 

(iii) It is high time that we evolved 
the basis for linking wages with pro¬ 
ductivity. 

Eximrt Perfomance 

According to the President there is an 
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urgent need for ensuring sustained and 
continunuous crash assistance to criti¬ 
cal exportable items. 

Mr Dahunukar suggested that the 
new Trade Development j^thority 
should co-ordinate the export efforts of 
all the small and ancillary industries 
which have a great potential for ex¬ 
ports to America, Europe and Japan. 

The President was emphatic that 
creation of exportable surpluses was 
more important than curtailing home 
consumption by way of higher duties 
which will tempt exporters to take ad¬ 
vantage of home market rather than 
external market. The President empha^ 
sised the need for streamlining ad¬ 
ministrative procedures for drawback 
and incentives. 

World Trade Centre 

Mr Dahanukar referred to World 
Trade Centre which has now been re¬ 
gistered as a separate limited company 
under the name and style “Dr M. 
Visvesvaraya Indusri^ Research and 
Development Centre”. This company 
has now taken over the entire scheme 
costing about 9 crores of rupees and 
comprising a complex of four principal 
buildings viz., (i) An export centre for 
holding exhibitions; (ii) The Commerce 
Centre: (iii) Trade Centre; and (iv) 
Service centre. Mr Dahanukar made a 
fervent appeal for active support and 
co-operation from the industries, go¬ 
vernment and other members. 

Floating Fair 

The AIMO chief, reiterated the sug¬ 
gestion of the organisation that orga¬ 
nising a Floating Fair will give a perma¬ 
nent boost to our exports. The AIMO 
had offered to equip a ship if it was 
made available by the government*. 
Such Floating Fair is to go round the 
different parts of the world once in 
six months carrying not only the tradi¬ 
tional ' items but also manufactured 
items such as those of the engineering, 
plastic and electronic industries. The 
AIMO delegation which recently visi¬ 
ted Japan and south east Asian count¬ 
ries was surprised to see a great demand 
for such items in the Phillipines, In¬ 
donesia, Malaysia and other count¬ 
ries. 

Mr Dahanukar was of the opinion 
that Floating Fair of this type would 
more than pay itself in the form of or¬ 
ders for export of our manufactured 
items. 

RESOLUTIONS 

The following resolutions were pass¬ 
ed by the AU-India Mantffacturers’ 
Organization at the thirty-first annual 
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conference which was held in Bunga¬ 
low on May 7 and 8. 1971. 

Rdr and Reaponsibllltiea of Business 
and bdnstry Today. 

The national economy is in the pro- 
cess of fundamental chan^, the nature 
and structure of which must be fully 
appreciated by business and. industry 
to frame its response to it. Ordy then 
can its true role and responsibility in 
the changed context can emerge. 

In the opinion of the AIMO, the 
primary task of business and industry 
IS to wholeheartedly participate in the 
lanned development of the country 
y ofl’ering to pool its resources and 
talents in the common endeavour. 
However, to get the best, the govern¬ 
ment on its part should streamline 
the procedures and cut down de¬ 
lays in decision-making at all levels, 
considerably improve inter-ministerial 
co-ordination, repose trust and confi¬ 
dence in business and industry and in 
general adopt a positive approach on 
vital issues such as size, profit and 
success, by commending satisfactoi^ 
performance. Only with such whole¬ 
hearted co-operation and faith bet¬ 
ween different sectors of the economy 
and government can rapid economic 
growth be assured. However, we 
may emphasise that the avowed 
objective of social justice can, 
in the ultimate analysis, lx*, fulfilled 
only through galvanising of all produc¬ 
tive agencies in the country to maximise 
output and by equitable distribution. 

Social and political objectives will 
henceforth be very important determi¬ 
nants of economic policy. The side- 
effects of economic growth arc being 
highlighted such us growing unemploy¬ 
ment, inflation, imbalances in regional 
development. The drive, the expertise 
and the energy Vif entrepreneurs will 
now essentially have to be deployed to 
meet these objectives. Some of the key 
areas which should engage the urgent 
attention of business and industries are 
to; 

(1) evolve greater understanding of 
the role of government and prescribe 
such modification in policies and mea¬ 
sures as may be deemed necessary after 
deep study of issues involved; 

(2) evolve special employment pro¬ 
grammes for immediate and long term 
needs to look after the immediate 
needs of the educated unemployed by 
establishing service centres in the back¬ 
ward areas; broaden the base of recruit¬ 
ment with some special quotas assigned 
to the unprivileged, backward and low 
income groups subject to certain mini¬ 
mal educational attainments; 

(3) widen the managerial base in the 
true sense by professional appointments 
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both at the level of the board of di¬ 
rectors and operating manafcment; 

(4) curtail drastically all fdrms of 
ostentatious living and expenditurtf; 

(5) spearhead research and develop¬ 
ment activities* earmarking a it«r- 
tain percentage of sales income for 
this purpose depending upon the na¬ 
ture of industry, either at the unit 
industry level, preferably in active co¬ 
operation with national research labo¬ 
ratories; 

(6) launch active programme of 
consumer guidance, consumer protec¬ 
tion and consumer service, distinct 
from sales, to effectively deal with con¬ 
sumer problems and complaints aris¬ 
ing from price, quality and after sales 
serviccvs; 

(7) make special efforts to vSet 
up mass merchandising nctwwk in 
rural and backward areas on an indivi¬ 
dual or joint basis to improve the level 
of consumption in these areas; 

(8) undertake programmes of cost 
reduction through continuing review 
ofc existing production and administra¬ 
tive methods and induction of modern 
technical and management concepts; 

(9) voluntarily accept social audit 
for evaluating the quality of manage¬ 
ment performance in planning, organisr 
ing and utilisation of resources which 
should cover appraisal of attainment 
of public and siKial responsibilities 
such as good citizenship obligations, 
contributions to the national exchequer 
in terms of rupees and foreign ex¬ 
change, contribution to creation of em¬ 
ployment opportunities and improving 
the welfare of the employees and their 
families. The findings of such audit 
by an independent agency should be 
widely communicatca to the public 
at large to establish a betfer report. 

Financing of Industry 

Industrial production in several sec¬ 
tors of the economy has not been keep¬ 
ing pace with the rising demand result¬ 
ing in accentuation of pressures on 
prices and employment. One of the 
major constraints has been the non¬ 
availability of adequate short-term 
finance for working capital requiic- 
ments even to operate indiistri.il units 
at existing levels. 

Short-term Finance: Our organisa¬ 
tion is, therefore, very concerned at the 
ad hoc manner in which ceilings arc 
sought to be imposed by several com¬ 
mercial banks on limits already sanc¬ 
tioned to industrial units, large and 
small, based on their withdrawals dur¬ 
ing the previous year. This we submit is 
not at all rational and particularly 
affects' harshly units which have just 
come out of the recession and those 
which have managed their affairs pru¬ 
dently and have rightly relied on the 
undrawn cash credit facilities for hnanc- 
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ing their current and future require¬ 
ments. 

In the opinion of our organisation 
freezing of credit facilities on such an 
arbitrary basis will only militate against 
the objective of price stability and in¬ 
creased production by stifling growth at 
the very time when it is showing signs 
of gathering mcmentum. This could 
only l ad to perpetuation of scarcities 
in various commodities and articles, 
accentuate the price spiral and thus 
aggravate hardships on the weaker sec¬ 
tions of the community. 

The ATMO is happy to note that with- 
in 18 months after nationalisation the 
total deposits of the banks have risen 
by Rs 1,500 crores. In view of this it 
is not necessary that curbs of the above 
type be imposed. On the contrary genu- 
inen eeds of all productive units should 
be fully met. There are also cases 
where certain industries perforce are 
required to hold large stocks of finished 
goods as these are not released under 
government orders or they are forced 
to stockpile imported raw materials in 
bulk offered by the government canalis¬ 
ing agencies, where even the normal 
credit facilities earlier enjoyed arc de¬ 
nied. The additional credit in such 
situations should be allowed over and 
above the normal facilities. 

Term Finance: In respect of term 
finance the position for some time has 
been relatively comfortable in view' of 
the slack in new investments arising 
from many uncertainties in governmen¬ 
tal policies and the inordinate administ¬ 
rative delays. The position now is al¬ 
ready changing for the better and our 
organisation feels this is the most 
opportune time for the financial institu¬ 
tions to streamline their processing 
machinery to cut down delays to the. 
minimum on the undernoted lines:— 

(a) in respect of large projects joint 
participation should be encouraged and 
the IDBl should have the final say as 
to the participation inter se; 

(b) a lime limit of three months 
should be specified for completion of 
underwriting and loan arrangements 
and for which purpose the Inter Insti¬ 
tution Committee should meet more fre¬ 
quently, say once a week: 

(c) insistence on personal guarantees 
should be dispensed with as economic 
viability of the project and competent 
professional management should ins¬ 
pire enough confidence; and 

(d) making additional finance a^aiI- 
ablefor meeting overruns in very 
genuine cases arising from reasons be¬ 
yond control of the projnoters should 
be left to the discretion of the heads of 
the institutions, subject to a ceiling. 

Our organisation would particularly 
invite the attention to the fact that the 
non-availability of sufficient finance 
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and the very many jprpcedural bottle 
necks and delays arising, therefrom, ia 
felt by the small-scale units severe¬ 
ly then the larger units deepitc their 
inclusion in the priority sector and the 
widely publicised support and pre¬ 
ference for them. 

New Basis for Industrial Partnership 

The AIMO pledges its full support to 
the government in the achievement of 
the objectives of removal of poverty and 
creation of opportunities for large-scale 
employment. 

Main Approaches: In its opinion there 
arc two important approaches by which 
these objectives could be achievea: 

(a) by starting new enterprises in all 
sectors and thus creating more pros¬ 
perity for all including workers through 
provision of larger employment oppor¬ 
tunities, better wages and conditions 
of service; 

(b) equally important or even more 
is to make the existing large investments 
in public and private sectors, more and 
more productive by efficient utilisation 
of the resources already invested. 

Process of Implementation: For im¬ 
proving efficiency in the utilisation of 
the resources, the three parties in¬ 
volved, viz.: (i) management: (ii) 
trade union; and (iii) government— 
need to review their respective roles. 
Development and adoption of mutually 
acceptable objectives is a necessary step 
in the implementation process. The 
Indian Labour Conference should evolve 
a charter of such objectives so that all 
agencies work towards an agreed na¬ 
tional goal to which they are commit¬ 
ted. High productivity and sharing 
equitably the gains thereof, avoidance 
of waste, continuous growth and inno¬ 
vation, fair wages, reasonable and stable 
prices and adequate return to investors 
should command priority attention. 

New Basis for Industrial Partnership: 
The programme outlined above would 
pave the way for a belter understanding 
between managements, employees and 
the community and thus establish a 
new basis for industrial partnership. The 
conflict and strife prevailing inthecoun¬ 
try and which has shown a most dis¬ 
turbing trend as manifest by the 27 mil¬ 
lion man days lost in 1969-70 as against 
the average of five to six million man- 
daysS a decade ago is sabotaging the 
country’s eflTorts towards a better life 
for the millions. 

Need for a Purposive Dialogue: To 

achieve this, leaders in industry and 
trade unions should have a continuing 
and purposeful dialogue to evolve a con¬ 
sensus of what is in the larger national 
interest and would provide the greatest 
good for the greatest number. This 
would call for far-sighted statesmanship 
on either side to eschew temptation of 
scoring temporary gains which are 
manifestly unfair to the other side, based 
on tactical or bargaining strength. 
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Anywhsra in the world that business might find 
you, you’ll find a Pan Am office ready to help. 
We fly to 122 cities, 82 lands. And any one of 
these offices can make a tremendous difference 
in helping your business go better. We ll plan 
ybur entire itinerary before you leave. And help 
you with information about the countries you 
plan to visit. For example, we will toll you what 
time banks close in Bangkok. 


And all along your business tour we'll help set 
up conferences, book hotels, arrange guided 
tours, cars, audio-visual equipment, multilingual 
secretaries, the works. We will even undertake 
to introduce you to new business 
prospects. Talk to your Pan Am 
Travel Agent or call us. After all 
our only reason for flying is YOU. 


World's most experienced airline 
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TM£ GOVI^MENT WE PESERVE? 

THt EDITOI? 

Recbntiy 1 issued a chmiTi^ favouring the LlC, on one of the nationalised banks. 
The cheque was for a relatively snsall amount and was marked *A/c Payee only*. 
The bank official dealhig vnth this cheque, in his wisdom, chose to return it, savr 
i]% that my signatihe on Piis cheque appeared 'dhTeient.' incidentally, several 
otter cheques 1 had issued about this time had been duly cashed in the days both 
immediately before and immediately after payment on this particular cheque was 
witltteld. I suppose I. ^ouhi be grateful to this bank for exercising abundant 
cautionforthelaudablepurposeofensuring thatmymoney with them is absolu* 
tdy safe: 

What intrigues me hewever is how so responsible an officer as the Chitf 
Cashier of the State Bank of India, New Delhi, could hand over currency notes of 
the value of Rs 60 lakhs to a strangerinataxi waiting on a public road merely on 
the strength of a teleiffione pall informing him that a ‘top’ official of the Prime 
Ministtt’s secretariat nrgmtly wanted this mon^ for a “top secret” purpose. 
The^imidications of this tnmsaction are truly sinister and they speak volumes 
to the strange psychology of the functioning of nationalised banks in the current 
political context. They also hash a disturbing beam oflight on the quality of the 
government we are having particularly in terms of what many people ate prc' 
pared to believe are its ways of working. 

Secondly, as the tensions and complications of the refu^ influx into our 
country from East Bntgal build themselves up. the weaknesses in the character of 
our government are getting exposed more and more to national and intenuttional 
view. The Prime Minister is trjang to make up with amateurish declarations for 
what she and her counsellors plainly lack in terms of a policy, whether shorMerm 
or long'term, for managing our relations with Pakistan in the context of the move* 
meat for Bangla Dosh. She fs exposing herself, her government and the country to 
ridicule by asking loudly for action by the big powers to arrest Pindi’s violence in 
East Bengal or restore peace along India’s border areas unsettled by refi^ee in¬ 
flux, when it has all along been the professed conviction of the Oovernment 
of India under Jawaharlal Nehru and subsequently that the affairs of south-east 
Asia or any other part of this continent should be left to be managed by the 
peoples of the countries concerned without the benefit of outside, particularly 
western, intervention. 

Moreover, all the powers, big or small, which this country may expect to 
have some infiuenc'; on the government at Pindi or the course of military develop¬ 
ment in East Bengal haye shown more or less clearly that they are interested in 
Pakistan remaining intact. It is therefore idle of the Oovernment of India to ex¬ 
pect that it could have any productive exchange of views with them 
on the issue of East Bengal, unless and until the Prime Minister and 
her counsellors have also come to firm and clear conclusions 
about the Government of India’s own position on the question 
of the future of Pakistan. To be equivocal in this matter and at the same 
time to be talking big Would be for the Government of India to indulge in tactics 
of adventurism calculated to expose our country to avoidable risks to its own 
security. If the Prime Minister fails to show signs of sound leadership in this 
matter within the next few days, the coirntry may well have to ask itself whether 
she is at all a safe and sufficient leader in times of national crises of this kind. 

In this context, I would share with the readers the impressions which a shrewd 
visitor to the capital, who had the opportunity of meeting a large number of promi¬ 
nent political figures and senior officials in government, was able to gather and was 
good enough to communicate to me when he called at my office last week: 

(1) This is clearly an ‘Indira’ government; (2) Her team is impotent 
intellectually and status-wise in the sense that members of the cabinet are not 
her equals but subordinates, who, whether individually or as team-mates, will 
not be able to take rational, independent ^cisions, but would say or do. only 
such things as would please their master; (3) In terms of policies we will have 
gimmicks and semantics and not a coherent strategy for economic development, 
andalongwlth the gimmicks, we will also have some encouragement to selected 
entrepreneurs in the form of industrial licences and the like but this will not 
amount to a planned ai^roach to the urgent and important problem of the 

S vemment creating real confidence in the business community so that the 
ter could plan or pursue schemes for long-term industrial expansion in a syste¬ 
matic manner; and (4) Bangla Desh will be quite an issue for some rime and here 
too the government has not been able to do any deep thinking on the action it 
should take either for better public relations work abroad or for areal good 
sustained assistance piognunme for the Mukti Fauj. 

Is this the government this country deserves? 
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The Truth About ^Bangla Desh^ 


The Prime Minister’s most recent 
speeches in regard to the situation in 
Mst Bengal have struck a note of emo-* 
live reactions and responses which must 
be sternly discouraged. Whether we 
like it or not, the fact remains that the 
bad men of Pindi have mastered, in the 
military sense the movement for Bangla 
Desh. That they have done so through 
the mass butchery of unarmed men 
and women and their children in their 
homes or in the fields and on the streets 
is of course *an outrage which should 
not go unpunished ultimately. But 
this does not alter the hard political 
reality that the movement for Bangla 
Desh has been effectively suppressed 
for the time being by the armed might 
of the military regime in Pindi. 

Secondly, il has become crystal clear 
that the three great powers, the United 
States, the Soviet Union and Red 
China, all of which have vital strategic 
stakes in the Indian sub-continent and 
the United Kingdom, which seems to 
feel that it has a historic claim to be 
interested in this region, are of one 
mind in desiring that Pakistan, in both 
its parts, should continue to remain one 
country tinder a single sovereign govern¬ 
ment. The third point is that the Mus¬ 
lim countries of west Asia and north 
Africa have indicated by their action or 
through their silence that their sympa¬ 
thies arc with Pindi in its effort, how¬ 
ever bloody, to keep Pakistan territori¬ 
ally intact. 

This being the case it is clearly 
unrealistic for India or its government 
or its Prime Minister to think or talk in 
terms indicative of a wish or expecta¬ 
tion that the movement for Bangla Desh 
would succeed in its purpose. It maybe 
argued that Mrs Oandhi’s declaration 
that democracy should be allowed to 
prevail in East Bengal is a legitimate 
expression of opinion but then the 
question is bound to be asked whether 
Mrs Oandhi is equally keen on cham¬ 
pioning the cause of democracy in so 
many other countries where the peoples 
concerned arc clearly without opportu¬ 
nities of expressing their views on who 
should govern them or what systems 
of government they should have. The 
truth is there are far too many in this 
coiuntry — and they seem to include 
the Prime Minister in their number - 
who imagine that they have a special 
claim to be interested in what happens 
in Pakistan, especially East Bengal. 

To the extent that developments in 


Pakistan, particularly in East Bengal, 
niay have a bearing on our national 
security, the sense of responsibility 
which some of us may feel with regard 
to the people of Pakistan or particular 
sections of them no doubt has an ele^ 
ment of legitimacy. Even so our go¬ 
vernment and our Prime Minister would 
be treading on dangerous ground if 
they were to attempt to extend the argu¬ 
ment about India’s security to the point 
where they declare their involvement, 
emotionally or otherwise, in a political 
movement in our neighbouring — 
but still foreign—country. Tt would be 
a different matter had it been practical 
politics for India not only to commit 
its armed forces to help the Bangla 
Desh movement to achieve a quick 


Acting under the compulsions of de¬ 
teriorating Railway finances, Mr Hanu- 
manthaiya has revived the move made 
by his predecessor last year to augment 
revenues through wide-ranging levies 
on both goods and passenger traffic. 
It Was to be expected, of course, that, in 
attempting this, he would avoid such of 
those specific proposals as had invited 
legislators' wrath on Mr Oulzarilal 
Nanda's more or less devoted head on 
the previous occasion. Not that Mr 
Hanumanthaiya’s scheme of levies will 
be exactly popular. The government 
however is now in a position to 
resist pressures whether in Parliament 
or outside — thanks to the fact that the 
fifth general election is now comfort¬ 
ably behind it. 

The politics of the Railway budget 
apart, its economics are as depres!;ing as 
ever. In the race between earnings, fre¬ 
quently boosted by increases in freight 
rates and fares and operating costs, the 
advantage continues to be with the 
latter. Even according to the budget 
estimates, the Railway Minister is un¬ 
able to cover current working expenses 
fully despite freight rates and fares being 
raised. His belief that the deficit here 
could be wiped out through economics 
or higher efficiency planned to be achie¬ 
ved in the current financial year deser¬ 
ves only to be greeted with derision in 
the context of the Railways’ pioven re¬ 
cord in this area. It would be a kind¬ 
ness to the ageing Railway Minister to 
wish that he at least should not be in 
the government next year only to find 
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jnilitary decision in its favour bat aHo 
to secure subsequently imematioital 
recognition for a fait accompli of that 
kind. Since there never was any such 
Mssibility, there is little sense in the 
Rrime Minister or anybody else making 
noises which are only calculated tp 
prove Pindi’s assertion that India seek^ 
the dismemberment of Pakistan. If 
our government and our Prime Minis* 
ter are really constructive!/ interested 
in securing our own national intcrestSi 
they will not further delay in ne^ta* 
ting a working arrangement with Pindi 
for the immediate stoppage of influx 
of people from East Bengal into this 
country and for bringing about an early 
return to East Bengal of people who 
have already come over here, while 
co-eperating with any international 
effort that may be made to pressurise 
or persuade the Yahya regime to end 
military violence and repression in 
East Bengal as a prelude to the setting 
up of normal government machinery 
in that region. 


what a false prophet he had been. The 
plain fact is that Railway management 
is not and has not been for some years 
capable of grappling with the pressing 
problems of performance and producti¬ 
vity which have to be solved if our 
Railway system is to become sol¬ 
vent again. The fact that a good part 
of the operational losses oft he Railways 
is due to what appears to be a systema¬ 
tic campaign of sabotaging the network 
in eastern India only empliasiscs all the 
more the need for outstanding mana¬ 
gerial ability at the top. 

It is true enouan that in several other 
parts of the world too railway finances 
are in poor shape, but in countries such 
as the United States, this is largely be¬ 
cause of the technological superiority 
of other competitive forms of transport 
which has helped to render Railway 
operations unremunerative to some ex¬ 
tent. But this is a development from 
which the communities concjCrned bene¬ 
fit on the whole even if it be at the ex¬ 
pense of the Railways. Herein India the 
Railways owe their financial difficulties 
not so much to the factor of competition 
in our transport economy as to their 
own inefficiency in the use of men, 
materials or equipment. The result is 
that, even in the context of the govern¬ 
ment planning for economic expansion, 
the Railways have been forced to take a 
dim view both of the scope for their 
growth and the resources available for 
promoting growth. The Minister for 
Planning, big-mouthed as he is, may 
still find it hard to explain away the 


Puffing and Panting 
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Railways'* aoitouncemient that they 
would be skiing down their capihd 
lays at a time when Mr Subramaniaoi 
is proclaiming the gospel, according 
to Mrs Ihdira Oandhi, of biWW plan¬ 
ing. Meanwhile, although the Railways 
have been switching over to electric or 


BASTBRN EC&hiOMlST 

diesel locomotives, their finances seem 
OHidemned to puff and pant as they 
arc dragged through the mire of inept 
management by a smug administrative 
team led, if this is the word, by an an¬ 
cient political war-horse brought back 
from where it was put to grass. 


This article, which is by the editor of this 
Journal, b reproduced here by the couitesy 
of The Hindustan Times in which It appeared 
last week¬ 


having up its sleeves a plethora of 
plans and programmes for pulling down 
the barrins to economic expansion 
and social progress. Regrettably, how¬ 
ever, there has been little of de^s and 
performance to sustain the belief of 
thinking men in the practical ability 
of the government to live up to its 
professions. Take, for instance, the 
issue of credit planning. As the 
political glamour of the act of the 
nationalisation of banks is wearing 
fast, the government is finding it diffi¬ 
cult to hide even from itself its conti¬ 
nuing failure to evolve a sufficient, let 
alone dynamic, policy for gearing bank 
credit to the requirements of more 
rapid economic development. 

Thus the Finance Mimster, Mr Y. B. 
Chavan, was only betraying his own 
sense of frustration when he recently 
chided the custodians of nationalised 
banks—as though they were just a lot 
of errant schoolboys—^that the 
government would punish them if they 
did not mend their manners. The 
alleged lapses of the custodians were 
that riiey were in default in imple¬ 
menting the government's intention 
that the “priority sectors”, as they have 
been described, should be provided 
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with liberal bank credit. It is rather 
strange that the Finance Minister 
and his advisers in his Ministry or 
elsewhere should be thus inclined 
to over-simplify the issue which is the 
basic one of organising in a non- 
inflationaiy manner the supply of 
capital on a considerably larger scale 
than is available now. It is even more 
ctrange that the Finance Minister should 
be so obviously reluctant to enter into 
a fruitful dialogue on this issue with 
such responsible analysts of the credit 
situation as the Chairman of the State 
Bank of India who recently stated with 
commendable courage and candour 
that the government and the govern¬ 
ment alone could assume the responsi¬ 
bility for the scheme of national credit 
planning which would give clear direc¬ 
tions to individual banks to allocate 
their resources in a manner conforming 
to the priorities the government might 
seek to impose on the banking system. 

As it is, the banks are neither able 
to satisfy the government that the 
priorty sectors are being adequately 
serviced nor abide by the instructiom 
also given by the government that the 
legitimate needs of organised industry 
and trade Ibr maintaing full production 
and its proper distribution should be 
satisfactorily met. The position is not 
made any better by the fact that the 
Reserve Bank's own practices in regu¬ 
lating the volume of bank credit or its 
distribution have been very much the 
creature of the prevailing confusion in 
high places. Indeed, so chaotic is the 
credit situation that, even with the 
ending of the busy season and the 
comfortable conditions stated to be 
prevailing in the money market, essen¬ 
tial industrial and trade needs for bank 
money are continuing to feel the pinch 
of scarce credit. That the banking 
system should be so obviously unable 
to take advanta^ of the seasonal 
improvements in its liquidity speaks 
volumes for the bureaucratic bungling 
that has so substantially damaged or 


• Radicalism Without Relevance 

The ruling party has been imple¬ 
menting its ten-point programme and 
other declarations of faith with a 
m imilaiM monotony whidi is indeed 
most frii^ifening. In the process Ae 
central government has been losing 
fast not only its sense of proportion 
but also all sense of direction. In Ae 
context of our scarce resources—the 
scarcest of which is Ae time factor— 
the discipline that a scheme of priorities 
could enforce on the national efibrt 
is an asset which we can ill afford to 
trifle with. 

It is becoming more and more 
importanti Aat Ae government and 
the community should address Aem- 
.selves to first things first. Unfortu¬ 
nately the political machine to which 
both of them seem to have become 
slaves, is grinding relentlessly in a 
contrary fashion. 

On any sane reckoning of national 
needs. Parliament's time should first 
be spent, for instance, on Ae abortion 
legislation (which itself was aborted 
unseasonably when Ae Lok Sabha 
was dissolved for the mid-term general 
electioiO so that it may be processed 
to its Aial enactment wiAout further 
delay rather than on finding ways 
and means of denying the princes their 
privy purses. By Ae same token it 
would havv been far more s^ible for 
the government to have directed its 
energies towards guiding properly Ae 
policies and < operations of nationalised 
banking rather Aan acquiring control of 
Ae managemmit of companies in the 
general insurance business. 
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Under the leadership of the Prime 
Minister the central government has 
assumed responsibilities of vast 
dimensions by jjromising to take early 
steps for relieving mass poverty pri¬ 
marily by promoting opportunities for 
productive employment in agriculture, 
industry or elsewhere. It. is incon¬ 
ceivable that it can effectively pursue 
this goal if it is to act in a manner 
which would lead to the dissipation of 
national energies and resources on 
activities which are not relevant to 
the grand purpose of stimulating 
economic growth and providing social 
welfare in unison. There has no doubt 
been a wealth of brave words and even 
braver promises about the ruling party 


Giving evidence before the House Banking 
Committee on British Loan, the U.S, Secretary 
of the Treasury, admitted that the granting of 
the loan vi^ould, for the time at least, result in 
two world economic blocs—•'■Britain and Ame¬ 
rica on one side and Russia on the other. While 
expressing the hope that financial agreement 
with Britain would case “all” gnomic confli¬ 
cts, the Treasury Secretary confessed that there 
is no way by which the creation of such two 
blocs could be avoided. Anticipating probably 


such a trend in international affairs, the Ameri¬ 
can Magazine the ^Business Week* in its issue of 
March 16, writes that if the world breaks up into 
Anglo-U.S. and Soviet blocs, and if theU.N.O. 
also fails to bridge the gulf between the two, 
flic stage will be set for another war though 
•'t ipay be years away. Inimodlately, the Journa I 
goes on to point out, the'soaring discord wilt 
not fail to leave its repercussions on inter, 
national busine.ss. 
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dioorganism} the normal a^d even 
viitually automatic reflexes of credit 
inetituuons. 

Take, for example, the case of the 
cotton textile industry. In recent weeks 
tto government has been attempting 
to beguile the public with political 
manoeuvre.s intended to demonstrate 
its concern for consumers of common 
varieties of piecegoods. While the in¬ 
dustry is being compelled to undertake 
clumsy and cumbersome exercises for 
subsidising the prices of some varieties 
out of the prices of others, little atten¬ 
tion is being given to the removal of 
artificial restrictions in the way of the 
ftill and proper functioning of mills 
or the trade. Tbis is particularly true 
of the ditPcultics experienced by manu¬ 
facturers or dealers in obtaining their 
reasonable requirements of bank 
accommodation for the purchase of 
raw materials or payment of wages or 
financing of stocks and their distribu¬ 
tion. Right now, the textile industry is 
faced with a credit crisis in planning 
for the clearance of expected arrivals 
of raw cotton from abroad. 

For a government which must cer¬ 
tainly be concerned with production 
if it is at all genuinely anxious about 
employment, this is indeed a strange 
way of handling the vital mechanism 
of bank credit. But then its lapses 
here are but a part of its increasingly 
irresponsible adventurism. The Plan¬ 
ning Minister, who presumably has 
plenty to think about in trying to bring 
some order out of the mangled 
machinery of planning, has surprisingly 
been able to spare more than a thought 
or two to matters which are clearly 
less relevant to his legitimate pre¬ 
occupations. Speaking in Coimbatore 
the other day, Mr C. Subramaniam an¬ 
nounced the great tidings that it was 
only a question of time before the cen¬ 
tral government would take over most, 
if not all, of the foreign trade of the 
country, including exports. With the 
central budget only less than a couple 
of weeks away, political declarations 
of this kind, although not wholly new, 
can only be meant to create tensions 
in the public mind about the impending 
economic policies or decisions of the 
government. Quite possibly the taking 
over of the management of general 
insurance companies by an ordinance 
shortly before Parliament was due to 
meet tor the budget session is meant 
to serve notice that the government 
may be relied upon to be tough in 
prosecuting its radical purposes. 

In this atmosphere, St is extremely 
unlikely that any rational discussion 
of the budget options open to the 
government would serve any useful 
purpose. On the contrary, the air is 
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thick with speculation about how much 
more tax revenue the government 
mi^t seek or what fiscal means it 
might adopt for the purpose. Worse 
still, there is a pervasive atmosphere 
of fear and anxiety that the budget 
might announce fiscal innovations and 
imposts without even the justification 
of a revenue purpose and with poli¬ 
tical motives alone. That the govern¬ 
ment will seek to raise substantial 
amounts of additional revenue and that 
it will make a few ideolo^cal moves 
against wealth and higher incomes are 
both fairly certain. It is even more 
certain that these exercises will not be 
very relevant to the urgent national 
need for stepping up production or 
investment for larger and faster cco- 
mic growth. 

It is obvious enough that any 


Tni; hxcHAMii of a flood of US dollars 
for the West German mark in the first 
week of the current month has caused 
u commotion in the international mone¬ 
tary markets. The dollar which has 
remained a strong currency for more 
than two decades, except for a minor 
flutter in 1969, found itself weak as 
against some of the European curren¬ 
cies. particularly the West German 
mark. The currency speculators 
aggravated the monetary crisis in a 
effort to make capital out of the situa¬ 
tion but it would be wrong to blame 
them wholly for what happened in the 
monetary markets of the world. The 
underlying cause of the crisis was the. 
persistent deficits in the payments posi¬ 
tion of theUSA for many years coupled 
with mounting surpluses in the balance 
of payments of the Federal Republic 
of Germany. In the last analysis, it 
was a case of too many dollars chasing 
loo few D-marks which threatened the 
parity sanctified by the International 
Monetary Fund (IMF) between the 
two currencies. 

The Government of the Federal Re¬ 
public of Germany has sought a way 
out of this situation by "floating” the 
mark, which, it may be recalled, had 
been revalued upward in 1969. This 
arrangement, if continued indefi¬ 
nitely, will no doubt be inconsistent 
with the concept of Brelton Woods 
which had ordained fixed exchange 
rates with the approval of the IMF. 
However, one salutary effect of this 
decision has been that the free market 
price of the German mark appreciated 
by 35 to 4 per cent only iti rela¬ 
tion to the dollar while the experts 
were of the view that the mark would 
have to be revalued upwards by at least 
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additional resources that tfai; govun- 
meat may sedc to raise » for. the 
ostensiUe purpose of development will 
really be absorbed by what is euphemis¬ 
tically called non-Flan expenditure. 
It is impressively symptomatic of the 
psychology of the government in these 
matters that a minister from Tamil 
Nadu, who recently came to Delhi to 
ask money from the centre (or slum 
clearance programme in Madras, could 
also talk at the same time of a multi- 
crore skyscraper project, the tallest 
in Asia, complete with a revolving 
tower, for the capital of his state. 
Given the extra burden of sustaining 
the displaced population from East 
Bengal, the centre's forthcoming fiscal 
and other budgetary exercises can 
hardly have much real meaning for or 
relevance to any long-term strategy 
for the expansion of the economy. 


five per cent. In fact, two of the other 
European currencies, the Swiss franc 
and the Austrian schilling, were re¬ 
valued upwards by seven per cent and 
5.05 per cent respectively. Following 
the example of the West German mark, 
the guilder (currency of the Netherlands) 
was also officially “floated.” 

As stated earlier, the root cause of the 
malaise was the deteriorating balance 
of payments status of the USA. In 
the nine-month period ending in Sep¬ 
tember last year, the negative balance 
on the liquidity basis including allocat¬ 
ions of special drawing rights was $3,311 
million as against the adverse balance 
of $ 7,012 million in the same period in 
1969. The cumulative total of the ad¬ 
verse balances was $42,000 million 
against reserves of $14,000 million. 
What needs to be stressed is that on 
the basis of trade, i.c. the balance of 
goods and services, the USA has never 
had a deficit for the past many years. 
In fact, its exports exceeded imports by 
$ 2,957 million in the first three quar¬ 
ters of 1970 (see Table I). It is 
the civil and military commitments of 


DEVI PRASAD SHARMA PASSES 
AWAY 

Eastern Economist notes with regret 
the death of Mr Devi Prasad Sharma on 
May 21 after a brief illness. He was 70. 

Mr Sharma was printer and publisher 
of this journal for many years till he 
retired from service in 1960. 


The Dollar Game 



the US govemaentt^hic^ luive conti* 
nued td stihio itt balanee of 
IMynients |K>sitioa. Far from lednciog 
exi>enditiiie on its political coounit* 
meats alvoad for meedflg the present 
threat to its ciictency, the US goyern- 
ment has sohght to increase its exports 
and thus reduce the gap in the balance 
of payments. The Vietnam war has no 
doubt strained US resources but to say 
that after Us withdrawal from the south* 
eastern war theatre, the balance of pay¬ 
ments position of the USA would cease 
to be in the red. is a mistake. Its in¬ 
volvement in other parts of the globe 
is not of a mean order and hence the 
outflow of dollars for military and other 
strategic purposes would continue un¬ 
abated. 

It would be erroneous to state that 
the US government is unconcerned 
atout the pressure currently being 
exerted on the dollar by other curren¬ 
cies. The truth is that the US govern¬ 
ment has been fully aware of the gather¬ 
ing storm in the international monetary 
markets and it has taken some correc¬ 
tive measures. The imposition of the 
interest equalisation tax to discourage 
borrowing by developed countries on 
the well-organized US capital market, 
the bank lending controls to limit lend¬ 
ing activities of American banks abroad 
and the foreign direct investment pro¬ 
gramme which limits the financing from 
US sources of American direct invest¬ 
ment abroad, especially in developed 
countries, are some of the steps which 
were taken in recent years. True that 
all these moves have not reduced the 
outflow of dollars but currently the US 
government is under pressure to issue 
“a special gold-guaranteed bond” which 
would provide security against any 
future fluctuation in the price of gold 
in terms of dollars. This suggestion 
has however not found favour with the 
government because the dollar is at 
present a gold-guaranteed holding and 
there does not seem to be any necessity, 
in its view, of evolving a super-currency. 

It is estimated that as against the 
current US gold holdings worth 
S 10,000 million, the European central 
banks hold as many as 30,000 million 
US dollars. It follows that only one 
out of three dollars held by the Euro¬ 
pean central banks can be guaranteed 
against gold by the USA. It is feared 
that so long as the gold cover of dollar 
holdings of European central banks 
remains inadequate, the onslaughts on 
the dollar are expected to recur periodi¬ 
cally. However, it is not necessary that 
the gold reserves of the US should be 
precisely equal to the dollar holding 
of the central banks in Europe as all 
tbe Eurodollars are not speculative. 
As soon at the current excitement di¬ 
minishes and the interest-sensitive and 


: ; * 924a 

Table! 

U.E. I$4T1»NA110NAI TRANSACTIONS 


(Minions of dollars, seasonally adjusted) 



1969 

January-September 

1969^ 1970 Oiange 

1969-70 

Balance of goods and services 

1,949 

1,299 

2,957 

1,658 

Balance on liquidity basis including 
allocations of SDRs 

—7,012 

—7,432 

—3,311 

4,121 


Table II 

CHANGES IN CENTRAL BANK DISCOUNT RATES 

JULY 1970.irEBRUARY 1971 

(in per cent) 

Country and date of change 

Previous 

rate 

New 

rate 

Change 

Total 

change 

United States 

November 13, 1970 

6.00 

5.75 

-t).25 


December 4, 1970 

5.75 

5.50 

—0.25 


January 8, 1971 

5.50 

5.25 

-0.25 


January 22, 1971 

5.25 

5.00 

—0.25 


February 19, 1971 

5,00 

4.75 

-0.25 

—1.25 

Japan 

October 28, 1970 

6.25 

6.00 

—0.25 


January 20, 1971 

6.00 

5.75 

-0.25 

50 

West Germany 

July 16, 1970 

7.50 

7.00 

-0.50 


November 18, 1970 

7.00 

6.50 

—0.50 


December 3, 1970 

6.50 

6.00 

-0.50 

—1.50 

France 

August 27, 1970 

8.00 

7.50 

—0.50 


October 20,1970 

7.50 

7.00 

• 0.50 


January 8, 1971 

7.00 

6.50 

—0.50 

—1.50 

Italy 

January 11,1971 

5.50 

5.00 

—0.50 

•—0.50 

Belgium 

October 22, 1970 

7.50 

7.00 

—0.50 


December 10,1970 

7.00 

6.50 

-0.50 

->1.00 


Source: Monthly Economic Letter, Firsi|Nationa1 City Bank, March 1971. 




924}) 

speculative dollars return the USA, 
it will be found that a sizeable amount 
of dollars — about $7,000 mill^ -»■ 
'are proposed to be retained by German 
companies alone for investment pur¬ 
poses. In other words, nearly one- 
fourth of the dollars held by central 
banks are needed in West Germany 
for developmental purposes. 

Another important factor which has 
played a large part in the present mone¬ 
tary crisis IS the sharp cut in central 
bank discount rates in the USA from 
6.00 per cent in November last year 
to 4.75 per cent in February this year. 
A natural consequence of this policy 
has been the flight of intcrest-!>ensitive 
short-term funds from the US markets 
to the Eurodollar market. Large 
amounts of Eurodollars found their 
way to the central banks of West Ger¬ 
many, the UK, France, Italy and Japan. 
The decline in interest rates in the USA 
was needed to administer a shot in the 
arm to the American economy which 
was in the grip of'‘recessionary lethar¬ 
gy”. Thus, a measure which looked 
necessary for stimulating the domestic 
operations of the US economy caused 
an upheaval in its external transactions. 
It may be stated here that though 
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other industrially, advanced countries 
also cut their interest rates, even then 
their rates were higher then that of the 
USA (see Table II). The value of dol¬ 
lars seeking the benefit of higher inte¬ 
rest rates in Europe is not known in 
precise terms but unofficial estimates put 
them at $ 60,000 million. This is in¬ 
deed a stupendous sum of money— 
enough to throw out of gear the mone¬ 
tary operations of even the prosperous 
European countries. 

A word needs to be added about the 
balance of payments position of the 
Federal Republic of Germany which 
has the unique distinction of having 
surpluses both on trade and payments 
accounts. The balance of trade of West 
Germany has remained surplus in each 
one of the years since 1952. The 
largest surplus at DM 18,374 million 
was recorded in 1968. In 1970, it was 
slightly lower at DM 13,681 million. 
The balance of all transactions in 
1970 was as high as DM 21,912 
million in favour of the Federal 
Republic out of which more than 
half was due to receipts from other 
countries of short-term capital (see 
Table III). U was this massive inflow 
of capital (which increased in thccurrent 
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year) that made it iinpossiMe idr 
Government of the Federal‘Republic 
of Germany to maintain thp purity of 
the mark with the dollar. 

What will be the impact of the pre-^ 
sent currency crisis on our economy t 
What is obvious is that imports from 
some of the countries such as West 
Germany, the Netherlands, Austria 
and Switzerland would beepme more 
costly. It fdlows that our exports to 
the.se countries could be increased be¬ 
cause in terms of the new parities of the 
currencies of these countries, our goods 
would be cheaper. What needs to be 
watched with great interest is if the USA 
would, under the present compelling 
situation, cut its uid to the developing 
countries inducing ours. There is no 
evidence to this effect so far; in fact 
the spokesmen of the US government 
have stated that international commit¬ 
ments of the US would not be altered, 
come what may. The US Ambassador- 
at-Large, Mr David M.Kennedy, is 
reported to have said recently: “We 
consider it appropriate .that a country 
as wealthy as the United States should 
maintain net outward financial flows 
at least for aid to developing 
countries”. 


Table lit 

WKST <;kRMAN\- ; BAL.AMCE <)E 1‘AYMKNT.S 


(Millions of DM) 


Current and Capilal Accounts Balance Balance BaJance Allocn- Net 

- .— - — of of of all (ion of move- 


Crurrcni Account Capital Account recordctl unclassi- iransac- SDRs ment of 

- - - (capital export) transae- lions and gold and 

Balance of goods and services Jiulanoe ---- tion^ irans- compen- foreign 


IVritKi 

lOlill 

Total 

Balance 
of trade 

St; r vices 

of 

trans¬ 

fer 

pay- 
inenis 
(expen- 
diiu re) 

Overall 

balanee 

tjf 

capital 

trans¬ 

action 

Long 

term 

capital 

Short¬ 

term 

capital 


actions 


batory 

amount 

required 

bv 

Bundes¬ 

bank 

exchange 

1955 

+ 2,2().<i 

+ 3,0.V) 

+ 1,745 

+ 1,7‘)4 

.—834 

—450 

—381 

69 

+ 1.755 

+96 

+ L85] 


+1,851 

P)h0 

+ 4,511 

r7,98l 

!-5,223 

+2,758 

3.470 

■>’1,782 

- 171 

M.V5.1 

+ 6,7.93 

+ 1,726 

+8.019 

-- 

+8.019 

1965 

—6.76(1 

-346 

1 1,203 

—K549 

—6,420 

+ 2,362 

+957 

-1-1,405 

-4,404 

+3.121 

—1,283 

— 

--1,283 

1066 

+46 

f 6,370 

-1-7,958 

—1,588 

-6,324 

f 881 

—762 

+ 1,643 

+927 

+ 1,025 

+ 1,952 

— 

+1,M2 

1967 

+9,445 

+ 15,S79 

! 16,862 

—983 

—6,434 

-10,021 

3,203 

- 6.818 

.»...576 

+436 

—140 

.... 

—140 

596« 

10,861 

18,176 

f 18,372 

— 196 

7.315 

7,347 

--11,52,3 

-! 4,176 

+ 3,514 

+ 3,495 

+ 7,009 

— 

+7,009 

1969 

+rs?i« 

M 4.617 

-i-15,584 

--967 

8,399 

— 18,799 

—22,860 

+4,061 

—12,581 

+ 2,319 

-^10,262 

—4,099' 

—14,361 

1970 

+ ?,777 


115,681 

--3.449 

9,455 

+ 9,439 

—4.514 

+ 13,953 

+ 12,216 

+9,696 

+ 21,912 

--738 

+22,650 


Source ; Monthly Report of the Deutsche Bunde.shank, March 1971. 
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Uii»o Houseless Population 

J- B< KANSAL 


In the literature on the stnig^e for 
shelter in urban areas the ctNi^tion 
rates and dilapidation of housing; in¬ 
ventory have occupied a predominant 
position. The critical facts and forces 
leading to the emergence of a distinct 
class of houseless pwsons have not 
attracted due and serious attention of 
administrators, statesmen, town plan¬ 
ners and economists. The problems 
created by this houseless ^oup in 
urban areas are peculiar in their own 
way. The urban houseless persons are 
distinct as they, in contrast to other 
urban groups, have almost no stake in 
the life and property of the city. What¬ 
ever happens to the city in organic or 
compositional form is of little concern 
to them. 

The urban and metropolitan growth, 
the streams and counterstreams of popu¬ 
lation migration, the rate of growth of 
population and housing supply have 
created typical problems in developing 
countries like India. Most of the cities 
in India were not ready for the growth 
they experienced in recent years and 
very few arc prepared for the even 
greater population expansion that will 
occur over the next several decades. 
Without systematic plans for their de¬ 
velopment, these cities will continue to 
suffer haphazard growth. 


inctease in this kind of employ¬ 
ment, more and more pavements, 
road margins and oth«r valuable public 
and private lands are occupied and 
squatted upon. 

The 1961 Census of India for the 
first time unfolded 4i$tinct statistics 
about houseless population; prior to 
this, houseless persons were combined 
with institutional population. It de¬ 
fined houseless popi^tion as those per¬ 
sons '^o have no fixed place of resi- 
dence'and no regular house to live in. 
Enumeration of this segment of the 
total city population presented its own 
problems. In each state, special 
arrangements were made to enumerate 
the houseless population. For example, 
in Maharashtra ea$di enumerator was 
asked to make a note of places within 
his block where houseless persons were 
likely to be found; to visit those places 
on the night of February 28, 1961, and 
to count all such persons. In cities like 
Bombay, in addition to enumerators 


gojhg on tixe,j^scribed visits within 
thtir blocks. tUlMUce collected beggars 
and other hpi||i| 8:9 pM'sons found on 
the sea shore aaiffi parks, gardens and 
other open spaces. 

Though all 'tib necessai^ precautions 
were taken, yet under-enumeration to 
a considerable extent could not be ruled 
out. To quote from Delhi Census: 

“Incidentally the Bombay Anti- 
Begga» Act was applied to Delhi 
with effect from Ist March 1961, the 
very night on which enumeration of 
houseless population was held. When 
the enumerators along with the police 
appeared to enumerate houseless per¬ 
sons consisting mostly of beggars, 
the latter fearing that the police had 
come to round them up ran away and 
hid themselves at places where they 
could not be located. This very pro¬ 
bably led to greater under-enumera¬ 
tion than what might be normally 
expected”*. 

Butin spite of alleged under-enumera¬ 
tion, the houseless population in the 
country is quite significant with sharp 
inter-state difierences. To get a factual 
snap-shot of houseless popiUation in 
various states of the country, a detailed 
analysis of the census listed houseless 
persons becomes necessary. The follow- 


Table 1 

STATEWISE mSTKlBUnON OF HOUSELESS POPULATION 

Houseless Population 


Ha^zard Growth 

Houseless peculation in cities and 
towns is the outcome of this haphazard 
growth. Pfof. Charles Abrams* calls 
a houseless person “a street sleeper” 
who is a' mobile squatter without a 
house. If the climate and the authori¬ 
ties are clement, the .street sleeper 
continues bedding down in the streets 
until he finds a better cover and the 
means to pay for it. According to an 
estimate ofthe UN, in Asia, Africa and 
Latin America, half the population 
either has no shelter at all or lives under 
unsafe and overcrowded housing condi¬ 
tions.* The 1961 Census figures show 
that 0.8 per emt of total population of 
million-plus Indian cities is homeless. 

It was pointed out in a seminar* that 
most of the houseless depend on some 
kind of irte^ar gmnful employment. 
In metropolitan cities they comprise 
mostly casual labotuxrs, domestic ser¬ 
vants, hawkers and bewars. The casual 
Ihbour is mainly emi^ed by commer¬ 
cial firms and enterprises. W^th the 


State 

Total 

Urban 

Rural 

1. Andhra 
Pradesh 

248,101 

(100.0) 

35.717 

(14.4) 

212,384 

(85.6) 

2. Assam 

12,894 

(100.0) 

878 

(6.8) 

12,016 

(93.2) 

3. Bihar 

30,777 

(100.0) 

6,363 

(20.7) 

24,414 

(79.3) 

4. Gujarat 

124,036 

(100.0) 

17,368 

(14 0) 

106,668 

(86.0) 

5. Jammu Sc 
Kashmir 

27,733 

(100.0) 

2,759 

(9.9) 

24,974 

(90.1) 

6. Kerala 

20,807 

(100.0) 

12,027 

(57.8) 

8,780 

(42.2) 

7. Madhya 
Pradesh 

125,094 

(100.0) 

22,934 

(18.3) 

102,160 

(81.7) 

8. Madras 

60,352 

(100.0) 

33,424 

(55.4) 

26,928 

(44.6) 

9. Mahara¬ 
shtra 

294,960 

(100 0) 

91,110 

(30 9) 

203,850 

(69.1) 

10. Mysore 

74,751 

(100.0) 

12.566 

(16.8) 

62,185 

(83.2) 

11. Orissa 

28,638 

(100.0) 

3.498 

(12 2) 

25.140 

(87.8) 

12. Punjab 

30,467 

(100.0) 

6,079 

(20 0) 

24,388 

(80 0) 

13. Rajasthan 

67,510 

(100.0) 

3,459 

(5.1) 

64,051 

(94.9) 

14. Uttar 
Pradesh 

17,710 

(100 0) 

4.890 

(.27.6) 

12,820 

(72.4) 

15. West 
Bengal 
INDIA 

69,187 

(100.0) 

32,969 

(47.7) 

36,218 

(52.3) 

1,265,213 

(100.0) 

295,549 

(23.4) 

969,664 

(76.6) 


Note: Figures in brackets are percentages. 


Source: Census of India, 1961. 
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bg paragraphs present a panoramic 
analysis of houseless persons.' 

lilteMtate Variation* of Houseless 
Population: The total niimher of J^ouse- 
less persons in India in 196l\ was 
1.265,213, of which 295,549 (23.4 per 
cent) persons were in cities and towns 
and the rest 969,664 (76.6 per cent) in 
villages (Table 1). The number of 
houseless persons varies from state to 
state. Maharashtra lops the list with 
about 2.9 lakh houseless persons, 
followed by Andhra Pradesh (2.5 
lakhs). Assam has the minimum number 
of houseless persons (12,894) and slight¬ 
ly above that is Uttar Pradesh with 
17,710 houseless persons. Among the 
15 slates of India, two, viz, Kerala and 
Madras, have more houseless persons 
in urban than in rural areas (57.8 per 
cent and 55.4 per cent, respectively). 
West Bengal has more than 47 per cent 
of total houseless persons in its urban 
areas. Rajasthan has only five per cent 
of its houseless population in urban 
areas. 


An Urban Problem 

Table II gives slate-wise proportion 
of houseless population among total 
population for urban and rural areas 
separately. While for India as a whole 
288 persons out of every one lakh popu¬ 
lation arc houseless, in urban India 
374 persons out of every one lakh are 
houseless. In rural India thi^ figure is 
269 only. From this it can be safely 
concluded that houseiessness is apheno- 
menon more common in cities and 
towns than in villages. Within urban 
India, Maharashtra has the highest pro¬ 
portion of houseless population (816 
per one lakh), followed by Andhra 
Pradesh (569 per one lakh). 1 he lowest 
proportions of houseless persons in 
urban areas arc found in Assam (96 per 
one lakh) and Uttar Pradesh (52 per 
one lakh). As regards rural areas, 
Jammu Sl Kashmir has the highest pro¬ 
portion of houseless population (842 
per one lakh). Uttar Pradesh (20 per 
one lakh) again has the lowest propor¬ 
tion. 

Table III shows state-wise percentage 
dist'-ibution of urban houseless popula¬ 
tion. Among total urban houseless per¬ 
sons, about 31 per cent arc in Maha- 
ra.shtra alone. Next to Maharashtra 
come Andhra Pradesh (12.1 per cent), 
Madras (11.3 per cent) and Wc.st Ben¬ 
gal (11.2 per cent). The smallest pro¬ 
portions of urban houseless persons 
are found in Jammu Sc, Kashmir (0.9 
per cent) and Assam (0.3 per cent). 
If we look at the male houseless popu¬ 
lation, one-third of the male house¬ 
less live in Maharashtra's cities and 
towns. West Bengal ranks second with 
11.9 per cent urban houseless popula- 
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tiaii. Tbe smallest proportion is 
again in Assam (0.4 per cent). Among 
females,23.5per centof the total house¬ 
less live in Maharashtra, 16.3 per cent 
in Andhra Pradesh and 13.9 per cent in 
Madras. The smallest proportions in 
the case of females also are found in 
Jammu & Kashmir (0.5 per cent) and 
Assam (0.1 per cent). 

The city complex presents a queer 
phenomenon as regards the sex composi¬ 
tion of houseless population. One would 
normally assume it to be a typically 
male phenomenon. It is surprising 
that female percentage of total house¬ 
less population is quite significant. 
This conclusion would usher us into 
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another twilight" dimension of house¬ 
less population. It presents a 4^eer ad* 
mixture of culture, moral, hygienic gnd 
social conditionants. The predomi* 
nant section of female houseless popu¬ 
lation unveils the harshness of living 
conditions in the city and the explosive 
nature of the total problem. An anas 
lysis of sex composition of urban house¬ 
less population lead us to the conclu¬ 
sion that something is seriously wrong 
with the response mechanism of the 
city agencies. This is a wider proUem 
with housing as only one of the aspects. 
The female composition of houseless 
papulation has sharp inter-state diffe¬ 
rences. More than one-fourth of the 
urban houseless persons arc women. 


Table II 

PROPORTION OF HOUSELESS POPULATION AMONG TOTAL 

POPULATION 


Houseless population as per one 
lal^ population 


State 


Total 

Urban 

Rural 

1 . Andhra Pradesh 


689 

569 

715 

2 . Assam 


109 

96 

110 

3. Bihar 


66 

163 

57 

4. Oujarat 


mi 

327 

696 

5. Jammu Sc Kashmir 


779 

465 

S42 

6 . Kerala 


123 

471 

61 

7. Madhya Pradesh 


386 

496 

368 

8 . Madras 


179 

372 

109 

9. Maharashtra 


746 

816 

718 

10. Mysore 


317 

239 

339 

11. Orissa 


163 

315 

153 

12. Punjab 


150 

149 

ISO 

13. Rajasthan 


335 

105 

380 

14. Uttar Pradcvsh 


24 

52 

20 

15. West Bengal 


198 

386 

137 

INDIA 


288 

374 

269 

Source: Computed from the Census of India, 1961. 


Table III 

PER CENT DISTRIBUTION OF URBAN HOUSELEwSS POPULATION 


State 

Persons 

Males 

Females 

1, Andhra Pradesh 

12.1 

10.7 

16.3 

2. Assam 

0.3 

0.4 

0.1 

3. Bihar 

2.2 

2.0 

2.7 

4. Oujarat 

5.9 

5.5 

6.9 

5. Jammu Sc Kashmir 

0.9 

l.O 

0.6 

6 . Kerala 

4.1 

4.7 

2.2 

7. Madhya Pradesh 

7.8 

7.0 

10.0 

8 . Madras 

11.3 

10.4 

13.9 

9. Maharashtra 

30.8 

33.3 

23.5 

10. Mysore 

4.3 

4.0 

4.9 

11 . Orissa 

1.2 

l.l 

1.3 

12. Punjab 

2.1 

1.7 

3.1 

13. Rajasthan 

1.2 

l.O 

1.7 

14, Uttar Pradesh 

1.7 

1.6 

1.8 

15. West Bengal 

11.2 

11.9 

8.9 

INDIA 

100.0 

lOO.O 

100.0 


Sourqe: Computed from the Census of India, 1961. 
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Get your production of better quality paper, 

B )oard and allied items faster with 
timely use of dinash endless 
Is, supplied promptly enough to 
inate lay-offs. 

r-made to suit your individual 
s, dinesh felts, moreover impart 
a distinctly superior finish to your 
foducts with their better dimensio- 
I stability, excellent absorption and 
nage properties. Their longer service 
' ■ jf' life and trouble-free run minimise your 
Jm down-time further and improve 
your productivity. 

dinesh felts are also backed by valuable 
V technical advice, prompt and efficient 
W after-sales service. 

'dinesh endless felts make the quality felt. 




B. Daitaram-DM~98 -4 



f For full particulars contact: 

SHRI DINESH MILLS LTD.. 

(FELT DIVISION), 

Padra Road, Baroda-5. 
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(Tsbte IV). In fliwe «teteSi, vi*., Biin- 
jsb» lUjiixt^n and Aedbta Ihttdesh, 
womea coiuaitute mote tnain om^thir a 
of the ur'han honseless populanon 
(38.3, 37.3 and 34.3 per Cent, respec¬ 
tively). In the State of Assam, women’s 
proportion among the urban houseless 
population is the lowest (5.6 per cent). 


An attempt was also made to measure 
the concentration of urban houseless' 
pt^ulation. Table V gives the concentra¬ 
tion index of urban houseless popula¬ 
tion in different states. The index of 
concentration is calculated by dividing 
the state’s share in urban hotiseless 
population by state’s share in urban 
population. An index of 1.0, therefore, 
means that the state has propOTtiona- 
tely the same concentration of urban 
houseless population relative to the na¬ 
tion as it has of total urban population. 
That means the houseless population 
is more concentrated in the states where 
the value ofthe index is more than one. 
In six out of 15 states concentration 
index is more than one. These are the 
states of Maharashtra (2.184).^OTra 
Pradesh (1.532). Madhya Pradesh 
( 1 . 322 ), JCerala (1.281), Jammu & 
Kashmir (1 • 125) and West Bengal 

(1.037). The urban houseless popula¬ 
tion is least concentrated in Assam 
and Uttar Pradesh (0.250 and 0.142, 
respectively). 


U 


In this part an attempt has been made 
to explain the ihter-stote variations in 
the proportions of urban houseless 
population among urban population. 
It would be interesting to identify this 
shelterless class of urban population 
and to know why is it that some states 
show more concentration of urban 
houseless popidation than other states. 
Can one say that the concentration or 
deconcentration of urbin houseless 
population is related to various factors 
like mig ration, urbanisation, conges¬ 
tion, per capita income and economic 
base ofthe cities? The following pwa- 
grj^ihs are an attempt in this direction. 

The phenomenon of urban houseless¬ 
ness may be called a by-product of 
urban landlessness and housing famine 
caused by migration from rural to urban, 
areas. It has been found that a majority 
of those who sleep on pavements and 
under the staircases in cities arc immi¬ 
grants.* The.industrial expansion un¬ 
der the five-year Plans has encouraged a 
great migration , of rural labourers to 
the city. People are migrating to urban 
areas much faster than the emerging 
indnstries can abosrb them. Prof. 
Stokes* has found inverse relationship 
between the rate of absorption and the 
rate shim formation. Immigrants are 
genentOy ^ived fran that class of 
peojAe which has no cajHtal means to 
secure housing accomrhodation by it¬ 


self. Most ofthem ate semi-literate add 
of,rural origin. Tlteir standards of 
saniiatioa are low and their poverty 
forces them to overtuo^ any place 
they ate able to occupy. Hence larger 
{MC^rtion of houseless parsons among 
urban population may IM due to higher 
porportion of immigrants among total 
urban population. The correlation 
coefficient between the two comes out 
to be plus 0.170. 

To what extent a state is urbanized 
depends mainly on the magnitude of 
migration from rural to urban areas. 
It has been found that crowded cities 
attract more migrants than the less 
crowded ones.’ The greater degree of 
urbanization may imply greater pull 


rtU* ihigrants, but not necessarily equal 
rate of abstnption. Therefore, it can 
be expected that the degree of urbaniza¬ 
tion of a state has a direct and positive 
relationship with urban houselessness. 
The value of correlation coefficient bet¬ 
ween the proportion of city population 
among total population and the pro¬ 
portion of urban houseless population 
among urban population is plus 0.580. 
This supports the hypothesis that the 
higher the degree of urbanization the 
higher the proportion of houseless 
persons in cities. ' 

Houselessness also depends upon the 
availability of bouses. Congestion in 
urban areas may be called an index of 
housing shortage. The states where 


Table IV 

SEX COMPOSITION OF URBAN HOUSELESS POPULATION 


Slate 

Percent houseless population 

Persons Males Females 

1 . Andhra Pradesh 

100 0 

65.7 

34.3 

2 . Assam 

100.0 

94.4 

5.6 

3. Bihar 

100 0 

68.1 

31.9 

4. Gujarat 

100 0 

70.3 

29.7 

5. Jammu & Kashmir 

100.0 

83.1 

16.9 

6 . Kerala 

100.0 

85.9 

14.1 

7, Madhya Pradesh 

100.0 

67.3 

32.7 

$. Madras 

100.0 

68.7 

31.3 

9. Maharashtra 

100.0 

80.6 

19.4 

10. Mysore 

100.0 

70.4 

29.6 

11. Orissa 

100.0 

72.2 

27.8 

12 . ^njab 

100.0 

61.7 

38.3 

13. Rajasthan 

100.0 

62.7 

37.3 

14. Uttar Pradesh 

100.0 

72.4 

27.6 

IS. West Bengal 

100.0 

79.7 

20.3 

INDIA 

100.0 

74.5 

25.5 

Source : 

Computed from the Census of India, 1961. 
Table V 

CONCENTRATION INDEX OF URBAN HOUSELESS 

POPULATION 

State i 

Share of State Share of State Concentration 
in Urban in Total Index 

Houseless Urban 

Population Population 
(%) (%) 

1. Andhra Pradesh 

12.1 

7.9 

1.532 

2. Assam 

0.3 

1.2 

0.250 

3. Bihar 

2.2 

5 0 

0.440 

4. Gujarat 

5.9 

6.7 

0.881 

5. Jammu & Kashmir 

0.9 

0.8 

1.125 

6 . Kerala 

4.1 

3.2 

1.281 

7. Madhya Pradesh 

7.8 

5.9 

1.322 

8 . Madras 

11.3 

11.4 

0.991 

9. Maharashtra 

30.8 

14.1 

2.184 

10. Mysore 

4.3 

6.7 

0.642 

11 . Orissa 

1.2 

1.4 

0.857 

12. Punjab 

2.1 

5.2 

0.404 

13. Rajasthan 

1.2 

4.2 

0.286 

14. Uttar Pradesh 

1,7 

12.0 

0,142 

15. West Bengal 

11.2 

10.8 

1.037 

INDIA 

100.0 100.0 

1.000 


Source: Computed from the Census of India, 1961. 
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the degree of congestion is higher will 

face more housing shortage, with the 
result of more houseless persons^ Taking 
**nmuber of persons per room”, as an 
index of congestion, it may be suggested 
that the states with higher number of 
persons per room would have hij^er 
prc^rtion of houseless persons in its 
urban areas. This view is supported by a 
positive coefficient of correlation (plus 

A roof over one’s head is, of course, 
a necessity. But for an average Indian 
it is an expensive necessity. To own a 
hou.se or to pay the rent for it depends 
largely upon one’s income. If the in¬ 
come of an individual is not enough to 
own a house or even to pay the rent, he 
has to live without a roof over his head. 
Therefore,-it can be hypotherised that 
the states with lower per capita income 
would have higher proportion of house¬ 
less persons. A negative value of 
coefficient of correlation (minus 0.208) 
between urban per capita income and 
proportion of urban houseless popula¬ 
tion lends support to our hypothesis. 

It has been pointed out by Prof. 
Charles Abrams® that industrialization 
is responsible for housing shortage to a 
great extent. A-cording to Prof. Ab¬ 
rams. the anomaly is that the less indu¬ 
strialized the country, the less apt it is to 
have a housing problem. The moment 
it begins to develop industrially, 
its housing problem burgeons. Rural 
urban migration is an international 
phenomenon and is experienced more 
wherever and whenever manufacturing 
industry has assumed or is assuming a 
major role in a nation’s economy.® 
It may, therefore, be suggested that 
houselessncss in urban areas may depend 
on theproportion of i ncome from manu¬ 
facturing sector among all sectors. The 
correlation coellicicnt between the two 
is plus 0.301. 

Broad Conclusions 

The weak correlations between mig¬ 
rants and urban houseless population, 
urban per capita income and urban 
houseless population and income from 
manufacturing sector and urban home¬ 
less population seem to be surprising. 
One might think of two possible rea¬ 
sons fbr the low values of correlation 
coefficient. First, one can say that there 
may be some lacunae in the census defi¬ 
nition of houseless persons. But there 
seems to be no logical objection in the 
census definition because the census 
concept of houseless persons covers all 
such categories. Secondly, one can 
very well argue that at the stage of enu¬ 
meration, there must have been large- 
scale under-enumeration. For instance, 
in the whole of urban West Bengal, 
only 32,969 persons were reported as 
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houseless, wiiereas |]t is commonly 
accepted that there aire at least two to 
three million houseless ^posons in Cal¬ 
cutta alone. In the same way, there are 
reported to be only 91,110 houseless 
persons in urban Maharashtra tilrhich 
IS very much less than the figure sup¬ 
posed for Bombay alone. It seems plau¬ 
sible that at the stage of enumeration, 
there was large-scale under-reporting 
and hence the weak c<»reiation results 
in the above study. It is hoped that the 
census authorities were careful and 
^vised foolproof methods of enumerat¬ 
ing this unfortunate class of urban and, 
rural citizens in the 1971 Censm. 
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An Ideological Gimmick 

R. V. MURTHY 


Although practically everyone ex¬ 
pected that general insurance would be 
nationalised sooner or later, few thought 
it would happen almost overnight as it 
were, as it has turned out to be in the 
event. For, recent remarks on the 
subject of both the Prime Minister and 
the union Finance Minister had ^iven 
the public the impression ([since belied— 
not an uncommon experience, though) 
that the Government of India was 
really^ in no hurry to put this through, 
especially as there wore far more impor¬ 
tant matters demanding its urgent 
isttention. Yet the indecent hurry with 
which the authorities have chosen to 
bring about nationalisation of general 
insurance by a Presidential ordina¬ 
nce only a few days before Parliament 
assembled clearly establishes that it 
is not so much economic considerations 
that have prompted the government’s 
action as political or ideological pre¬ 
ssures. Latterly, a section of Congress 
(R)—the left-wingers—has been openly 
expressing the view that evidently even 
Mrs Indira Gandhi is not for immediate 
action along the so-called progressive 
lines of their thinking. It is presumably 
to stall all such talk and reassure this 
vociferous section, so necessary if the 
union government is effectively to deal 
with other relatively more important 
problems which are proving far tougher 
than had been envisaged earlier, as also 
with the problem of refugees from 
Bangla Desh which has assumed grave 
proportions, that the government deci¬ 
ded to take over general insurance 
business by ordinance. Mr Harisfa 
Mahindra, President of the Indian 
Merchants’ Chamber, Bombay, put 
forward this view aptly when he said, 
in the course of a press statement on the 


subject; ‘^As a part of the implementa¬ 
tion of the lO-point programme, 
government has issued an ordinance 
taking over the management of general 
insurance business as a preliminary 
step to its nationalisation. In view of 
the repeated declarations made by 
government spokesmen that the general 
insurance business was too risky and 
yielded too little for the government 
to take it over and the recent affirmation 
by the Prime Minister in April last that 
nationalisation was not considered to 
be an objective by itself, it is ffifficult 
to appreciate the raison d*€tre of this 
step. The action seems to be inspired 
largely by political considerations rather 
than sound economic grounds^ (Ital. 
mine) 

Mr Babubhai M. Chinai, MP, also 
described the government’s decision 
as '*an ideological gimmick which has 
its own place in programmes of political 
parties”. And he added ; ‘‘Con.sidered 
from any point of view, this appears 
to be an act of nationalisation for 
the sake of nationalisation”. 

The government's decision to take 
over the management of all the general 
insurance companies immediately baa 
been welcomed, as is only to be expected, 
by both the Congress parties, both the 
communist parties and labour leaders, 
as well as trade unions of general 
insurance workers. But it has been 
justified too, rather fantastically, in 
certain sections of the daily press. 
Taking advantage of the recent room, 
it has been argued, for example, that 
some general insurance companies have 
shaxply stepped up their dividends 
and issued bonus shares on a generous 





933 


scale, iastdid of retaimag Ihe d^oflts 
for productive investtneat true, the 
growth Of butiness oyer the past two 

S irs Jud' been unusually impressive, 
t let it, not be forgotten that as 
much as one^quarter thereof is 
accounted for by general insurance 
companies owned or controlled by the 
government itself. 

Moreover, since 1968, the Con¬ 
troller of Insurance has been vest¬ 
ed with sweeping powers to control 
every aspect of general insurance 
business, including investment. As a 
matter of fact, under the 1968 scheme, 
there is already an obligation on the 
part or general insurers to invest 75 
per cent of assets in approved securities, 
and it is reported that these companies 
offer^ at one time to invest even up to 
100 per cent provided there was no 
nationalisation of their business. 
Accordingly, investments in government 
securities by general insurance com¬ 
panies have increased vastly. As for 
other investments, say in companies 
in which managements of these general 
insurance companies are interested, all 
allegations apparently seem to ignore 
the existence of provisions in the latest 
Insurance (Amendment) Act regarding 
statutory deposits and investments. 

Facile Talk 

Be that as it may, what is relevant 
today is not the merits or demerits of 
nationalisation of general insurance as 
such. It is almost a fait accompli 
and the public has to reconcile itself 
to it. But what must worry everybody 
is the facile talk about the so>called 
manoeuvrability that the government 
would get, as a result of the 
take-over of general insurance, to 
change the assets structure of general 
insurance companies so as to serve 
social needs and, more so, such asser¬ 
tions as the need to explore the possi¬ 
bility of introducing crop insurance 
as one of the immolate tasks of the 
government. It is still too early to 
talk of all these extremely complicated 
schemes, notwithstanding the fact that 
the union Planning Minister and the 
union Minister of State for Agriculture 
are known to be keen on introducing 
some scheme of crop insurance. All 
such talk is only like purchasing a cap 
for a baby yet to be, to translate a 
vernacular proverb literally. No one 
still knows what form the proposed new 
corporation or corporations that are 
to handle all general insurance business 
would take; nor are all the custodians 
appointed (at the time of writing). 

Apart from the time required to 
complete the required legislation, the 
proposed two-stage take-over—first 
management and second owners)^—is 
also bound to be cumbersome. This is 
despite the fact that it is to be the 


same procedure as wis adopfted whilst 
natiottsdising life insurance.. And, last, 
but not least, ^neral insurance business 
is not as simple as lilb insurance 
business, inasmuch as it involves many 
more and far minuter transactidns than 
the lattca*. General insurance covers 
have also to be given for short periods 
and at short notice and claims too have 
to be settled most expeditiously, espe¬ 
cially as large amounts may need to be 
reinsured with foreign general insurance 
companies which will not tolerate 
any bureaucratic delays or red tape 
procedures which are a common feature 
of all government bodies, what with 
the conspicuous absence of delegation 
of authority, the secret of succe.<is of 
any well-managed private sector busi¬ 
ness. 

The only redeeming feature of the 
government announcement on the 


subject is the* reported ‘'present 
thinking" of the government to have 
"four colorations competing with one 
another for business all over India" 
The need for having a number of cor¬ 
porations, instead of having only one 
unwieldy monolithic body such as the 
Lie has proved to be, doubtless stems 
from experience arising out of the 
working of (he LIC as well as the 
nationalised commercial banks. Even 
in respect of these two organizations, 
the demand for splitting the present 
set-up into separate regional corpora¬ 
tions but with freedom to operate all 
over the country has been growing, 
which is understandable. Such a 
division or decentralisation also seems 
to be called for to ensure greater ai^ 
more intimate control over workers 
than has been possible today in respect 
of workers in either the Life Insurance 
Corporation or the nationalised banks. 


Sub-Contract Exchanges: Potentialities in India 

A G- LOBO 


WiiAT IS SLib-conlracling? When did it 
start? 

In simple language, sub-contracting 
means the entrusting of certain res¬ 
ponsibilities to others who are better 
equipped to perform those functions 
satisfactorily. A deft definition describes 
it as just “divi.sion of labour based on 
the principle of fitness for purpose'". 

Abel, son of our first parents, was 
not, from biblical accounts, a particu¬ 
larly famous cook. He could serve, we 
are told, only “burnt offerings”. A lot 
dependent on his wife, he deposited 
the skinned trophies of the chase at 
her feet. Seasoning them carefully with 
selected herbs, she returned the meats, 
barbecued, to her husband in the form 
of succulent steaks and was given her 
share of it for her trouble. This may 
reasonably be assumed to be the first 
sub-contracting deal ever struck by 
. man. 

Sub-contracting in nature has been 
taking place ever since the world began. 
In fact, in our scheme of things it is 
“natural” to depend on outside assis¬ 
tance to help us with the complex job 
of living and making good. 

Before the industrial revolution came 
about in Europe, each village commu¬ 
nity, as in India, had its own specialist 
technicians and this gave rise to sur¬ 
names bearing the names of the trade 
or profession followed. Names like 
Smith, Mason, Cartwright were exam¬ 
ples. The entire village community 
knew the specialist technicians in their 
locality, as well as those in neighbouring 
towns and villages, by name. As the 
requirements of the community grew. 


so did industry and with that the neces¬ 
sity to prepare lists of specialists. With 
industrial growth, this concept has now 
grown to enormous proportions and 
the ever-growing lists arc compiled into 
voluminous directories of trade and 
industry. We use directories to supple¬ 
ment our limited knowledge of firms 
specialising in one or other line of in¬ 
dustry. Specialisation thus gives the de¬ 
sired “fitness for purpose” so essential 
in sub-contracting. 

There is far too much hit and miss in 
our efforts to find suitable sub-contrac¬ 
tors. Directories by their very nature 
are not detailed enough to convey 
much information generally; they give 
the names of the units and their add¬ 
resses. On account of publishing diffi¬ 
culties, they seldom, if ever, get up¬ 
dated. Some of the more affluent cont¬ 
ractors do try to maintain their own 
lists of sub-contractors, but these are 
limited and deficient in coverage, with 
limitations inhibited by narrow scope 
and a narrow coterie of acquaintances. 
Since it is not the full time occupation 
of a firm to prepare lists of sub-contrac¬ 
tors, the knowledge held is efften in¬ 
accurate, out of date and contains far 
too much guesswork. “Is it Kalyan or 
Kalyani?" one may ask, and: “Was 
he Mehta or Mishra?" These are a 
few typical errors the sub-contract 
exchange seeks to avoid. 

A well-organised sub-contract ex¬ 
change is a repository of industrial 
information for the purpose of advising 
a company of the manufacturing facili¬ 
ties, materials and bought-out compo¬ 
nents (catalogue and proprietary items) 
existing outside its own organisation. 
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It ^ould be conversant with all the 
above facilities existing in the operating 
area. The information logged should 
also be maintained up*to.4ate. 

The exchange should fuiiil the follow* 
ing operational requirements:— 

1. Answer enquiries received from 
user companies for (a) specific 
capacity (one or two operations or 
facilities), (b) the manufacture of a 
component, requiring groups of 
operations or facilities, and (c) 
bought-out parts (catalogue items/ 
proprietary items). 

2. Generate statistical information 

by analysis of its enquiries and 
from its knowledge of the capa¬ 
city of its operating area and its 
degree of loading, % 

3. Establish operating procedures and 
“paper work” both for clients 
and operating personnel. 

The scope of a sub-contract exchange 
ranges over the whole of engineering 
and can be extended into other fields 
as well where the requirement exists for 
outside capacity whatever its physical 
form. With the increased complexity 
of technology, the need for sub-contract¬ 
ing is oven more pronounced. No single 
company, for instance, can afford to 
install all the facilities it requires daily 
as well as those it requires occasionally. 
In fact, every company need not specia¬ 
lise in every particular operation, item 
or sub-assembly. It is no longer now 
a question of being able to do a job or 
not. In this age offierce competition the 
problem before us is to do it at economic 
prices and meet the delivery schedules. 
Sub*-contracting enables us to practise 
the best division of labour and makes 
use of the best allocation of materials 
and resources. A large company can 
most profitably apply its rfesourccs to the 
fields of organisation, research and de¬ 
velopment, marketing, etc., requiring 
large resources of capital and long-term 
planning, whilst a small company is at 
its best in specialised work requiring 
know-how in a limited number of 
skills. 

Resultant Savings 

Many savings result from sub-cont¬ 
racting. The more important of these 
are: 

(1) There is a reduction in capital 
investment. Companies may not 
purchase machinery which is 
Know to be installed in a near- 

^ by factory whose services can be 
secured easily. 

(2) The system makes for cheaper 
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prices as the lyteildist can 
the components at lesser cost 
without delay. 

(3) Flexibility also is an advantage 
of smaller units as they ^n make 
adjustments in their manufactur¬ 
ing programmes to advance de¬ 
liveries or to make part supplies. 

(4) Savings of labour are also effected 
as a firm specialising will na¬ 
turally have the skilled labour for 
the purpose and the problem of 
a larger unit having to retrench 
redundant labour during slack 
periods will not arise. 

(5) Seasonal fiuctuations and the 
holding of large inventories of 
materials are avoided if sub¬ 
contracting is resorted to. 

Sub-contracting is nowhere better 
illustrated than in the motor vehicle 
industry, the larger companies using 
their resources on designing and mar¬ 
keting and sub-contracting the manufac¬ 
ture of proprietary items, machining 
and allied facilities to smaller compe¬ 
tent industries. 

Wholesome Enterprise 

A sub-contract exchange could thrive 
best when the enterprise is wholesome 
economically, socially and politically, 
where the economic system is characte¬ 
rised by a high degree of occupational 
specialisation, organisational elabora- 
rateness and structural complexity 
coupled with a high level of industrial 
technology. Thus, the extent to which 
sub-contracting can in practice be 
tried in industrial countries depends on 
three important factors. These arc: 

(1) An efficient network of transport 
and communication. 

(2) A progressive group of indust¬ 
rial undertakings which could 
come forward to sub-contract 
work through the exchange with 
a view to making use of its ser¬ 
vices effectively. 

(3) A sizable proportion of sub-cont¬ 
ractor units competent to deliver 
quality goods to time schedule. 
It is obviously necessary that 
when sub-contracting is under¬ 
taken, it should be carried out 
ill a systematic way with the aid 
of the latest methods available 
so as to “deliver the goods’] as 
accurately and quickly as possible 
and at the same time avoid runn¬ 
ing into inconsistencies at a la¬ 
ter stage. 

Smooth relationship between cont¬ 
ractors and sub-contractors requires’ 


that healthjf ethical aonm ext«t in their 
dealings with each other. 

A snb>contractiii£ firm ma/ not tender 
or accept work if it has no infimtkMi* 
machine capacity, or teduiical t^iU^ 
to supply the stores within the stipulated 
time. Similarly, deolininjg work after 
considerable delay drives another 
company of takii^; up the work, whilst 
at the same time it throws the planning 
of the contracting firm out of gear. 

s 

On the other hand, the contracting 
unit may not invite tenders which in¬ 
volves considerable effort in quoting 
if it has no intention to use them. Also 
it is sinful to use the estimating deput- 
ment of another unit because the cont¬ 
ractors are overloaded or unable to 
estimate correctly. 

Reprehensible Action 

Above all, inordinate delays in pay¬ 
ment are reprehensible, besides being 
harmful to the reputation of the firm 
indulging in such practice. In effect, it 
amounts to holding the workii^ capital 
of the sub-contractor while saving one’s 
own. 

The main advantage of a sub-contract 
exchange operating in a developing 
economy, lies in the utilisation of com¬ 
petent idle capacity; it makes possible 
a multi-directional traffic of work and 
facilities and thereby generates increased 
productivity in the operating area. 

Thanks to the perspicacity of the far- 
seeing Development Commissioner 
for Small-Scale Industries, Mr K.L. 
Nanjappa, the sub-contract exchan^, 
a comparatively recent concept even in 
Europe, has now penetrated into India 
and has been operating for some months 
at two selected locations, namely Bom¬ 
bay and Madras, through the respective 
small industries service institutes serv¬ 
ing the states of Maharashtra and Tamil 
Nadu. The operation of the exchanges 
has been skilfully geared to the pro¬ 
motional aspects of the functioning of 
the Small-Scale Industries Development 
Organisation to which they belong and 
has also created an outlet in industrial 
areas hit by recessionary trends. In 
addition, by virtue of the intimate know¬ 
ledge of facilities and capacities of the 
registered undertakings, it has been 
possible to locate industrial units to 
take up items of import substitution and 
also to recommend Indian manidhc- 
tured goods to foreign importers. The 
areas in which the two existing exchanges 
operate, having the advantage of estab¬ 
lished groups of progressive industrial 
undertaking ready to take advant^ 
of facilities made available, extensive 
organised sub-contracting has been 
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possibla thirong^ thd madium of these <d'their own. Althou^ (heae axchanges 
exduin^. « will net be operating in such heavily 

yielding areas as Maharashtra and 
Already otiimr states such as Uttar Tamil Nadu, yet their establishment 
Pradedi have announced their intention should augur well for industrial 

of establishing sulncontiaot exchanges growth. 

Light EngliMfing: Performance and Prospects 

A SPECIAL CORRESPONDENT 


As IN the case of heavy industries, the 
development of light engineering in¬ 
dustries in India has been quite strik¬ 
ing. The products of this sector are 
mainly in the nature of consumer arti¬ 
cles and producer goods like watches, 
time-pieces, clocks, sewing machines, 
electric fans, burning stoves, bicycles, 
typewriters, calculating and adding 
machines, duplicators, hurricane lan¬ 
terns, razor blades, ball and roller 
bearings, bolts and nuts, storage bat¬ 
teries, radios, etc. 

Till economic planning in India 
' gained momentum, almost all these 
items were.imported. Nowin respect of 
each of these items, the indigenous 
production has recorded considerable 
^increase over a period of time. The 
production of bicycles increased from 
1.20 lakh nos. in 1951 to 15.36 lakh 
nos. in 1965 and the present produc¬ 
tion is around 20 lakh nos. The output 
of sewing machines jumped from a 
mere0.48 lakh nos. in 1951. to4.20 lakh 
nos. in 1969. 

The production of electric fans in¬ 
creased from 2.16 lakh nos. in 1951 to 
14.52 lakh nos. in 1965 and further in¬ 
creased to 15.48 lakh nos. in 1969. 
From a mere 0.84 lakh nos. in 1951, 
the production of radio receivers in¬ 
creased to 17.40 lakh nos. in 1969. In 
1969, the output of storage batteries 
was 11.52 lakh nos., against 7.44 lakhs 
nos. in 1965. 

Indian Contrilmtion 

India produces over 10 per cent of the 
world’s total output of razor blades: 
From 24 millions in 1951, India’s pro¬ 
duction of razor blades increased to 
948 millions in 1965 but declined to 828 
millions in 1969. Competition from 
foreign blades which came into India 
by way of smuggling explains the fall 
in production. With toe increased tempo 
in the industrial and commercial activi¬ 
ties, the indigenous production of type¬ 
writers has recorded increase and 
India's present production of type¬ 
writers is of the order of 5,000 pieces 
per annum. The country is now plann- 
I ng to produce electrical typewriters too. 
The plant for this is being set up with 
American collaboration and is expected 
to go into commercial production by 
the end of next year. 

A number of units both in the orga¬ 
nised and small-scale sectors, are pro¬ 


ducing wood/machine screws, bolts 
and nuts, including high tensile bolts 
and nuts, and wire nail$; production of 
these has been recording increase year 
to year. The output of bearings in 1969 
was 128 lakh nos. against 82 lakh 
nos. in 1965. India however produces 
only about 350 types of bearings .out 
of the estimated 3,000 types and sizes 
of beari|igs in the world. 

There has been a marked increase in 
the output of adding and calculating 
machines, while items like aUto leaf 
springs, industrial chains, hurricane 
lanterns, etc., which had sutTered some 
setback during the recession period, 
have improved their output during the 
last two years. 

Sigaificant Progress 

The progress of automobile ancillary 
industry during the last 15 years has 
been quite significant. There is today a 
well-established ancillary industry with 
about 150 productive units. The deve¬ 
lopment of the automobile industry 
has aided the growth of this ancillvy 
industry. The automobile incillary in- 
dutry in India now produces items like 
cylinder liners, gaskets, valves, filters, 
clutch 'and fuel injection equipment, 
etc., the demand for which was met 
mainly through imports till recently. 
The industry’s output is worth Rs 117 
crores per annum. 

A number of items produced by the 
light engineering industries is being 
exported to almost all parts of the world 
and certain items like sewing machines, 
bicycles and bicycle parts are good 
foreign exchange earners. The Indian 
bicycle industry has made a successful 
debut in the export market. Indian ex¬ 
ports of bicycles and parts have in¬ 
creased from Rs 10 lakhs in 1960-61 
to Rs 470 lakhs in 1969-70. The princi¬ 
pal item among bicycle parts exported is 
chain. 

The exports of sewing machines, 
though they have been .fluctuating, have 
recorded considerable increase. Agaiast 
Rs 31.35 lakhs worth ex|mrts in 1965-66, 
exports of sewing machines in 1968-69 
aggregated to Rs 54.29 lakhs. Although 
the export value of razor blades in 
1969 at Rs 17.5 lakhs was far below the 
value of Rs 30 lakhs in 1965, the 1969 
exports were the highest for the three- 
year period to that year. The auto¬ 
mobile ancillary industry is also a fo¬ 


reign exchange earner and its exports 
arc of the order of Rs 4 crores at pre¬ 
sent. 

India has been able to improve the ex¬ 
port performance of her data process¬ 
ing machines -- these exports in 1969- 
70 were worth Rs 197 lakhs, against 
Rs 141 lakhs in 1%8«69. The export 
value of electric fans and parts in 1969- 
70 was Rs 213 laidis, a^inst Rs 187 
lakhs in 1968-69. India earned Rs 177 
lakhs in 1969-70 through the exports of 
batteries (dry and storage), against Rs 
201 lakhs in 1968-69. 

In order to encourage the develop¬ 
ment of the light engineering industries, 
the production of several items like 
auto-leaf springs, ball and roller 
bearings, bicycles, bolts and nuts, 
wood/machine screws, steel balls, 
agricultural machinery and implements, 
etc., is being given priority. This enables 
these industries to receive liberal im¬ 
port licences for raw materials, spares, 
components, etc. Further, some of the 
industries like typewriters, clocks, 
watches, time-pieces, safety razor 
blades, metal containers etc., are being 
given some specialised treatment as 
“selected non-priority’’ industries so 
that their full import requirements are 
met. 

With a view to avoiding excess 
licensing of capacity, many items in 
the light engineering industries had been 
placed on the “Rejection List’’ for 
licensing new capacity. The manufac¬ 
ture of certain machine screws foxcept 
for socket head and special types), 
bolts and nuts (expect hi^ tensile anid 
other special type), hurricane lanterns, 
hand numbering machines etc., is not 
permitted by the organised sector; 
It is reserved only for the small-scale 
sector, 

Self-SaffJdeacy Achieved 

By and large, mo.st of the industries in 
the light engineering sector have been 
developed to the extent of being sell^ 
sufficient and imports of such items are 
either banned or restricted. In respect 
of ceriain items the output of which is 
less than the domestic demand, expan¬ 
sion of the existing capacities is per¬ 
mitted on merit. 

Frequent shortages of raw materials 
such as steel sheets, wires, rim strips, 
alloy sheet bars, spring .steel flats, how¬ 
ever. are hampering the progress of 
light engineering industries. In fact, 
the supply position of certain raw 
materials like free cutting steel bars, 
spring steel strip.s, nickel, etc. has been 
too tight in recent years with the 
re.iuU that there has been significant 
under-utilisation of capacity. While cer¬ 
tain industries arc able to procure raw 
materials indigenously, industries like 
ball bearings, razor blades, data pr6- 
cessing machines, etc., have to rely on 
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inqiorted taw materials and cotnpo* 
nents on a substantial degree.; 

Since the light engineering industries 
can play an important role in boosting 
exports, measures to develop twm, and 
also to increase their output need to be 
taken energetically. Though indigenous 
production of certain items manufac¬ 
tured by the light engineering industries 
has been increasing, because of unsatis¬ 
fied demand, we are still importing cer¬ 
tain items at a considerable foreign ex¬ 
change cost. The case of ball-bearing is 
an example. 
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It is also relevant to state that cer¬ 
tain industries in this sector are yet 
to be expanded suflteiently. Take the 
case of the wrist watch indos^. ^ 
far only two firms ~ HMT in the 
public sector and the Indo-French Times 
Industries in the private sector — have 
been set up. The present indigenous 
production of wrist watches is only a 
little over five lakh pieces per annum, 
againt the estimated annual demand of 
40 lakh pieces. 

The razor blade industry should 
concentrate more on quality 
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than on multiplyii^ l^anlls ' «dkiiQit 
give less satisfaction to«the tson- 
sumers. 

Thus, while timre has been a sizable 
overall growth of the light engineering 
industries in India, certain branches ate 
yet to be developed. Since many of 
the light engineering industries ate con¬ 
centrated in the snmll and m^uinnh 
scale sectors, developing these indust¬ 
ries would help the nation to achieve 
one of its major aims of assigning a vital 
role to these sectors in the industrialisa¬ 
tion of the country. 
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mmxfiN ON THE WbRM> 

The Core of Inflation 

“What, wo must aim at ia not growth plus the highest possible 
degree of etabiiltyi but stability with the highest possible degree of 
growth", —Franz Heinrich Ulrich, Chief Executive, Deutsche Bank, 
West Germany. 


JOSSLEYN 

LONDON. 

I 

AUSTRAUA'S TURN NOW 

In the Iasi few years the rate of infla¬ 
tion in many of the western democracies 
has accelerated sharply. Rapid increas¬ 
es in wage costs and prices, and the 
failure of o£kial policies to curb these 
increases, have given rise to despon¬ 
dency and even alarm. 

Australia, which for some time was 
able to point without complacence to its 
relatively slow rate of inflation, now 
faces a similar situation. The consumer 
price index for the December quarter, 
which does not include the six ixr cent 
national wage increase, revealed a rate 
of increase in prices of nearly eight per 
cent a year. This, combined with the 
prospect of continued rapid inflation 
during 1971, has spread a feeling 
through the community almost akin to 
fear- 

It should be noted that the six per 
cent wage increase followed hard on the 
substantial increases in various state 
and Commonwealth awards. Two out¬ 
standing examples are engineers and 
executive officers of the Postmaster 
Oeneral’s Department and the Mel¬ 
bourne and , Metropolitan Board of 
Works, who have received total increas¬ 
es of around 21 per cent. The Minister 
for Labour and National Service, Mr 
B. M. Snedden, then predicted that 
average earnings in Australia would 
rise by 10 per cent in 1971. As national 
productivity can be expected to increase 
at the ntost by three per cent, this would 
suggest a price rise of seven to eight 
per cent in the current year. 

There is widespread agreement that 
strong action to curb inflation is re¬ 
quired, but no clear or confident con¬ 
sensus on what this action should comr 
prise. 

To have any chance of being effective 
a policy to check inflation must start 
by recognising one central, inescapable 
fact, common to all the free economies 
of the world' as the 197Q decade gets 
under way. This is the insistent urge 
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of practically everyone to achieve ycar- 
by-year improvements in their living 
standards—politicians, doctors, teach¬ 
ers, public servants, no less than the 
great mass of wage and salary earners. 
This has been well described as the revo¬ 
lution rising expectations. Moreover, 
rightly or wrongly, probably wrong¬ 
ly, people eguatc their living standards 
with their disposable incomes (incomes 
after tax) that is, with what they have 
to spend on their personal needs. 
TAey do not include in this assessment 
the quality of the community facilities 
in schools, roads, hospitals and the rest 
available to them, although they are 
quick to complain when these are 
seriously deficient. 

n 

ALL IN THE SAME BOAT 

In the past few years, denuinds for 
improved living standards (ignoring 
welfare benefits) have greatly intensified 
through the western economies. In 
Britain and the United States, wage 
agreements in key industries are pro¬ 
viding increases ranging from 10 to IS 
percent. Precisely the same is happen¬ 
ing in West Germany and other Euro¬ 
pean countries. These increases are, of 
coiu-se, many times in excess of the 
yearly gains in national productivity 
and are pushing up prices at a threaten¬ 
ing rate. 

Australia has now caught the conta¬ 
gion and the rate of increase in average 
earnings is accelerating sharply. What 
can be done about it? 

In Australia, the revolution 6f rising 
expectations is colliding head-on with 
the national goals of rapid population 
increase and development. In this con¬ 
flict is to be found the root cause of the 
Australian inflation. The massive scale 
of the immigration programme means 
that an unusually high proportion of 
resources must be devoted to capital 
expenditures of a kind which make no 
immediate or early contributions to the 
improvement of living standards. Re¬ 
sources used for Capita] purples mean 
a reduction of itsources available for 


consumption and, in fact, the rate of 
increase in consumption ntpenditure in 
Australia has, for many years, been the 
lowest of any of the advanced western 
economies. The Australian people are 
now showing impatience with the slow 
advance in their living standards. 

The capital expenditures of govern¬ 
ments. at all levels, are by far the most, 
inflationary, not only because the bene¬ 
fits are usually long delayed, but be¬ 
came they are of a kind which the peo¬ 
ple do not associate with an improvement 
in their personal living standards. Prac¬ 
tically ail these expenditures are financ¬ 
ed by heavier taxes and municipal rates, 
and by higher charges by public instru¬ 
mentalities, such as the Postmaster 
General’s Department and those con¬ 
cerned with gas, electricity, water and 
transport. These taxes and charges are, 
in fact, the means by which resources 
are diverted away from the satisfaction 
of consumption demands {See Section 
V following). But higher taxes merely 
serve to inflame the ever-present, smo¬ 
uldering demand for higher incomes. 
(This is especially true since the advent 
of pay-as-you-earn taxation). 

In this situation, the options of the 
economic managers are limited. Since 
the war, the use of the fiscal weapon to 
curb inflation has invariably been asso¬ 
ciated with an increase in taxes. The 
use of the other prong of the fiscal 
weapon, the reduction of government 
spending—because of the rate of popu¬ 
lation growth and the consequent need 
for the expansion of community facili¬ 
ties—has hitherto been regraded as 
impracticable. 


HI 

WORDS OR DEEDS? 

Mr J. O. Gorton’s TV address to 
the nation on January 29 seemed a 
remarkable change of approach and 
gave rise to hopes that government was 
at last about to devise a strategy to deal 
with inflation, which would strike at the 
underlying causes. The address suggest¬ 
ed that higher taxes and interest rates 
were, for the time being at any rate, to 
be discarded from the armoury of 
counter-inflationary measures. The em¬ 
phasis was to be on the reduction of 
capital spending, and particularly capi¬ 
tal spending of governments. 

Mr Gorton’s speech also indicated 
that vigorous action against restrictive 
trade practices and a more discriminat¬ 
ing use of tarilTs were to be part of the 
policy. Both these measures are sensi¬ 
ble, but neither should be taken too 
seriously as a counter to inflation. 
Britain and the United States, which 
have had trade practices legislation for 
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many years, are also stifl'eriim from 
rapid inflation. 

The policy thus stated hefd^out the 
best ijrospect yet, not perhaps of stop¬ 
ping inflation altogether, and certainly 
not tomorrow morning, but of render¬ 
ing it more manageable. A,t the same 
time it amounted to an extraordinary 
confession of error, because only a 
few months previously the Australian 
Federal Government had brought down 
a budget providing for record increases 
in government spending, under pres¬ 
sure from state governments endeavour¬ 
ing to c^e with a huge intake of immi¬ 
grants. The budget had also embraced 
largely futile, indeed harmful, increases 
in company and indirect taxation. 

After the bold and admirable expres¬ 
sion of intentions in his TV address of 
January 29, Mr Gorton’s statement to 
Parliament, only a little more than two 
Weeks later, came as a shock to thought¬ 
ful and responsible people. The com¬ 
munity was expecting at least the out¬ 
line of a rounded, long-range plan to 
grapple with inflation; all that they got 
was the brusque announcement of cuts 
in Commonwealth spending (running 
at over #8J)00 million a year) amount¬ 
ing to J75 million over the remainder 
of 1970-71. This would have been 
applauded had it been placed in the 
setting of a long-term programme to 
reduce spending by governments at all 
levels and to cut back the proportionate 
claims of the public sector on total 
national resources. Even with the cuts 
so far announced, the rate of Common¬ 
wealth spending in 1970-71 will expand 
by 11.4 per cent—slightly more than 
that predicted in the budget estimates 
and far above any possible increase in 
the gross national product. As it is, 
people have been left wondering if 
resolution has, for some reason, weak¬ 
ened since January 29. 

No Change Expected 

The appointment of Mr W. Mc¬ 
Mahon as Prime Minister, following a 
Liberal Party vote of no-confidence in 
the then Prime Minister, Mr Gorton, 
is not expected to change at once the 
policies of the coalition government. 

ITie Prime Minister, addressing the 
Associated Chambers of Manufactur¬ 
ers of Australia in Canberra on April 
21 said the government did not want 
to strangle the economy in the process 
of trying to find a cure for inflation. It 
wanted to try gradually to bring infla¬ 
tion under control, at the same time 
l^rmitting expansion at a rate of 
about Si per cent a year. There could 
be no lessening of the activities of busi¬ 
nessmen to keep costs down. The 
government and manufacturers need¬ 
ed to be active before the Arbitration 
Commission to keep wages within rea¬ 
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sonable limits. Mr McMahon said it 
was obvious that on discounted gross 
national product figures th«re was an 
inbuilt rate of inflatuha of at least 
five per cent. This couM be conquered 
if high productivity were achieved. He 
compared wage rises in Japan and 
Australia in recent years. The Japanese 
wage increases were about 10 per cent 
a year. This was higher than in Austra¬ 
lia, but because the Japanese had a 
piodactivity increase in excess of 11 
per cent they were abte to absorb the 
wage rises and in international com¬ 
pany were able to better than compete 
with other countries in the world. 
Australia was not in that position be¬ 
cause its primary industries could not 
have productivity increases of that kind. 
Mr McMahon said he hoped govern¬ 
ment and manufacturing industries, 
together with mining and other indus¬ 
tries could co-operate towards greater 
productivity, and thus permit Australia 
to grow at a rate of gross national 
production in real terms of Si per cent. 
Then he would not be so worried about 
inflation. 

Ironical ffcqurl 

An ironical sequel of the Common¬ 
wealth’s decision to cut public spending 
has been the announced intention of the 
Prime Minister of Victoria and South 
Australia to increase taxes and also 
charges for public services such as 
transport, gas, electricity and water. 
If this course i.s persisted in, the central 
pillar of the Commonwealth’s counter¬ 
inflationary policy—the reduction in 
government expenditure—^will be under¬ 
mined. The cost of living will be further 
raised, inciting another burst of claims 
for higher incomes all round. Unless 
state expenditures are cut substantially, 
like the famous tower of Pisa, the struc¬ 
tural lean of the economy—towards 
inflation—^will remain uncorrected. 

No one would expect overnight re¬ 
sults—in any event we will not get them 
because the prospect for the months 
ahead is for continued, and possibly 
steep, price increases—but at least the 
nation should have been left in no 
doubt about the strength of the govern¬ 
ment’s resolve to rid the economy of 
inflation. This resolve will be tested in 
the budget next August. Unless the 
budget provides for a substantially re¬ 
duced rate of government spending 
throughout the public sector, and espe¬ 
cially at state levels, inflation is likely 
to continue. The central aim of govern¬ 
ment strategy must be to alter the dis¬ 
position of resources between invest¬ 
ment and consumption (or living stan¬ 
dards) more in favour of the latter. 

IV 

WANTED SKILLED IMMIGRANTS 

An inevitable corollary of this course 
is a reduction m the huge immigrant 
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intake to reasonable propoHioitil Tke 
reduction must be mtim ifldre thih 
nominal—perhaps to somewhere about 
half the present level. Australia should 
endeavour to maintain, however, the 
flow of skilled workers which in 1969- 
70 amounted to about one^tfaird of the 
gross worker immigrant intake. 

Notwithstanding the huge outlays on 
capital works the standard of public 
facilities in every field has continued 
to fall alarmingly below that deemed 
desirable in a modem community. 
The core of the whole problmn is that 
the rate of population growth cannot 
be supported, even at minimal com¬ 
munity standards, without inflation. 

Important Proviso 

Unless the government’s fight against 
rising prices is carried to the point 
where excess pressure on resources is 
eliminated, particularly for labour, 
and also receives full co-operation of 
the community it will fail. The second 
proviso is no less important than the 
first. When living costs aro soaring, 
government gets the blame. And it is 
true that the imtional government must 
bear the major responsibility. But 
national policies, it is often forgotten, 
reflect the pressures imposed on govern¬ 
ments by the people. 

Looked at in this way, practically 
every section bears .some responsibility 
for inflation, because in urging govern¬ 
ments to spend more for their special 
benefit, or to follow policies of maxi¬ 
mum growth (inseparable from addi¬ 
tional expenditure), they act in a way 
which makes rising prices inevitable. 
Then everybody overlooks his own 
contribution to the end-result and seeks 
to cast the blame elsewhere. 

The trade unions, for instance, are 
far from guiltless. Tho.se unions which 
support extravagant wage demands, 
or use any pretext to instigate work 
stoppages or go-slow measures, add 
their quota of fuel to the inflationary 
fires. Nor are employers, entirely free 
from responsibility. There is a vein of 
truth in the view expressed in the 
National Wage Judgement that some 
employers arc overready to reach an 
accommodation with the unions, espe¬ 
cially when they are in a position to 
pass on increased costs in higher selling 
prices. State governments, self-righte- 
ously obsessed with development at 
any price, should try to understand 
the economic consequences of what 
they are doing. Moreover, they have 
a special duty to set a good example. 
No one will deny the right of a member 
of Parliament to a fair reward for his 
services, but for a state parliament to 
grant itself a 22 per cent increase in 
salaries, at a time of great delicacy and 
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tdomi^ illation, Is sutely a i«|t«itobie 
dlaragard of ^ public intarast. 


If as a oonuttttu’ty, Australia is ia 
earnest in<wishiiig tp overcome infla* 
tioit~and it is certainly in the interests 
of all to dO 'SO— then all sections of toe 
population must acoqpt toeh* share of 
toe sacrito»s required and must work 
together to conquer toe common 
enemy. Unless there is change of heart 
rifht through the community, inflation 
will persist. 


V 

im THEORY OF INFLATION 

The cause of inflation is generally 
attribute to an excess of total demand 
over total supply. This is the explana^ 
tion that usuaUy emerges from official 
and academic quarters. It follows from 
this that to stop inflation, total demand 
(or more precisely, toe rate of increase 
in demand) must be reduced to bring 
it into balance with available supplies. 

To ascribe inflation to excess demand 
is, however, in the view of the Austra¬ 
lian Institute of Public Affairs, merely 
to state a truism. What has to be 
determined are the causes of the 
excess. In this regard, there are two 
ratios within the total complex of 
demand which are significant: the ratio 
of expenditure on investment to expen¬ 
diture on consumption and the ratio 
of private sector spending in the public 
sector. In Australia, given the strong 
bias towards investment rather than 
consumption and toward public sector 
spending, particularly on capital pro¬ 
jects, these relationships are especially 
important. 

If inflation could be cured simply by 
cutting back total demand — as .the 
conventional wisdom suggests — then 
it is immaterial whether the measures 
affect mainly private demand 
or government demand or in¬ 
vestment speeding or consumption 
spending. All that would matter is 
that the total be reduced. In actual 
fact, in Australia (as in so many other 
countries) it is private dmnand that gets 
toe axe, while government spending 
proceeds unchecked. Also, the brunt 
of disinflationary measures always 
falls on consumption rather than 
investmost. 

The weakness in this approach is 
that if anti-inflationary policy impinges 
too heavily, as it invariably does, on 
private sector spending and on con¬ 
sumption spending, it gives rise to dan¬ 
gerous side-effects. Both the private sec¬ 
tor as a whole, and the people in their 
'capacity as consumers, strongly resist 
the attempt to cut down their shares 
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of the available resources. This resis¬ 
tance results in cooipetition for re¬ 
sources between consumption and in¬ 
vestment on the one hand, and between 
the private and government sectors on 
the other. Where the proportions of 
investment expenditure and of govern- 
nmnt expenditure (on goods and ser¬ 
vices) to total expenditure are already 
usually high, as they are in Australia, 
the resistance, and the resulting compe¬ 
tition for resources, is certain to be 
fierce. 

The orthodox view assumes that this 
competition for resources must remain 
latent so long as consumers and the pri¬ 
vate sector are deprived of the means 
to express their demands. This, 
it is argued, can be achieved through 
raising taxes on individuals and busi¬ 
nesses and by imposing restraints on 
their ability to borrow through the 
normal channels. But in the opinion 
of the Australian Institute of Public 
Affairs,, what this overlooks is that 
neither the consumer, nor the private 
sector, will submit to severe curtail¬ 
ment of the resources available to them 
without taking compensatory action. 

Faced with a sharp reduction in their 
current consumption standards (be¬ 
cause of higher taxes, greater difficulty 
in borrowing, and higher charges for 
what they are able to borrow) con¬ 
sumers react by demanding increased 
incomes, by cutting down savings and 
by seeking ways of borrowing outside 


the banking system. Businessmen 
resist the curtailment of the resources 
availaWe to them (and their appropria¬ 
tion by the government sector) by rais¬ 
ing prices mid Ity competing strongly 
with gQvemments for the supply of in¬ 
vestment funds. The rise in the price of 
money (the rate of interest) that 
follows is evidence of this competi¬ 
tion. Thus, attempts (which heavily 
penalise consumers and the private 
sector) to bring total demand into ba¬ 
lance with supplies are certain to lead 
to retaliation by those affected and thus 
to new inflationary pressures which 
tend to undermine the purpose of the 
whole exercise. 

To rid the economy of inflation (by 
curtailing demand) it is essential that 
the action be directed at the trouble 
spots. These arc the imbalance bet¬ 
ween consumption and investment 
expenditure and between private and 
public sector spending. The main 
burden of the measures taken must fall 
on capital expenditure, and particu¬ 
larly the capital expenditures of 
governments. 

Sources and acknowledgements: The 
foregoing summarises a special report 
in the latest issue of the quarterly re¬ 
view of the Australian Institute of Pub¬ 
lic Affairs (289 Flinders I,ane, Mel¬ 
bourne 3,000), but the Institute is res¬ 
ponsible neither for the emphasis of 
my summary nor for my comments, 
based on a variety of sources. 


West Europe on the Defensive 

E B BROOK 


VIENNA. 

The past fortnight or so in Europe 
has seen not one moment of truth 
but several such moments. The dollar 
crisis, as yet by no means resolved, is 
doing more than any other factor to 
reveal the basic hollowness of the 
claims for unity within Europe and 
threatens even to expose the principle 
as essentially frail at the very moment 
when the possibility of Britain and 
others joining the Common Market 
would advertise its validity. 

As all the world knows, but few 
admit, the Common Market and all 
other economic groups are, at heart, 
defensive institutions rather than really 
co-operative organisations. Diffe¬ 
rences of intent there must be and of 
interests. But this dollar crisis has 
shown up differences as essentia] hosti¬ 
lities. It was the creation and early 
success of the Common Market in a 
Europe still sick from the war that 
caused the creation of the European 


Free Trade Association; in a sense 
the earlier combination of Europe's 
eastern states into Comecon, the Council 
for Mutual Economic A^ssistance, had 
provided the germ of the Market idea 
and was the first formal step in breaking 
Europe economically into two and then 
three groups. 

Essentially, the Common Market 
has become a defensive group principally 
against the United States a^ only to a 
minor degree against Comecon, largely 
because Comecon is still compara¬ 
tively too weak to matter much. But 
the almost antipathetic defensiveness of 
the Market against the United States 
has been underlined heavily this month. 

The dollar crisis has been so acute 
and has produced such sudden defensive 
measures within western Europe that 
the world is no longer the same as it 
was before that crisis broke out. With¬ 
in the Common Market, the French arc 
angry with the West Germans who 
respond with irritation towards the 
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French. Almost all western Europe 
looks sourly at the United States. 
More seriously, the Frcnch^German 
rift now threatens to slow long- 
sought political and economic integra¬ 
tion within west Europe; in short, to 
decelerate achievement of die real 
purpose of the Common MarKet 

The West Germans, now firmly under 
the economic control of the experi¬ 
mental Dr Schiller, resent the french 
attitude as a continuation of post-war 
occupation sentiment and the French 
suspect the West Germans of moving 
towards the monetary and economic 
domination of Europe., Only in one 
thing—in accusing the USA of bringing 
about the crisis by 20 years of balance 
of payments dcficit.s-^arc the west 
Europeans united, to the expressed glee 
of east Europeans. Above all, Presi¬ 
dent Nixon is seen as the cause of the 
whole trouble by being guided only by 
his inlcntncs,s on re-clcction as Presi¬ 
dent next year. 

American Attitude 

The Americans do nothing to cool 
European annoyance by describing the 
crisis, which has led to alteration of the 
exchange values of three central Euro¬ 
pean currencies, as “the most unneces¬ 
sary monetary crisis that ever occurred.*' 
They annoy the West Germans parti¬ 
cularly by accusing them of lacking the 
courage to revalue the mark for a 
second time. 

The fact is, however, that west 
Europe has developed a large-size 
love-hate relationship to the US 
dollar. It is not a little distasteful to 
others as well as to Americans to see 
the west European countries, which owe 
their post-war recovery very largely 
to the US dollar bountifully bestowed 
on them at that time in the form of 
Marshall Aid, viciously attacking the 
dollar because of the long-standing 
imbalance in US payments. This 
imbalance now consists of a contrast of 
US reserve assets of 14 billion dollars 
to a total of 42 billion US liquid 
liabilities to foreigners. But what the 
Europeans really fear is not US trade 
against the background of this financial 
imbalance but the fact the US bu.sincss 
corporations, with access to both the 
Eurodollar (US dollars in Europe) 
market and the New York money 
market, have the ability to transfer so 
many dollars that national European 
money markets can be dislocated. This 
US financial facility is really the crux 
of the whole matter. 

This is the fact that has led the 
West Germans to float their mark for 
an indefinite period (target dates not¬ 
withstanding), the Swiss to revalue 
Uicir franc by seven per cent and the 
the German Socialist Party must 
maintain its precarious coalition with 
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Austrians their schi||jiig by just over 
five |»r cent. The rather ominous 
fact is that thes^ countries l^ye 
defensively revalued their currencies 
because of an over-supply of dollars or 
fear of such an over-supply rather than 
because of the fundamental strength 
of the economies that have revalued or 
allowed their currencies to float. Nei¬ 
ther Switzerland's nor Austria's balance 
of payments justify any revaluation of 
their , currencies, far Jess such wide 
revaluations as they have indulged in. 

The West Germans have a rather 
better case to present for allowing the 
mark to float--and it has floated up¬ 
wards by a little more than three per 
cent, in contrast to Austria’s 5.05 
per cent and Switzerland’s seven per 
cent revaluations. West Germans could 
have risked another quick upward 
revaluation of the mark since such a 
move would have sent the billions of 
“hot” US dollars flowing back to the 
USA and made it easier to deal with 
West Germany’s inflation problem. But 
this problem is always a particularly 
dangerous one for any German govern¬ 
ment with an electorate twice ruined 
in half a century by monstrous inflations. 
Such a revaluation would clearly, also, 
have shown Bonn as leading west Europe 
towards a realistic cohesion and thus 
challenging some of its Market 
partners. 

But the West German government 
has also a fixed policy of detente with 
east Europe, particularly with the 
Soviet Union. To sustain this policy 
the Free Democratic Party which bases 


its support on the German farmers. 
Revaluation of the mark, unless co¬ 
ordinated with currency adjustments 
by West Germany’s partnSys in the 
Common market, would hgve exposed 
the German farmers to revised pricing 
arrangements in the Common Market. 
As a resuh, Bonn compromised by 
floating the mark so that it could accuse 
others of damaging the interests of the 
farmer voters. 

With home and international political 
interests inextricably mixed up with 
monetary economics over this dollar 
crisis, it is reasonable to assume that 
the trouble is not over, even if the 
spotlight moves temporarily from it 
to the possible widening of Common 
Market membership. 

The essential point is the future 
prospect for the US and west European 
currencies which dominate three-quarters 
of world trading. One point appears 
certain : the Swiss and Austrian reva¬ 
luations will do nothing to resolve the 
currency crisis. Neither country has 
a sufficiently large commercial relation¬ 
ship with the USA to make any real 
impact on the US balance of payments. 
This impact could be achieved only if 
almost all west European states revalued 
against the dollar, but this is a step 
most unlikely to be adopted. The 
Common Market has demonstrated its 
essential disunity in facing the crisis 
and this inability to take a united 
stand suggests that unilateral national 
exchange controls may be imposed as 
a last resort. It would be a most 
retrograde step but its possibility 
cannot be ignored. 
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President Anwar. Sadat of the UAR 
reports that certain papers left by 
Nasser had been stolen nrom a safe in 
Nasser's room. These papers contained, 
according to President Sadat, the de« 
tails of the irregularities committed in 
the eljmtions held in 1968 to the Arab 
Socialist Union which is the UAR’s 
only ‘legitimate* political party. 

Here is a. warning to Mrs Indira 
Oandhi, Mr Karunanidhi and their 
like that they should take special care 
of their own file^" of election affairs. 

<K * 

The Prime Minister has at last dis¬ 
covered that a state of anarchy exists 
in labour-management relations and 
that this anarchy does or can do no good 
to the country. Her wisdom in fact has 
gone deeper than this for Mrs Oandhi 
has also i^lised that the maintenance 
of industrial peace is an issue in which 
the poor and the unemployed have a 
vital stake. It is possible that the 
chronic labour unrest in the public sec¬ 
tor of industry generally and the state 
steel plants in particular has forced this 
home-truth on her. I wonder whether 
the Prime Minister has the courage to 
let her thought processes proceed fur¬ 
ther to the point where it ought to be¬ 
come clear to her that one of the rea¬ 
sons why the country does not have the 
industrial peace it needs is that the 
government of which she is the leader 
as well as she herself have been carry¬ 
ing on a politically motivated propa¬ 
ganda against private enterprise as a 
whole and, more specifically, against 
the larger business houses. 

By assisting in the dissemination of 
an impression that private industry 
prospers by exploiting the community 
and particularly its' weaker sectionsi 
leaders of the government and other 
like-minded politicians have inspired 
and encouraged workers and their 
organisations to adopt non-cooperative 
or even hostile attitudes towards 
managements. In the process discip¬ 
line has been undermined not only 
in the case of employees in the private 
sector but also among workers in the 
public sector. The question is whether 
the Prime Minister and her fellow 
politicians are willing now at least to 
admit the folly of their ways and desist 
from speaking or acting in a manner 
which generates class-war tensions and 
antagonisms. So long as the govern¬ 
ment and its leaders, for political rea¬ 
sons of their own, pusist in proclaiming 
that private enterprise is no better than 


a necessary evil which deserves to be 
regularly castigated or needs to be conti- 
nuouslypoliced,workers or trade unions 
cannot be blamed for not co-operating 
with managements in maintaining in¬ 
dustrial peace. 

* * 

One of the most sickening features 
of contemporary journalism is the 
spectacle of editors and other well- 
heeled journalists, enjoying nearly six- 
figure incomes annually (including 
perquisites of varying degrees of legi¬ 
timacy), haranguing the nation on the 
essentiality of the practice of austerity 
by the affluent. These journalists them¬ 
selves are not by any means noted for 
their simple living, whatever may be the 
validity of their claim to high thinking. 
On the contrary, living more well than 
wisely comes easily to them if only be¬ 
cause such high-cost aids to good liv¬ 
ing as, for instance, Scotch, are often 
available to them free or at least at 
much less than their commercial price. 

I am therefore rather amused by Mr 
Sham Lai's tirade in The Times of India 
last week against “conspicuous" con¬ 
sumption by the “corrupted elite” in 
our midst. 1 confess that 1 am not com-- 
petent to comment on the validity or 
otherwise of the moral argument against 
those who choose to pamper any or all 
ofthe five senses. But I would certainly 
assert that Mr Sham Lai is treading 
on unsure ground when he inveighs 
against the growth of industries which, 
as he puts it, “cater only to the skin 
comforts of a tiny minority”. Taking 
Mr Sham Lai’s description in its auste- 
rest literal sense, I would like to ask 
him whether it would be injurious to 
economic growth or social justice were 
the manufacture, for instance, of pdyes- 
ter fibre or fabrics — which may be 
classified as ‘skin comforts’ — 
to be encouraged and if so in 
what way. I do not know whether 
Mr Sham Lai wears only hand-spun 
khadi and, even if he does, it is possible 
that he may not realise that hand-spun 
khadi is one of the naost expensive 
clothing materials and therefore, as a 
‘skin comfort,’ the luxury of a tiny 
minority. 

The belief that mass employment can 
be created or the standard of living 
of the people improved through a pat¬ 
tern of industrial development which 
rigtnrously standardises productioRand 
consumption and also restricts both 
to bare essentials, unfortunately, dies 
hard. It is always a thankless job to 


. debate with those who are not deter¬ 
red by their imperfect understanding 
of economics from moralising^ about it 
in dogmatically didactic terms. Mr 
Sham Lai thereiore need not be taken 
more seriously than to the extent &t 
being told that the economy can no 
more expand itself by restraining 
consumption than a hungry man 
could fill his belly merely by ti^tening 
his waistband. 

Before I leave Mr Sham Lai to his 
contemplation of the misdeeds of a 
“corrupted elite”, I may refer to hi? 
righteous indignation about a certain 
gentleman of Kolhapur district (this 

! |entleman, incidentally, hails it seems 
rom Sholapur district and not Kolha¬ 
pur district) who, we are told, recently 
entertained a lakh of people including 
state ministers and other dignitaries 
to a lavish feast held to celebrate the 
wedding of his son. Mr Sham Lai 
confesses to a sense of outrage at such 
an ostentatious display of wealth and 
Is greatly pained that politicians be¬ 
longing to Mrs Gandhi’s party should 
have felt no compunction in parti¬ 
cipating in the extravaganza. If Mr 
Sham I^l’s purpose in mentioning the 
fact that this gentleman is the chairman 
of several co-operatives is to raise ques¬ 
tions about the sources of his wealth 
and if Mr Sham Lai’s anguish is 
related to the thought that the presi¬ 
dentship of co-operatives could be made 
such a paying profession, I would not 
only sympathise with his sentiments 
but also share them. But 1 must part 
company with him if his grievance is 
onlyaboutthe way the gentleman from 
Sholapur district chooses to spend his 
money. 

Society has a clear interest in ensur¬ 
ing that all incomes whether high or 
low are earned through productive 
activities. Its right to pronounce how 
a man should spend his income 
after he has earned it however is valid 
only within very narrow limits. In 
any case Mr Sham Lai would be 
betraying a sad lack of a sense of pro¬ 
portion were he to suggest that even 
a million Wedding feasts on the Shola¬ 
pur scale would be capable of ruining 
the economy. Much of what is called 
ostentatious consumption is a subjee- 
tive and often arbitrarily moralistic 
estimate of what a man is entitled to do 
with his money. Mr Sham Lai, I am 
afraid, has exposed himself to the 
jibe that his name ought to he pro¬ 
nounced as it is spelt. 

V.B. 
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Trade Winds 


GOLD CONTROL ORDINANCE 

The President promulgated the Gold 
(Q>ntrol) Amendment Ordinance 1971 
amending sections 71 and 73 of the Gold 
(Control) Act, 1968, on May 20, 1971. 
Section 71 which creates liability for 
confiscation of gold in respect of which 
any provision of the Act is contravened 
was declared unconstitutional by a 
judgement of the Supreme Court in 
March this year. The court held that it 
appeared to place an unreasonable 
restriction on the right of a person to 
acquire, hold and dispose of gold arti¬ 
cles or gold ornaments. The court 
had also observed that Section 73, 
which allows the levy of a fine in lieu 
of confiscation not exceeding twice 
the value of the gold in respect of which 
confiscation is authorised, appeared 
to be unduly harsh. The ordinance pro¬ 
vides that where any gold which be¬ 
comes liable to confiscation for an 
act or omission of a person other than 
the person to whom it belongs, it shall 
not be confiscated but the actual offen- 
derwould be liable to other punishment 
provided under the gold control law. 
Provision has also been made for re¬ 
opening of cases where cimfiscation 
ordered under the invalidated Section 
7] was not in accordance with the pro¬ 
visions of that section as now amended 
and for fresh adjudication of such cases 
on an application being made by the 
person aggrieved by the initial order 
of confiscation. A period of 90 days 
has been prescribed for making such 
application for reopening of a case. 
The ordinance has also reduced the 
maximum fine in lieu of confiscation to 
an amount not exceeding the value of 
the gold confiscated. 

FOREIGN TRADE 

With the final official figures for 
March now available, exports from 
this country during 1970-71 have total¬ 
led Rs 1,530.65 crores. This represents 
an increase of 8.3 per cent, Rs 117.4 
crores over last year’s exports which 
stood at Rs 1413.2 crores. Imports 
have also simultaneously increased 
from Rs 1,582.67 crores in 1969-70 
to Rs 1,628.17 crores in 1970-71. 
India’s trade deficit has dropped to 
97.5 crores from Rs 169.5 crores in 
1^69-70. This narrowing down in the 
deficit balance is attributed to improved 
performance of several items such as 
iron ore, engineering goods, oilcakes, 
tea, sugar, coffee and spices. Figures 
of foreign trade for March, 1971 are 
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shown below, together with the com¬ 
parative figures for the correspond¬ 
ing penod of last year: 

(Value in Rs crores) 


For the month 
of March 


1971 1970 


Exports (incl. re¬ 
exports) 136.06 128.47 

Imports 139.07 140.85 

Balance of Trade —3.01 —12.38 


STEEL CAPACITY 

The Ministry of Steel expects tocreate 
a capacity of 300,000 tonnes of steel by 
the middle of 1972 through the six 
“mini” steel plants which have been 
sanctioned. Two of these will be in the 
public sector and have been sponsored 

the industrial development corpora¬ 
tions of Punjab and Kerala. Defending 
the four licences granted to parties in 
the private sector, the Minister for 
Steel, Mr Mohan Kumaramangalam, 
stated recently that this was not cont¬ 
rary to the Industrial Policy Resolution 
of 1956 as the capacity wa s only a small 
fraction of that in the public sector. He 
added that the Industrial Policy Reso¬ 
lution did not debar the big plants in 
the private sector like TISCO or IISCO 
from expanding their capacity. The. 
minister was hopeful of implementing 
the expansion plans of the public sec¬ 
tor plants. He expected the finalisation 
of the expansion plans of Bhilai to 
4.2 million tonnes by next year and the 
conunissioning of the Bokaro first 
stage of 1.7 million tonnes by 1972. 

CONFERENCE OF TRADE UNIONS 

Inaugurating the Conference of the 
Representatives of Trade Union Or¬ 
ganisations recently, the Prime Minis¬ 
ter, Mrs Indira Gandhi, stated that the 
“present state of anarchy” in industrial 
relations should be urgently eliminated. 
She added that it was legitmate for 
trade unions to champion the cause of 
their members, and it was not unpat¬ 
riotic for workers to try to secure a 
larger share in the fruits of economic 
growth. Similarly, the question of in¬ 
centives for innovative enterprise could 
not be completely brushed aside. At the 
same time, industrial relations were too 
serious and important to b; left entire¬ 
ly to employers and the employed. The 
maintenance of industrial peace was 


an issue in which the poor and the un¬ 
employed, who stood outside the 
serried ranks of organised lebpur anct 
industry, had vital stake; Indeed it 
was an issue of national survival.. 

Mr R.K. Khadilkar, Minister for La¬ 
bour and Rehabilitation, in his intro¬ 
ductory speech as chairman Of the two- 
day conference of trade union represen¬ 
tatives, appealed to the trade union 
leaders to adopt a new approach to the 
trade union movement and to give 
equal importance to increase producti¬ 
vity. 

SEMINAR ON SIUPBUILDING 

A seminar on “Indigenous Produc¬ 
tion of Equipment for Warships and 
Shipbuilding Industry in India”, being 
organised jointly by the Minis^ of 
Defence and the Ministry of Shipping 
and Transport, will now be held in 
Bombay from December 7 to 9. It was 
earlier scheduled for February 1972. 
Topics like standardisation of equip¬ 
ments and practices between the de¬ 
fence and merchant shipbuilding in¬ 
dustries, indigenous designing of ships, 
production of spares for th^ existing 
machinery with the Indian Navy and 
merchant shipping, ship husbandry, 
and problems of industrialists and 
mamuacturers will be discussed at the 
seminar. Delegates from shipbuilding 
yards, shipping companies, the concern¬ 
ed ministries and the Indian Navy, as 
also industrialists. manufacturers 
and representatives of the Indian 
Standards Institution and the Marine 
Training Institution arc expected to 
participate. 

TV INDUSTRY 

The TV industry in this country at 
present consists of five manufacturers, 
four of whom have gone into actual 
production, with the technical collabo¬ 
ration of the Central Electronics En¬ 
gineering Research Institute, Pilani. 
While some production was established 
during 1969, it is only during the year 

1970- 71 that all the four units operated, 
with three of them producing during the 
latter half of the year. Therefore, the 
actual figure does not represent the full 
annua! production capacity of the in¬ 
dustry. The total ntunber of indigenous¬ 
ly .produced TV sets is now over 12,000 
worth three crore rupees. Diving 

1971- 72 all the four units are working 
to their licensed capacity and have 
created conditions of easy availability 
of sets for the consumer.. 

The Indian Television Manufacturers 
A,ssociation recently pointed out that 
during the past year, two faettvs which 
retarded the progress of TV industry 
were: (a) imjiosition of 10 per cent exise 
duty, and (b) issuing, customs clearance 
permits for import of foreign TV sets. 
While the customs clearance permits 
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once upon a time the legend says. Lord Krishna revealed 
the universe in a mouthful of earth, 
friend of mine aboard my 747 I reveal to you today a whole, 
new world of beauty and 
of splendour where comfort Is new Joy. 
higher ceilings, wider aisles, 
gracious senriee v i 

only a palace can provide from the ^ 
plush purple under your feet 
to the devotion of your hostess, 
you are the master, for service 
Is our pride, and our 747s ere difforent 
from any in the world-^ 
beeutifuily different 





Four 747 flights a week to the 
Middle East Europe, U.K. 
and three to the U.S.A.* 
Commencing May 21,1971 
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havc». stepped: n(>w, an injurious .de» 
velMUnient ictite liberalitjr in the passen* 
hafigage 4Dfdes allowing iuqiort of 
sets wkhont penalty. The TVmanu¬ 
facturers felt that a heavy outftow of 
foreign exchai^e on^ continual basis 
would be the price the country will have 
to pay if foreign companies are licensed 
for TV production. lit line with the 
declared policies of the government to 
reserve consumer durables for small, 
medium and wholly national companies, 
TV manufacturers see no reason why 
this policy should not have applicability 
in the field of consruner electronics. 

delegation to MOSCOW 

A delegation headed by Mr K.N. 
Bamzai, Registrar of Newspapers for 
India, went recently to Moscow to con¬ 
duct negotiations for about 50,000 
metric tonnes of standard and glazed 
newsprint from other countries. The 
delegation will visit Moscow, Warsaw 
and Prague. The total requirements of 
newsprint in the country today are 
about 2,00,000 metric tonnes. Of this, 
indigenous production stands at 40,000 
metric tonnes. The balance is met by 
import. 

SUPPLY OF POWER TO HARWANS 

The union Ministry of Irrigtion and 
Power has asked the state electricity 
boards to give proper attention to the 
problem of extending the benefits of 
rural electrification to Harijans and the 
poorer sections of the conununity liv¬ 
ing in the vicinity of electrified villages. 
The question is being discussed at the 
two-day meeting of chairmen of state 
electricity boards beginning in New 
Delhi on May 27,1971. Dr K..L. Rao, 
union Minister of Irrigation and 
Power, presides. 

U.N. TEAM FOR REFUGEES 

The three-member team of the United 
Nations Hi^ Commissioner for Re¬ 
fuses, whim was here to assess the 
quantum of assitance required for the re¬ 
lief of refugees who crossed over to India 
from East Bengal, went back to Geneva. 
The Government of India submitted to 
the UN team a detailed chart of re¬ 
quirements costing Rs 200 crores for the 
maintenance and relief of the three 
million refugees. Mr Charles Mace, 
the leader of the team, which had an 
extensive tour of refugee camps in 
various states and union territories des- 
' cribed the problem faced by India as 
“monumental.” The team was expec¬ 
ted to sulmiit its report to the autho¬ 
rities soon. 

ASSISTANCE FROM NETHERLANDS 

An agreement between the union 
govemmoit and the Netherlands go- 
vemment for a loan of Rs 10.4 crores 
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for diis country’s develc^meat plans was 
sigi^ recently at the Hague by the 
Indian Ambassador and tm President 
of the Netherlands Investment Bank for 
Developing Countries. TTie loan forms 
financial contribution for toe year 1971- 
72. The loan is r^ayabie in 30 years 
with eight years’ grace period at 2.5 per 
cent interest. 

EXPORT TO NETHERLANDS 

The Netherlands government has 
takm toe initiative to establish an orga¬ 
nisation which aims at promoting im¬ 
ports from developing countries into 
the Netherlands, the EEC and western 
Europe in general in a practical way 
by: (I) furnishing as much information 
as possible about the possibilities of 
selling products of developing countries 
in the west European maricets, (2) estab- 
lishii^ contacts between buyers and 
sellers of these goods, and p) any 
other activity that might contribute to 
the growth of imports from the de¬ 
veloping countries. This new organiza¬ 
tion in the Netherlands started its 
functions on January 1, 1971. Its full 
name and address is: Omtre for toe 
Promotion of Imports from Developing 
Countries, Beursgebouw, Coolsingel 
58, Rotterdam, Netherlands. 

MATERIALS MANAGEMENT 

The Vaikunth Mehta National Insti¬ 
tute of Co-operative Management, or¬ 
ganised the first course on Materials 
Management from March 29, to April 
17, 1971. The objectives of the course 
were to equip the senior managing per¬ 
sonnel working in various types of co¬ 
operative organisation in toe scienti¬ 
fic tecniques in the field of purchasing, 
ware-housing, inventory control and 
related aspects of materials manage¬ 
ment. 

CHARTERED ACCOUNTANTS 

At a conference organised by the 
Institute of Chartered Accountants of 
India with the chairmen, managing 
directors, financial directors and- 
finance executives of important public 
sector underakings, Mr M.C. Bhandari, 
the president of the institute, emphasis¬ 
ed the need for improvement in the field 
of accountability among the public 
sector undertakings so as to increase 
efficiency. It was announced that the 
institute would set up a separate cell 
for public sector undertakings which 
would deal with individual public sector 
undktaldngs as to their requirements in 
regard to the services of chartered ac¬ 
countants, training courses for account¬ 
ing & financial matters, the t^ of edu¬ 
cation and training of future chartered 
accountants for the public sector under¬ 
takings and to deal with various other 
problems of public sector underta¬ 
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kings in which the institute could play 
apart. 

HANDLOOM EXHlSmON 

The seventeenth All-India Handloom 
Exhibition was inaugurated by Chief 
Minister of Tamil Nadu on May 2,1971. 
The exhibition has a large number of 
stalls, displaying choicest handloom 
material from all over the counb'y. 

POWER GENERATION TARGET 

Measures to achieve the fourth Plan 
targets of power generating capadty 
were considered at a two-day meeting 
of chairmen of state electricity boards 
which began in New Delhi on May 27, 
1971. The meeting was inaugurated by 
the Minister for Planning and Deputy 
Chairman, Planning Commission, Mr 

C. Subramaniam and was presided 
over by the Minister for Irrigation 
and Power, Dr K.L. Rao. The fourth 
Plan envisages the commissioning of 
9.2 million Jew of additional generating 
capacity in the country bringing up the 
total installed generating capacity from 

14.3 million kw at the beginning of the 
Plan to 23.1 million kw by the end 
of the Plan after taking into account 
retirement of old and olwolete generat¬ 
ing units to the extent of about 0.4 
million kw. 

To achieve this objective, addi¬ 
tional generating capacity of about 
1.8 million kw per year should have 
been commissioned and a uniform 
growth rate maintained. However, only 
an additional generating capacity of 1.2 
million kw was commissod during 
196$l-70 and about one million kw dur¬ 
ing 1970-71 against a target of 2 million 
kw and 1.6 million kw re.spcctively. 

The additional generating capacity 
to be commissioned during the remain¬ 
ing three years of the fourth Plan is 
about seven million kw, that is, about 

2.3 million kw of additional capacity to 
be commissioned every year. According 
to a paper prepared for the meeting, 
out of the seven million kw, generating 
equipment for nearly 4.6 million kw is 
to be supplied by indigenous manufac¬ 
turers and the balances 2-4 million 
by the foreign suppliers. 

NAMES IN THE NEWS 

Mr B.M, Ghia has been elected Presi¬ 
dent of the Jndo-Gcrman Chamber of 
Commerce for 1971-72. Apart from 
being the chairman of leading concerns 
such as Bayer India Ltd, New India 
Industries Ltd, and Indian Organic 
Chemicals Ltd, he is connected with 
various other important industrial com¬ 
panies and social organisations. Mr 

D. Laoigenfelder, Managing Direc¬ 
tor, Hoechst Pharmaceuticals Ltd, 
Bombay, waselectedthc Vice-President 
of the chamber. 
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Company Affairs 


SWADESHI POLYTEX 

The subscription list of the public 
issue of Swadeshi Polytex Ltd of Rs 
2.75 crores comprising Rs 1.65 crores 
in equity shares of Rs 10 each and Rs 
1.10 crores in 9.5 per cent cumulative 
redeemable preference shares of Rs 
100 each at par opened on May 25. 
The issue is to close on May 31 or 
earlier at the discretion of the directors 
but not before May 27, 1971. The 
entire public issue has been under* 
written. The company is setting up a 
plant at Ohaziabad near Delhi for the 
manufacture of polyester fibre. The 
capacity of the plant will be 6,100 ton¬ 
nes per annum. The estimated capital 
outlay is Rs 12.72 crores. Mr Sitaram 
Jaipuria, chairman and managing di¬ 
rector, stated recently that the process 
of West Germany was the superior 
continuous polymerisation process, 
which was able to maintain the quality 
of the product. The company will get 
technical and engineering )mow-how, 
imported plant and design drawings for 
indigenous equipment from UieWs— 
Zimmer AG of West Germany, Mr 
Jaipuria stated that the plant was ex¬ 
pected to be completed by the end of 
1972 and commercial production was 
scheduled to begin at the end of 1972 
or early 1973. He hoped that the 
company would be able to pay a maiden 
equity dividend of not less than 10 per 
cent for its financial year commencing 
from October 1,1974. Thereafter, equity 
dividends were likely to be increased 
after providing for satisfactory trans¬ 
fers to reserves. 

CHEMICALS AND FIBRES 

Ch^icals and Fibres of India Ltd 
has announced that the subscription 
list in respect of its public issue of 
267,273 equity shares of Rs 10 each at a 
premium of Rs 15 per share will open 
on July Sand close on July 17 or earlier 
birt not before July 7. Letters of olferin 
respect of shares reserved for the exist¬ 
ing shareholders are being sent. The 
company is issuing shares to the public 
in response to the government directive 
asking it to reduce the equity holding 
of ICl (UK) from 60 per cent to 55 per 
cent as a prelude to the grant of per¬ 
mission to expand its capacity from 
4,500 tonnes to 6,100 tonnes per year. 
The expansion, estimated to cost Rs 
3.74 crores, will be completed by the 
end of 1971. 

The company has maintained an 
interim equity dividend of 11 per cent 


for the current year ending on Sep¬ 
tember 30, 1971. The total dividend 
for 1969-70 was 27,5 per cent. The 
company’s working results for the half- 
year ended March 31, 1971, show a little 
setback with the pre-tax profit amount¬ 
ing to Rs 1.68 crores against Rs 1.78 
crores for the first half of 1969-70, The 
profit after tax amounts to Rs 78 lakhs 
against Rs 84 lakhs, taxation claiming 
Rs 90 lakhs. Sales have dropped to 
Rs 16.74 crores fromRs 17.34 crores 
for the corresponding period of 1969- 
70. The net sales after excise duty have 
amounted to Rs 7.07 crores against 
Rs 7.72 crores. The decline in sales 
is a sequel to interruptions in produc¬ 
tion during the first quarter, but the 
management hopes that the short-fall 
will be made up in the second half of 
the year. 

AMERICAN EXPRESS 

The Board of Directors of American 
Express Company recently announced 
its fourth common stock dividend in 
three years. Payable on A.prii 1, the 
dividend increase brought the quarterly 
rale to 35 cents per share as against 30 
cents paid over the past four quarters. 
American Express Company has paid 
dividends on its common stock for 
102 consecutive years. Mr Howard L. 
Clark, chairman and chief executive 
oflicer, announced recently that final 
results for the year 1970 showed that 
consolidated net income rose to a re¬ 
cord $85 . 2 million against $74. S million 
earned in 1969. Total consolidated 
revenues increased to $1.31 billion 
from $1.17 billion while total conso¬ 
lidated assets rose to $4.66 billion at 
year-end compared with $4.15 billion 
in 1969. 

HINDUSTAN LEVER 

Hindustan Lever Ltd has been asked 
by the government to consider invest¬ 
ing in a fertiliser project and in parti¬ 
cular to participate in a joint sector 
venture in Pupjab in partnership with 
the Punjab State Industrial Develop¬ 
ment Corporation to whom a letter 
of intent will be issued shortly. The 
feasibility study by the Mitsui Toatsu 
Chemical Company of Japan and a 
market survey by the FACT epgineering 
and development organisation revealed 
that prima facie such a project could 
be viable. The company is at present 
engaged in di.scu88ion with the PSIDC 
and the central government in this re¬ 
gard. The chairman of the company 
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stated recently that after the gestatioa 
peiiod. the project is exiiectBd to pro- 
vide a atatufactoty tetiiih on its in¬ 
vestment. Meanwiule, ftv maintaining 
the viability of the company, it is dis¬ 
cussing with the government a numb^ 
of other projects which will seek growth 
conforming to the government’s social 
and economic objectives in regard tn 
the development of backward areas. 
The company has submitted a proposal 
to build a factory in a backward area 
which is well placed in regard to supp¬ 
lies of non-traditional oils such as rice- 
bran, sal and neem. The factory will 
convert these and other oils into a 
semi-processed soap and extract a 
by-product glycerine. This semi- 
processed material will then be sent 
to a number of small units for further 
proce.ssing. 

BIHAR ALLOY STEELS 

With the issuance of the prospectus of 
of Bihar Alloy Steels Ltd, the directors 
have been advised that there would be 
some tax benefits to the shareholders 
of the company. A portion of the com¬ 
pany’s profits would be exempt from 
tax on account of allowance of develop¬ 
ment rebate at the rate of 25 per cent 
on the cost of new plant and machinery 
installed. The company will also be 
allowed a reduction from profits and 
the gains of an amount equal to eight 
per cent while computing the total in¬ 
come of the company. The company 
will also be eligible for deduction from 
its profits and gain at the rate of six 
per cent on the capital employed in 
the new industrial undertakings for 
the first five years of the company’s 
operation and if there was any deficiency 
in the profits of any year in relation 
to the amount of six per cent of the capi¬ 
tal employed then such an unabsorbed 
deficiency could be carried forward for 
succeeding years up to the eighth year 
of the start of production. Members 
of the company that arc themselves 
companies would be entitled to exemp¬ 
tion from surtax on dividends received 
by them from the company as also to 
the benefit of a deduction of 60 per cent 
(80 pw cent in the case of foreign com¬ 
panies) of the dividend received^ them 
from the company. 

ASSOCIATED BATTERY 

Associated Battery Makers (Eastern) 
Limited has made good progress in 
sales and profits during the first six ■ 
months of the current year. The demand 
for the company's products is substan¬ 
tial, including those for etmort and 
the directors foresee no difiiculty in 
obtaining necessary raw materials. 
They hope that this pattern will conti¬ 
nue for the remainder of the year. It 
is the board's intention to consider, at 
their next meeting the payment ^ an 
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interim dividend as was done last 
year. 

TATA OKMICAUS 

For the nine months ended March 
31, 1971, the value of sales (inclusive 
of excise duty) of all products of Tata 
Chemicals Ltd was Rs 859.72 lakhs 
exceeding the turnover for the corres¬ 
ponding period of the previous year by 
Rs8,21 fekhs. Among the coi^any’s 
minor products, the output of Soda 
Ash dhiring the nine months at 155,304 
tonnes was higher hy 1,911 tonnes over 
the corresponding period of last year. 

ENilELD 

Enfield India Limited has made con¬ 
siderable progress in 1970 so that sales 
for motor cycles and agro-engines were 
recorded at Rs 641.19 lakhs against 
Rs 583.50 lakhs in 1969. There was an 
increase in the cost of raw materials 
and components and increase in wages. 
The net profit, before depreciation, how¬ 
ever, increased to Rs 40.40 lakhs from 
Rs 35.69 lakhs asaresult of increased 
sales. The directors have maintained 
the equity dividend at 10 per cent. This 
has been done with a view to ploughing 
back out of current earnings a fairly 
large amount for meeting pari of heavy 
capital expenditure that will have to be 
i ncurred on the expansion schemes. The 
depreciation provision has been placed 
at Rs 20.27 lakhs while the develop¬ 
ment rebate reserve provision was Rs 
6.10 lakhs. After making adjustments 
and writing back from development 
rebate reserve a sum of Rs 69,847, Rs 
nine lakhs were transferred to general re¬ 
serve. As before there was no liability 
towards taxation this year also. The 
proposed dividend would absorb Rs 
7.30 lakhs. It was proposed to expand 
the capacity to 30,000 units of motor¬ 
cycles from the present licensed capa¬ 
city of 12,800 units annually. Arrange¬ 
ments were being made to raise the 
capacity to 16,000 units, as every pro¬ 
ducer was allowed to expand production 
additional to the extent of 25 per cent 
of the licensed capacity. 

DIGVUAY CEMENT 

The directors of Shree Digvijay Cement 
Company Ltd have proposed to raise 
equity dividend from 9 to 11 per 
cent for the year 1970. The production 
of cement has been higher at 738,000 
tonnes during the year compared to 
676,000 tonnes in 1969. The output of 
asbestos cement products was however 
29,976 tonnes against 34,537 tonnes. 
Net sales of cement amounted to Rs 
9.36 crores and of asbestos products 
Rs 2.80crores. During 1970 the com¬ 
pany exported 84,024 tonnes of cement 
which was about 20 per cent more than 
in 1969. In the current year also the 
company exported 44,447 tonnes up to 
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May 15. The working during the year 
resulted in a higher gross profit of Rs 
157.21 lakhs compared to Rs 130.22 
lakhs in 1969. After providing Rs 
56.13 lakhs for depmeiatioh, Rs 3.50 
lakhs for development rebate reserve 
and Rs 38.70 lakhs for taxation, the 
net profit was Rs 58.87 lakhs a|;ainst 
Rs 55.7! lakhs. Credit was taken for Rs 
7.14 lakhs for tax credit'certificates. 
General Reserve received Rs 41 lakhs 
and debentures redemption reserve Rs 
25 lakhs. Dividend was to be paid 
from general reserve. The set-back in 
the asbestos products division was attri¬ 
buted to the production loss caused by 
the employees’ strike for some time 
during 1970 at Ahmedabad. 

INOUN EXPLOSIVES 

Indian Explosives Ltd, in the first 
half of the current year (October 1970 
to March 19711 registered sales to the 
extent of Rs 18.61 crqres. Sales of ex¬ 
plosives and accessories have amounted 
Rs. 5.69 crores and of fertilisers 
Rs 11.92 crores. The estimated 
trading profit for the period was Rs 
3.77 crores. After providing Rs 1.20 
crores for interest it was Rs 2.57 crores. 
After transferring Rs 10 lakhs from the 
development rebate reserve, the esti¬ 
mated surplus wa.s Rs 2.67 crores. 
With the demand for explosives and 
accessories continuing to be higher 
than production, sales and income for 
the half-year have been satisfactory des¬ 
pite increasing cost of raw materials. 
The performance of the manufacturing 
plant and marketing department has 
been very satisfactory during the period. 
The board has declared an interim di-. 
vidend of 75 paise per share. Series ‘A’ 
equity shares are entitled for this divi¬ 
dend from this year. 

BYFORD 

Byford Private Limited was issued a 
letter of intent on November 12, 1970, 
for setting up a new industrial under¬ 
taking at Mohali (Near Chandigarh), 
Punjab state, for the manufacture of 
Japanese tractor “Shibaura” 37 HP, 
with a capacity of 6,000 per annum, in 
collaboration with Messrs Ishikawa- 
jima-Harima Heavy Industries Co, 
Ltd, Tokyo, Japan. 

ELCON 

Eicon Engineering Company Ltd has 
achieved satisfactory working results 
for the financial year ended December 
31, 1970. The turnover has improved 
for the year and has crossed 3.00 crores. 
The gear division also contributed to 
the overall increa.se in the turnover. 
The gross profit of the company has 
increased to Rs 31.05 lakhs from Rs 
30.10 lakhs in the previous year. The 
net prolitafterproviding Rs 14.34 lakhs 
(previous year Rs 14.50 lakhs) for 
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depreciation and Rs 1.50 lakhs (previ¬ 
ous you Rs 3.S9 MkhS) for statutcry 
development rebate reserve, was higher 
at Rs 15.21 lakhs (pievious year Rs 
12.01 lakhs). In view of the good work¬ 
ing results, the directors have stepped 
up equity dividend to 9 per cent from 
6 per cent. The tax provision has been 
enhanced to Rs 8.63 lakhs as against 
Rs 6.85 lakhs previous year. 

UNIT TRUST OF INDU 

The Unit Trust of India received 
2.570 new applications and sold against 
them units worth Rs 1.22 crores during 
the third quarter of its current account¬ 
ing year from January 1 to March 31. 
1971. The repurchase of units during 
the Same period amounted to over Rs 
89 lakhs. The corresponding figures 
for the same quarter of last year were 
Rs 2.05 crOres and Rs 43 lakhs, res¬ 
pectively. Under the Children’s Gift 
Plan which was introduced from July 
I. 1970, units of the face value of over 
the Rs 51.84 lakhs under 2,254 appli¬ 
cations were sold during three quarters 
July 1,1970, to March 31,1971. The total 
number of unit holders registered with 
the Trust as on March 31, 1971 was 
366,121, the total amount outstanding 
with the Trust being over Rs 91.06 
crores. 
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CHAIRMAN’S STATEMENT 

THE ANDHRA BANK LIMITED 

The following are extracts firom the Statement of tihe Chairman Mr. K. Gopid Rao at the 
47th Annual General Meeting of the Bank on 24tb May, 1971. 


General Economic Outlook: 

The return to power of Prime 
Minister Smt. Indira Oandhi and 
her party with a dear mandate of the 
people ensures for the country in the 
years to come a measure of political 
stability which is so vital for sustain¬ 
ed economic growth. The year under 
review has. been one of political and 
economic uncertainty. On the farm 
front, however, the country has achieved 
what appears to be a break-through 
towards self-suflitciency in food. Three 
successive good years of monsoon 
should not, however, make us forget 
that timely and adequate rainfall is 
still a very important factor which 
determines the fate of the farmers 
efforts. Rice production is not upto 
target. Our cash crops are still to catch 
up with the “green revolution” in food 
crops. This can pose a serious problem 
in the years to come, particularly in 
the matter of production of cotton 
and oil seeds. 

The growth in industrial production 
was vc/y sluggish. The increase in our 
exports at 4% fell short of the target 
figure of 7%. The prices of essential 
commoditie.s continued to rise. The 
increase in Wiiges for the organised la¬ 
bour without a corresponding increase 
in production can only be expected to 
further accentuate the wage-price spiral 
for the very large unorganised sector 
of wage earners in this country. 

The budget presented by the newly 
elected Central Government is only an 
interim one. There are, however, indi¬ 
cations in the interim budget of the need 
for “deepening and widening” the re¬ 
sources position for the Government 
to be able to implement the Plan and 
the various social welfare measures pro¬ 
posed. It is to be hoped that the new 
tax proposals will give the necessary im¬ 
petus to savings and production in all 
sectors of the economy. This alone can 
achieve stability in prices and keep in¬ 
flation in check. 

With a view to check inflationary 
pressures and to hold the price line the 
Reserve Bank of Inaia rai.sed the Bank 
Rate from 5% to 6% from January 9, 
1971. The Reserve Bank also bro^ht 
about a steep rise in the net liquidity 
ratio for commercial banks and it 
stands now at the high level of ^4%. 


Banks and Social Change: 

The Banking industry has shown re¬ 
markable resilience in adapting itself 
to the fulfilment of the new social ob¬ 
jectives set foT it after the introduction 
of social control and nationalisation of 
the 14 major banks. Considering the 
traditions, procedures and attitudes 
built over generations and inherited by 
the banking industry, the transforma¬ 
tion has been rapid. In our enthusiasm 
to help the various types of productive 
enterprises and the weaker sections of 
society the central fact that banks deal 
with the savings of the community can- 
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not be forgotten. Even when the sav¬ 
ings of the community arc lent for 
the develpomcnt of the community it is 
important that advances granted should 
be recovered promptly according to 
schedule. Then alone would the sav¬ 
ings of the community be able to serve 
the community over and over again. 

Monetary Policy and Credit to 
Priority Sectors: 

Encouraged by the liberal policy of 
busy season refinance to commercial 
banks during ihe past two years the 
banking industry stepped up the ad¬ 
vances to agriculture, small scale in¬ 
dustries and exports since the advent 
of soejal control and more particularly 
after the nationalisation of the 
14 major banks. Considerable progress 
was achieved both in the volume of 
credit extended to these sectors and in 
the number of borrowers assisted. 

With inadequate growJth of per- 
capita income and rising prices, growth 
of deposits slowed down on the one 


hand. On the other hand banks were 
required to finance, in ddition to the 
traditional sectors, the priority sectors 
where, even to estimate the extent of 
finances required and therefore to do 
any systematic credit-planning was 
difficult. The inevitable result was a 
sizeable increase of conunercial bank 
borrowings from the Reserve Bank, 
some of it at high penal rates. Banks 
have during this busy season expe¬ 
rienced acute tightness of funds which 
has resulted in inter-bank call rate 
rising to the record level of I3i %. The 
situation has started coming back to 
normal with the call rate quoting 6%. 

Deposit Mobilisation: 

The Reserve Bank of India rightly 
wants that commercial V^nks should 
rely increasingly on deposit mobilisation 
by themselves to finance the various 
sectors, including the priority sectors 
and not rely on the refinance facilities 
made available. Commercial banks 
have opened a large number of branches 
in 1970 with the intention of taking 
b'^nking into remote rur-l areas and 
mop up savings therefrom. This, to¬ 
gether with the numerous schemes for 
deposit mobilisation introduced by 
banks, have succeeded in tapping some 
new sources of deposits. By now it is 
clear that in most rural areas the branch 
of a bank has to grant advances first 
before it can expect deposits to flow in. 
The opening of a large number of rural 
branches must, therefore, mean diver¬ 
sion of some credit from urban to rural 
areas. 

Although agricultural production in 
Coastal Andhra is very substantial, 
paradoxically enough, the per capita de¬ 
posit in this area is very low when com¬ 
pared to similar areas in the country. 
From available information it would 
appear that most rural savings are used 
for private lending at extremely aitrac¬ 
tive rates of interest ranging upto 25 
to 30% without attracting the c^e of 
the tax collectors and do not, therefore, 
find their Way into banks. There is thus 
a very large unorganised money market 
in the rural areas which does not lend it¬ 
self to normal planning and discipline. 
This perhaps is an important explana** 
tion for the slow growth of deposits in 
rural areas. Even so, there are indica¬ 
tions that in areas where banks have 
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opened braoche; the inAuence pf the 
local ittOneV leoder has deoliaedto 
some extent.* 

. It may be quite $ome time before the 
total credit needs bf the rtual abeas can 
even be mapped and Very mnidi longer 
before a sizeable portion of these needs 
are met by the banldng jector, when 
alone the ruial savings may be funnel* 
led into it.. 

Armdi Expansion: 

With the social objective of spreading 
banking habit to rural and semi-urban 
areas, all banks in the country, and the 
Andhra Bank along with them, took up 
branch expansion as a challenge. Bet¬ 
ween June 30,1968 and today, the num¬ 
ber of branches of our Bank has almost 
doubled. Out of the 223 branches nearly 
200 are located in Andhra Pradesh it¬ 
self. The strong bias in favour of rural 
and semi-urban areas for opening 
branches will be evident from the fact 
that out of a total of 223 branches, as 
many as 159 are situated in rural and 
semi-urban areas and at 68 of them we 
are the only*Bank functioning. 

An Imiovatioii: 

An important innovation in the Bank 
last year is the starting for the first 
time in the country, of the system of 
cluster or satellite or nuirket branches 
in Andhra Pradesh. Banking facilities 
are as essential to the ru^ fdk as 
postal services, electric supply, roads, 
transport, etc. But banks could not up- 
till now reach the innermost corners of 
the country because the present set-up 
of the banking structure, the State and 
Central labour legislation, awards, etc., 
make such rural offices anything but 
viable. And uneconomic branches can¬ 
not be long maintained. The innova¬ 
tion of Cl”ster branches introduced in 
this Bank for the hrst time and now 
being followed by others may be the 
answer. 

Restricted banking service which is 
sufficient for the villagers’ needs is pro- 
vi^d to the vill^e during two days in 
a week for a limited number of hours. 
On the other four working days in 
the week the villagers can deal with 
the parent office situated in the 
market town a few miles away. In 
this manner the same stall' can 
serve a group of 8 or 9 villages. 
If experience shows that the banking 
potential in a particular village justifies 
the opening of a regular full time office 
the duster branch m that village is up¬ 
graded, and it functions there through¬ 
out the week. In its place another vil¬ 
lage is added to the cluster. In this way 
the Bank can go on expanding and ex¬ 
tending its services to a nuitiber of vil¬ 
lages; With a few necessary ac^ust- 
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nuints this system bids fair to revoitt-r 
tionise badking in India. 

It should be possible for niral banks 
to provide seasonal and part-time em¬ 
ployment to local educated youth and 
thereby help solve to some extent the 
problem of uncmployinent and the 

S uestion of viability of rural branches, 
i^ith rural branches booming viable, 
there will be an incentive to open more 
and jnorc of them. Oovernment can 
take the initiative and make this possi¬ 
ble. 

The youth of the country must be 
trained in the banking habit. With 
this purpose in view, we are opening 
branches in educational institutions. 
Such branches have been already 
opened at Bhimavaram^ Kakinada, 
Warangal, Machilipatnam and Guntur 
and in the viciniiy of Sri Ven- 
kateswara University, Tirupati. The 
Bank has instituted medals for the 
best students and merit scholarships, 
besides providing a book-bank in one 
of the Universities. 

Andhras love pilgrimages. The Bank 
has opened branches at Tirumala, 
oppt>site to the temple of Lord Venkates- 
wara, at Dwaraka Tirumala, Simha- 
chalam, Srisailam and Bhadrachalam. A 
branch will be opened at Sri Kalahasti 
also shortly. I am happy to say that our 
cutomers have appreciated the service 
which these branches are rendering. 

Role of Small Banks . 

The Prime Minister very recently 
has observed that banks in the private 
sector have a role to play as long as a 
private sector exists. Private banks are 
already working in accordance with the 
principles of social control and almost 
on the lines of the nationalised banks. In 
particular regional banks like ours have 
a useful role to play. 1 strongly feel and 
urge that no discrimination be made 
against non-nationalised banks. 

Bank's Working: 

The Bank’s working during the year 
continued to be satisfactory. Our de¬ 
posits, advances and profits have shown 
an overall improvement, in spite of a 
steep rise in our establishment expenses 
by reason of a revision of the pay scales 
of all cadres of our staff—Award staff 
as well as officers. On account of the 
improved working results it has bpen 
possible to recommend a dividend of 7 
Per cent as against 6 per cent for the 
Preceding year- 

Deposits: 

The deposits of the Bank increa.sed 
from Rs. 52.31 crores to Rs, 65.05 crorcs 
during the year—an increase of 24.3% 
as against an average of 16.38% for 


the banking system as a whole. Equally 
significant is the rise in the nujpber of 
deposit accounts. The following tabic 
speaks for itself: 

Year No* of Amount 

Depositors (Rs in erores) 

1968 273,000 40.90 

1969 332,000 52.31 

1970 4,18.000 65 05 

Advances: 

The Bank’s advances increased from 
Rs. 35.45 crores to Rs. 46 27 crores, 
representing an increase of 30*52% 
Advances to the priority sector at Rs 
18.64 croi*cs amounted to 40% of the 
total advances. Of this, agriculture ac¬ 
counted for Rs. 9,85 of the total ad¬ 
vances. The number of farmers 
financed was 65,000, an improve¬ 
ment of 34,000 over the preceding year. 
The amount advanced per farmer was 
roughly Rs. 1,500/-, perhaps the lowest 
among the banks operating in Andhra 
Pradesh. This shows that the Bank has 
been able to reach a large number of 
small farmers. The following is an ana¬ 
lysis of the Bank’' advances to agricul¬ 
ture. 

(Rs. in crores) 

Limits Outstanding 
sanctioned 

31-12-1968 2 25 1.45 

31-12-1969 9.93 6.92 

31-12-1970 13.38 9.85 

The Bank also financed Primary 
Agricultural Credit Societies along with 
the nationalised banks in the districts 
of Hyderabad, Warrangal, Khammam, 
KarimnagarandSrikakulani. The Bank 
would be participating actively in the 
Small Farmers’ Development Agency 
Scheme in Srikakulam district and in 
the World Bank Scheme for minor ir.i- 
gation and s upply of agricultural ma¬ 
chinery in Andhra Pradesh. 

Lead Bank Role: 

The Bank has been given the Lead 
Bank role in Ganjam, Srikakulam, East 
and West Godavari districts, and in 
Guntur and Krishna districts jointly 
with the Indian Bank. Cor survey 
team has conducted intensive and im¬ 
pressionistic surveys to identify growth 
centres in these districts. Reports on 
West Godavari and Srikakulam dist¬ 
ricts have been finalised. At a meeting 
convened by us of banks interested in 
West Godavari district centres for 
growth identified during the survey 
wcie allocated so that they might de¬ 
velop without undue competition inter 
se. 

Small Scale Industries: 

Our advances to small scale industries 
increased from Rs. 3.69 crores to Rs. 
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7,01 crwcs. The number i>f units assis¬ 
ted increased from 628 to OSO.- It is the 
pulicy of the Bank, and itl^ been en'^ 
coui^ing technically qualified people 
wanting to set up small scale industries. 
Wc have been giving support to the 
various schemes sponsored by the An¬ 
dhra Pradesh Small Scale Industrial 
Development Corporation for pro¬ 
moting small scale industries in this 
region. The automatic Credit Guaran¬ 
tee Scheme introduced by the Oovern- 
ment of India and being administered 
by Reserve Bank of India has encou¬ 
raged banks to finance small scale in¬ 
dustries in a large way. 

The Credit Guarantee Corporation 
which has been recently formed will 
guarantee the advances of commercial 
banks to farmers, self-employed per¬ 
sons, professionals, retail traders and 
such categories. The percentage of risk 
guaranteed by the Corporation is fixed 
subject to a ntaximum limit stipulated 
for each category of advance. The limit 
of Rs. 1,000/- fixed for a crop loan to 
a farmer is too low and may be raised 
at least to Rs 2,500/-. This scheme will 
certainly afford greater protection for 
bank advances to weaker sections of the 
society and would be an incentive to 
banks to assist more freely these hither¬ 
to neglected sectors. 

Investments: 

Our investments have increased from 
Rs. 15.56 crores to Rs. 20 09 crores, 
the percentage of increase being 29.1. 
Wc invested Rs. 1.82 crores in the 
debentures of various land mortgi^e 
banks during the year. Wc continued 
to lend particular support to the deben¬ 
ture issues of the Andhra Pradesh Co¬ 
op. Central Land Mortgage Bank. Wc 
have been actively supporting in a large 
way the bond issues of the State Go¬ 
vernment, the State Electricity Board, 
and bodies like the State Financial 
Corporation. The Bank is followingthis 
policy in every State in which it is estab¬ 
lished. As an All India Institution with 
a strong regional bias it is the aim and 
endeavour of the Bank to play an active 
role in the economic development of 
Andhra Pradesh, despite certain con¬ 
straints under which it functions as a 
non-nationalised Bank 

Training of Staff : 

Banking is essentially a service in- 
dastry. Its growth and success in serv¬ 
ing the social purpose would almost 
entirely depend on the zeal, devotion 
and efficiency with which bankmen 
serve the public. The concept of ser¬ 
vice should permeate the rank and file, 
officers and workmen alike 

A niajof deterrent to rapid expan¬ 
sion of banking, and re-orienting stan¬ 
dards and concepts of lending, is the 
lack of adequate number of trained 
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ataff at various levels. To meet this 
difficulty, banks which have been sud¬ 
denly called upon to shoulder heavy 
responsibilities and expand on an 
enormous scale, have tried to extend 
the existing training institutions and 
open new ones. The National Institute 
of Bank Management (NIBM) establis¬ 
hed to assist banks in their new respon¬ 
sibilities has contributed to a great 
extent to the training of bank person¬ 
nel. The seminars and workshops 
and management courses organised by 
them for various levels of bank officers 
are proving useful. 1 am glad to say 
that we have been making full use of 
the expertise available in NIBM in the 
selection of personnel, for manpower 
planning, for reorganisation of the 
administrative set-up of the Bank and 
for drawing up of the profile of a 
successful branch to assist us in identi- 
fying prospective centres for locating 
new branches. I express my sincere 
thanks to the NIBM for all the 
assi.stance it has been rendering to us. 

During the year under review, we 
continued (o depute our officers to the 
Bankers’ Training College, Bombay. 
Officers were also deputed to other insti¬ 
tutions like the Administrative Staff 
College of India and Institutes of 
Management. A batch of officers 
was trained in small scale industries 
finance under a special programme 
organised for us at the SIET 
Hyderabad, by the NIBM. Our Bank 
had the opportunity of organising 
Agricultural Workshops under the 
auspices of the NIBM for our officers 
as well as for the officers of other 
b.inks. 

.Staff Relations; 

It will be agreed that for the Bank 
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to prosper as a competent instnipwnt 
for pubfic service, cordial rtlatJons bet¬ 
ween the mangement and.the staff are 
essential. In spite of the best efforts of 
the Management to avert it there was 
an agitation for 3i months by the re¬ 
cognised staff union. 

Our staff relations have returned to 
normalcy by the end of October 1970 
and I am happy to say that th^ conti¬ 
nue to be cordial. I hope and wish that 
the same atmosphere continues undis¬ 
turbed in future also. 

The foregoing will show that during 
a period of revoluntionary changes in 
the banking industry, your Bank is 
striving its best to move with the times. 
The success achieved so far has been 
due, to a great extent, to the ready and 
willing guidance made available by 
the Reserve Bank of India. I render my 
grateful thanks to this great institution. 
I also thank the State Government, 
the Chief Minister and his colleagues 
and officers at Hyderabad and in the 
districts for the co-opeiation they have 
been extending to us. Their assistance 
in the matter of out agricultural ad¬ 
vances and small industries has been 
valuable. 

I express my personal thanks to my 
colleagues on the Board who place 
their time and experience ungrudgingly 
at the disposal of the Bank and myself 
in the discharge of my duties. I thrnk 
Mr. M.V.Subbarao, our General Mana¬ 
ger and all the officers and members of 
staff at the Head Office and branches 
for their devoted service. 

Note; This does not purport to be 
a sunimary of the proceedings of the 
Annual G^ral Meeting of the Bank. 
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I^CORDS ‘AND statistics 

Tariff Concessions Under GSP 


The ATTAINMENT of self-rcliant econo* 
nqr by India 'will depend to a very large 
extent on tbe success of the country 
on the export front. Enormous 
efforts are being made by the 
country in the development of export 
effort over a wide range of products 
and commodities for reaching out to 
the vast area of world markets. The 
government as well as the industry and 
trade are continuously exerting to over¬ 
come the handicaps and problems in 
enlarging the production base and 
stepping up the marketing effort. 

There is no doubt that the success of 
the endeavours of the countiy will 
depend considerably on the existence 
of favourable conditions in the world 
markets. Hitherto, the products and 
manufactures of developihg countries 
have continded to suffer the handicaps 
of tariff barriers in the developed 
countries. Under the auspices of 
UNCTAD the adoption of the system 
of generalised preferences opens up 
new vistas and opportunities for the 
developing countries by the reduction 
of tariffs on a non-discriminatory and 
non-reciprocal basis by the developed 
countries. 

OpportnBUy and Challenge 

Under the Generalised System of 
Preferences (GSP) the manufactures and 
semi-manufactures from the developing 
countries will be admitted duty free or 
at concessional rates by the developed 
countries. This will undoubtedly go a 
long way to improve the competitive 
position of the developing countries. 
The GSP, therefore, presents a chal¬ 
lenge as well as an opportunity to the 
exporters of developing countries to 
expand and diversify their export mar¬ 
kets. 

The scheme has already been ratiffed 
by the European Economic Community 
and will come into effect in the countries 
of EEC from July 1971. Other deve¬ 
loped market economies are expected 
to follow suit, latest by July 1972. 

It is of fundamental importance that 
the manufacturers and exporters in 
India should be urgently equipped with 
complete knowledge of the various 
types of offers and tariff concessions 
made under the GSP. This information 
will enaUe the government and the 
industry and trade to start 
devising measures for utilising the 
oppo^iinities which will be opened 
up in respective developed coun¬ 


tries in relation to individual 
products and commodities. Urgent 
consideration will need to be given by 
them to the problems of expansion of 
production base and further develop¬ 
ment of the effort to reach out to res¬ 
pective world markets. 

Analysia of Data 

Recognising the importance of this 
matter, the Indian Institute of Foreign 
Trade undertook the urgent task of ana¬ 
lysing and collecting complete data of 
the (^ers made by individual countries 
and regional groupings of developed 
countries in respect of the tariff prefe¬ 
rences which will become applicable 
under GSP in relation to individual pro¬ 
ducts and commodities. For the imme¬ 
diate benefit of industry and trade, the 
Indian Institute of Foreign Trade has 
just released a puolication entitled New 
Opj^rtunilies jor Indices Exports 
which gives detailed tariff tables relat¬ 
ing to individual countries/goupii^s 
in respect of the commodities 
and pr^ucts. The information con¬ 
tained in this publication is based 
on a part of a very detailed study 
which is being conducted by the 
Indian Institute of Foreign Trade, on 
the sponsorship of the United States 
Agency for International Development 
and with the approval of the Govern¬ 
ment of India, to assess the export ex¬ 
pansion possibilities through tariff pre¬ 
ferences.. A brief summary giving basic 
information on Generalised System of 
Preferences (GSP) is given below: 

The pace of economic growth of 
developing countries is greatly depen¬ 
dent on their capacity to augment the 
foreign exchange resources. Presently, 
the growth of their export earnings is 
lagging far behind the growth of world 
trade and in relation to their growing 
demand for developmental imports. 
Their share in the expanding world 
trade has declined from 25 per cent in 
the early years in the Decade of Sixties 
to 18 per cent in 1969-70. The decline 
in the share of developing countries in 
the world trade is mainly attributable 
to their dependence on a few primary 
commodities in which the world trade 
is continuously shrinking. The world 
demand for these commodities is de¬ 
clining primarily as a result of rapid 
growth of synthetic substitutes and 
technological advances which have 
reduced the per unit input require¬ 
ments of .raw materials. 

In contrast to the decline in the trade 


of primary commodities, there has been 
uninterrupted .»owth of world trade 
in manufactured items, which originate 
largely from the developed countries. 
The exports of manufactures and semi¬ 
manufactures have registered an annual 
rate of gro'wth as high as 20 per cent, 
particularly during the last three years. 
The share of developing countries in 
this dynamic sector of world trade is 
comparatively small, and the. benefit of 
expansion of exports of manufactures 
and semi-manufactures goes •primarily 
to the developed countries. It is of 
fundamental importance to the develop¬ 
ing countries that their share in the ex¬ 
ports of manufactured goods should 
increase and that these should find 
accessibility in the developed country 
markets. 

Imposition of Tariffs 

One of the major obstacles to the 
diversification and expansion of the ex¬ 
ports of manufactures from developing 
countries has been the imposition of 
high rates of tariffs on imports of manu¬ 
factures from developing countries in 
the developed countries. The average 
tariff applicable in developed countries 
to the manufactures and semi¬ 
manufactures from developing coun¬ 
tries is about 50 per cent higher than 
the average tariff applied to their 
total imports from all sources. The 
tariff structure of developed countries 
has been biased against the products 
of export intere.st to developing count¬ 
ries in as much as the rates of duty, in 
general, rise according to the degree 
of processing of raw materials used. 
Such escalation provides a very high 
degree of protection to the processing 
industries in the developed countries. 
The graduated tariff structure in the 
developed countries restricts the ability 
of developing countries to establish 
export oriented processing industries in 
respect oft heir products. Theexistence 
of preferential arrangements among the 
members of regional groupings of de- 
veloped countries has resulted in an 
increase of intra-trade which is free 
of duty or subject to negligible rates 
of duty. Practically, one-third of the 
intra-regional trade is carried out cn 
this basis. This has placed the deve¬ 
loped countries at an additional ad¬ 
vantage, which is again detrimental 
to the interests of the developing count¬ 
ries. 

The developing countries have been 
for long greatly concerned about the 
handicaps imposed by the tariff barriers 
of the developed countries. In an 
endeavour to reduce the tariff barriers 
to the world trade in genefal, six suc¬ 
cessive rounds of tariff negotiations 
have been conducted under the GATT 
since 1947. These negotiations un¬ 
doubtedly resulted in a progressive 
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reduction in tarifl's. The Reunedy 
Round of Tariff Negotiations, ^hich 
has been the last and the most elaborate 
negotiation under the GATT, rciulted 
in a major lowering of tariff barriers, 
amounlinp to an average cut of approxi¬ 
mately 36 per cent on industrial pro¬ 
ducts. Significantly enough, however, 
products of interest to developing 
countries did not receive adequate 
attention under these various tariff 
negotiations. Il continued to be feared, 
thus, that unless some special measures 
were taken in relation to the interna¬ 
tional trade policy, the tariff reductions 
brought about under these negotiations 
would contribute to further decline in 
the share of developing countries in the 
world trade. This matter continued to 
agitate the developing countries and 
it was felt that wayr and means must be 
devised for providinjg easier access in 
the developed countries to the products 
and manufactures of developing count¬ 
ries. 

The great anxiety and concern ol’ 
developing countries in the'matter of 
tariff barriers of the developed 
countries eventually found shape 
in the emergence of the principle of 
Generalised System of Preferences 
which had its origin in the UNCTAD-i. 
This proposal was based on the new 
principle of non-discriminatory and 
non-reciprocal preferences for exports 
of developing countries. In UNCTAD-I, 
however, the scheme could not be 
adopted for want of positive support 
from the developed countries. Amidst 
the atmosphere generated in this re¬ 
gard. Australia, a developed country, 
came forward in 1965 to grant unilate¬ 
ral tariff concessions for select products 
from developing countries. 

Generalised System of Preferences 

During the years 1964 to 1968, con¬ 
siderable amount of groundwork was 
done by the developing countries to 
make the developed countries accept 
this new principle of international eco¬ 
nomic relations. India was amongthose 
developing countries who played a lead¬ 
ing role in this endeavour. As a result 
of the efforts of these developing count¬ 
ries, a Resolution on Generalised Sys¬ 
tem oi Preferences was eventually adop¬ 
ted at the UNCTAD-n, 1968. The main 
objectives of OSP as envisaged under 
the Resolution were: (i) to increase 
export earnings of developing countries; 
(ii) to promote their industrialisa¬ 
tion; and (iii) to accelerate the rate of 
their economic growth. A Special 
CoiAmittee on Preferences was set up 
to finalise the details of the Scheme 

In November 1969, the provisional 
offers of the developed market econo¬ 
my countries were submitted to 
UNCTAD. They were examined in 
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April 1970 at a session of the Special 
Committee on Preferenqes and were 
finally adopted by the Committee as 
well as the Trade and Development 
Board in October 1970. The prospec¬ 
tive preference giving countries, (EEC 
countries, Japan, USA, UK, Canada, 
Irehmd,New Zealand,Norway, Sweden, 
Denmark, Finland, Austria and Swit¬ 
zerland) agreed to seek as rapidly as 
possible the necessary legislative or 
other sanctions to implement the pre¬ 
ferential arrangements. While agreeing 
to the introduction of the OSP, the 
developed countries reserved the right 
to: fa) exclude certain developing count¬ 
ries from the scheme; fb) determine 
the product coverage; (c) determine the 
rules of origin; fd) determine the du¬ 
ration of the schemes ;(e) reduce prefe¬ 
rential margins by lowering or removing 
tariffs on Most Favoured Nation basis; 
(0 determine the amount of the tariff 
cut affecting the preferences; and (g) 
provide a safeguard mechanism in es¬ 
cape clauses to be incorporated in the 
scheme. 

Main Features of GSP 

The principal characteristics of the 
Generalised System of Preferences are 
specified below in terms of its legal 
status, product coverage, depth of 
tariff cuts, beneficiaries, safeguard me¬ 
chanism, institutional arrangements 
and rules of origin. 

Tariff preferences under OSP are 
initially for a temporary period of 10 
years, any further extension being sub¬ 
ject to a comprehensive review of the 
working of the Scheme. It does not 
constitute any binding commitment by 
the donor countries and, in particular, 
it does not i n any way prevent their sub¬ 
sequent withdrawal in whole or in part. 
This is envisaged specially in view of 
the need for protecting the domestic 
industry from a possible threat of mate¬ 
rial injury resulting from heavy influx of 
imports from developing countries cons- 
scqiient on tariff concessions. Their 
grant is also conditional upon necessary 
waiver in respect of existing interna¬ 
tional ‘ obligations, particularly those 
laid down in GATT. Further tariff 
reductions may also be effected in fa¬ 
vour of all countries on MFN basis. 

The donor countries’ offers 
apply to all the industrial semi-manu¬ 
factures and manufactures with 
the exception of the sensitive items 
specified in their negative lists, falling 
in chapters 25-99 of the Brussels Tariff 
Nomenclature (BTN). Since OSP was 
intended to cover the industrial manu¬ 
factures and semi-manufactures and not 
the primary products falling in chap¬ 
ters 1-24, selective approach has been 
adopted to accord preferences to the 
items in the latter category which are 
of export interest to developing count¬ 
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ries. Such selected items Have been is* 
eluded in their positive lists of offers. 

In the case of USA, three major 
groups of manufactured commodities 
falling under BTN chapters 25-99 are 
excluded. They are textiles, footwear 
and petroleum products. In addition, 
a number of commodities falling under 
BTN chapters 25-99 are treated as 
primary products and hetice excluded 
from the offer. In this group, offer of 
tariff concession has been limited to 
selected items only. 

In the EEC final ofl'er, industrial 
products eligible for preference under 
OSP do not include certain primary 
products as well as six processed farm 
products, all of which fall under BTN 
chapters 25-99. In addition to this, 
products covering the European Coal 
and Steel Community Arrangement and 
which are subject to duties in the Com¬ 
munity, are also excluded from the 
OSP offer. UK has excluded all textiles 
other than carpets. Austria has ex¬ 
cluded cotton textiles only and the 
Nordic countries have indicated that 
they will have to exclude some sensitive 
items. Japan has not excluded textiles 
from the offer list, but has offered only 
50 per cent reduction for certain textile 
items. Shoes and footwear are other 
important items of export interest to 
India which have been excluded in the 
offers of Nordic countries and Ireleand 
and are likely to be excluded in the 
ofier of Canada. The revenue duty¬ 
bearing items have been excluded in 
EEC, Japan, the UK and Switzerland. 
Austria’s exception list covers a few 
products subject to variable and equali¬ 
sation charges. Canada’s exception 
list also includes products the export 
of which is, at the time of introduction 
of OSP, under voluntary restraint by 
countries exporting these products* 
It also includes the products in respect 
of which such restraint might be re¬ 
quested by Canada from time to time 
while the scheme is in effect. The 
third category of products excluded 
from GSP in Canada arc those for 
which preferential margins arc bound 
against reduction unless the countries 
concerned agree to waive their cont¬ 
ractual rights. 

Depth of Tariff Cut 

For items in Chapters 25-99, dutyfree 
imports have been envisaged by EEC, 
Nordic countries, the UK and the USA. 
In principle, Japan too envisages duty¬ 
free imports under OSP but in the case 
of selected products such as some tex¬ 
tiles and leather, 50 per cent tariff re¬ 
duction of the post-jKcnnedy Round 
MFN rate has been proposed to be 
applied. 

Other donor countries will introduce 
linear tariff reductions falling short 
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daraoc tb« rate of duty t^r 33.3. 
Caxmoa profioees la depth of cut either 
'ta) 33.3 per cent, of the p!(wt>Kennedy 
ftwnd MFN rate Or (b) the Britiiih pre- 
tariff of Canada^ trhicliev^ i« 
lowers Austria and Switzerland envisage 
linear reductions in substantive rates. 
'New Zealand will introduce variable 
preferential duties, the level of which 
would in general be the same as that 
an*Ued under the British preferential 
arranffunent to all countries of the 
Conunonwealth preferential area. The 
linear reduction m the case of Switzer¬ 
land is progressive. For certain items 
they wiu be below that level, and for 
certain other items they will be between 
the MFN duty and the British preferen¬ 
tial rate. 

In the case of items included in the 
positive list in chapters 1-24 dftheBTN, 
theNotdic countries and the USA will 
grant duty-free entry. The UK will grant 
duty-free entry to some products and 
lower reductions to others. In the case 
of other donors, variable tariff reduc¬ 
tions have been .offered. 

• 

Ireland is the solitary exception in 
not offering any tariff concession on 
agricultural products falling within 
BIN chapter 1-24. 


Ceilings <f Imports 


In the case of EEC, annual ceilings 
will normally be calculated according 
to the following formula: c.i.f. import 
value from beneficiary countries in 
1968 will form basic quota. In addition, 
5 per cent of c.i.f. import value from 
third countries will be the supplemen¬ 
tal quota. T n case of a particular sen¬ 
sitivity of a product, the basis of the 
calculation or ceilings may be deviated 
from the above principles. In order to 
limit the preferences granted to the moie 
competitive developing country or 
countries and to ensure a substantial 
share for the less competitive sources, 

} >referential imports of a given product 
rom any single developing country 
will be subject to a sub-ceiling fixed 
according to the product group. 


In the case of Japan, the ceiling will 
be set for each product on the basis 
of the value or quantity of imports 
from beneficiaries in a reference year 
<basic quota)-|~10 per cent of the value 
or quantity of imports from sources 
other than beneficiaries in the latest 
year for which statistics are available 


(supplementary q^uota). Preferences 
will be suspended if preferential imports 
of particular product from a given bene¬ 
ficiary exceed 50 per cent of the ceiling 
in the course of a year. Like EEC, in 


Japan, the supplementary quota will ' 
be revised every year but it will not be 
less than that ^ the preceding year. 


Austria will alldw preferential treat' 


laent to impMti from «l} beneficiaries 
8olongratheydonot eioMd;l^ more 
than 2S per cent, their leyel of imports 
daring a ref^ence period based on the 
latest statistical material available. In 
order to allow less competitive bene- 
^ary coumries to participate equally 
in the preferential scheme, the imports 
of products from any one beneficiary 
country will not be allowed to exceed 
by more than 10 per cent of the level of 
imports during reference period based 
on the latest statistical material avail¬ 
able. 

Beaeffciaries Under GSF 

All the developing countries, terri¬ 
tories or areas will get the benefit of 
tariff preferences under the OSP. 
However, under the formula of self- 
election recommended by the OECD 
Special Group on Trade with Develop¬ 
ing Countries, the donor countries have 
the right to elect the countries to which 
they will grant preferences under this 
scheme. It is expected that only those 
who have bOna fide grounds for claim¬ 
ing developing status will be consi¬ 
dered. There is also an understanding 
among the major donor countries that 
in granting preferences they will not 
pick and choose between the claimants. 
Individual developed countries might, 
however, decline to accord special 
tariff treatment to a particular country 
on grounds (other than competitive 
conditions) which they hold to be 
compelling. 

It has been agreed to set up a con¬ 
tinuing machinery within UNCTAD 
to deal with the questions relating 
to the implementation of OSP. This 
machinery will review the effect of 
OSP on exports, export earnings, in¬ 
dustrialisation and rates of economic 

f ;rowth of the beneficiary countries, 
t will also review the effects of OSP on 
the process of industrialisation as well 
as on the volume of exports and export 


earnings of the lienst deyelobcd among 
the developing countries. The question 
relating to measures taken by the soc¬ 
ialist countries of eastern Europe with 
a view to contributing to thoattafnment 
of the objective of UNCTAD Resolu- 
tion on Gfeneralised Preferences vrill 
also be subject to review. The fuiKtiOns 
will be carried out by means of (a) an¬ 
nual review and analysis of,the func¬ 
tioning of the system, (b) triennial re¬ 
view to assess the benefits of the system 
^neficiary countries and the 
possibility of improvement of the 
system and of its operation, and (c) a 
comprehensive review towards the end 
of the initial period of ten years to 
determine in the light of the objectives 
of the resolution whether OSP should 
be continued beyond that period. 

Rales of Origin 

In order to keep the benefits of the 
Cmneralised System of Preferences rest¬ 
ricted to the developing countries for 
whom it is intended, Rules of Origin 
have been evolved. They have been 
kMt simple enought to enable effective 
administration and sufficiently liberal 
in terms of criteria qualifying for pre¬ 
ferential tariff treatment, so that the 
maximum number of developing count¬ 
ries can take advantage for their export 
expansion and industrial development. 
However, care has been taken to ensure 
that the develi^d countries do not 
receive the benefit of the scheme by des¬ 
patching their products via a develop¬ 
ing country where minor procesring 
may be undertaken toAiIfilthe origin 
criteria. 

Goods wholly produced or manufac¬ 
tured in a beneficiary developing coun¬ 
try easily satisfy the origin criteria. It 
is only in the case of those items where 
only part of the processing has been 
undertakefi in the developing country 
that the origin criteria have to be 
applied carefully. Two sets of criteria 
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have been evolved to suit the te<|iiite- 
ments of the donor countries: 

1. The USA. Canada andNew Zeajjad 
will adopt the value added cn'teriotf: 
In The USA. not more than 50 per 
cent of the appraised valuecould be 
from sources other than the export¬ 
ing beneficiary country. In Canada, 
the percentage of value added re¬ 
quired to qualify has not been decided 
but the percentage will be on factory 
price. In New Zealand, the goods 
should have not less than SO per cent 
of the factory cost attributable to 
the beneficiary country content. 

2. Other countries will base their 
rules of origin on the process criterion. 
Goods will be considered as origi¬ 
nating in the beneficiary country if 
they have undergone a manufacturing 
process as a result of which the ap¬ 
propriate BTN classification number 
applicable to the final product is 
difierent from that applicable to the 
materials used in the process. 

GSP and India’s Exports 

Unlike many previous tariff con¬ 
cessions, the Generalised System of 
Preferences is undoubtedly unique in 
opening up new opportunities for ex¬ 
ports of manufactures and semi-manu¬ 
factures from the developing count¬ 
ries to the developed countries. Basi¬ 
cally constituting an important develop¬ 
ment in favour of the developing count¬ 
ries, the Scheme enables only the de¬ 
veloping countries to enjoy the pre¬ 
ferences as opposed to the competitors 
from other developed countries. 
Through the tariff concessions result¬ 
ing from GSP, the developing countries 
can derive the benefit as a result of (a) 
trade creation cflcct. i.c., creation of 
the demand for the products of develop¬ 
ing countries because of their relatively 
lower prices, and (b) trade diversifica¬ 
tion effect, i.e., diversification of the 
demand away from developed count¬ 
ries for developing countries. 

It is true (hut the opportunities 
opened up under GSP arc not exactly 
what were desired and expected by the 
ikvcloping countries. A number of 
products which arc of interest to the 
developing countries do not find place i n 
the olTer lists. In the case of the United 


States, e<Hton textitea and footwear 
have been excluded from the offer. In 
the case of the UK and other EFTA 
countries some commodities of 
interest to developing countries have 
been excluded. A number of items 
which can be considered sensUtive 
may not' get adequate concessions 
under OSP. The offers of EEC and 
Japan are limited by the constraint 
that they will operate under a quota 
system. 

To India an important outcome of 
GSP will be a likely adverse effect in 
the UK and developed Commonwealth 
countries vis-a-vis other non-Common- 
wcalth developing countries. India has 
hitherto been enjoying tariff preferences 
varying from 5 to 20 per cent as against 
non-Conunonwealth sources of supply. 
Arising from GSP, India will ^ave to 
share this benefit with other non-Com- 
monwealth developing countries in¬ 
cluding Bra?.il, Mexico, South Korea 
and some African countries,. This 
may lead to dilution of the advantages 
which India has hitherto been enjoying 
in the Commonwealth ntarkets. The 
overall opportunities created by GSP 
will, to this extent, get circumscribed. 

Despite these limiting factors, GSP 
undoubtedly opens up scope and oppor¬ 
tunities to India as well as to other de¬ 
veloping countries for export expansion 
in the fields of manufactures and semi¬ 
manufactures. The introduction and 
operation of this Scheme will constitute 
a challenge, and it will be for the govern¬ 
ment us well us the industry and trade 
of India to urgently devise measures for 
deriving the maximum advantage from 
the opportunities which will be thrown 
up under OSP. Production base of the 
goods required in the developed count¬ 
ries of quality which would be accep¬ 
table to them, will need to be e.\panded 
and diversified. The handicaps of in¬ 
adequacy of raw materials and ba¬ 
lancing equipment etc. will need to be 
eflcctively overcome. Simultaneously, 
the marketing effort for reaching out 
to the specific markets of developed 
countries will have to be stepped up. 
It is of paramount importance that the 
measures for expansion of the produc¬ 
tion base and greater effcctiv^css of 
the marketing effort come into effect 
on the basis of urgenc>, lest the oppor- 
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tttnities opened 11 ^ uadnt'OSP 
missed by India and are tnlqsn away by 
other dev^oping countries. India, witb 
her enormous development infrar 
structure and large industrial base, is 
obviously in a very advantageous p(^ 
tion to take maxinuun benefit of OSP 
but it is important that the urgency cf 
this matter is recognised by the govern* 
ment and the industry and trade for 
initiating and carrying through the 
projects which will 3rteJd the desired 
benefits. 



COMPANY NOTICE 

TEXTILE MACHINEII^ 
CORPORATION UmS' 


NOTICE is het^y that the 
Thirty-first Anmisl.'^'iC^eral Meeting 
of TEXTILE MACHINERY COR* 
PORATION 

on Monday, the 281^ at 

4 p.m. at the Registareil Cl|i|s of the 
Company at Belgharia, 6i^|iel&tta 56 to 
transact the following bnsraless:— 

1. To receive and consider the Re¬ 

port of the Directws and to 
adopt the Audited Accounts of 
the Company for the year ended 
31st December, 1970. 

2. To appoint Directors in place of 
Shri D.N. Kapur and Stei D.P. 
Goenka who retire by rotation 
and are eligible for re-election. 

3. To appoint Auditors and fix 
their remuneration. 

The Register of Members of the 
Company will remain closed from 19th 
June, 1971 to 28th June, 1971, both, 
days inclusive. 

By Order of the Board 

O P. JHUNJHUNWALA 

Secretary. 

Belgharia, 

13th May, 1971. 

N.B. (1) A Member entitled to attend 
and vote is entitled to appoint a Proxy , 
to attend and vote instead of himself 
and the Proxy need not be a member. 
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PRIliONER OF SLOGANS 


Thanks to the final central budget for 1971-72, the ruling patiy stands fully expo¬ 
sed as a prisoner of its slogans. At a time when the state of the national eco¬ 
nomy clearly calls for high fiscal discipline, Mr Chavan has been compelled by 
political circumstances of his party s making to commit gross acts of profligacy 
in the raising of revenue as well as the spending of it. Pre^ctably he has enga¬ 
ged in lavish window-cbessing in his attempt to sell his budgetary proposals to 
the people as a socialist charter for the heater g^ory of the common man, but 
gullible as the public often is, it is still by no means certain that the nation will 
be taken in by his empty gestures. 

At a time when continuous pressures on the price-line have generated a chro¬ 
nic condition of instability in the economy, the Finance Minister has chosen to 
pretend that things could be set right by tboostinthe level of government spend¬ 
ing financed by a corpus of fiscal levies which would greedily cat into savings or 
investment whether in the corporate sector or the personal. He has thereby shown 
a degree of irresponsibility the grossness of which is heightened by the fact that the 
growth of the industrial sector has been falling behind the targets of the fourth 
Plan which, by any reckoning, arc unadventurous in themselves, flying heavily 
on an appeal to the natural enthusiasm of the people for social welfare or social 
justice, he has soi^htto divert their attention from the basic fact that this country 
can escape from its poverty only by creating more wealth through more hard 
work. Substituting demagogy for economic statesmanship, he has put out a 
class-war budget in which a politically vulnerable minority has been thrown to 
the wolves as a circus show for the populace. 
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Sugar Decontrol; Aluminium Prices; 

Dollars in Europe, Mithapur Unit; Cut 
in Lie Rates; Credit Curbs on Cot¬ 
ton; Sugar Mills’ Meet; Trade Talks 
with UAR; Soviet Newsprint; Rajas¬ 
than Atomic Unit; Helicopter Unit; 
Employees’ Family Pension; National 
Income. 
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Century Spinning; Bihar Alloy Steels; 
Synthetics and Chemicals; Andhra 
Bank; Ronco Vickers;l.DunlQp; Oil 
India; Elgi Rubber Products; Premier 
Synthetic; Coromandel Fertilisers; 
Bombay Oxygen; Southern ]^tro- 
chemical; Mazagon Dock; Hyderabad 
Asbestos; Film Finance Corporation, 
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Railway Budget: 1971-72. 
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Acting on the amazing assumption that the incentives to earn, possess or 
enjoy wealth have nothing to do with the flow of initiative and enterprise into the 
economic apparatus of a community, the Finance Minister has deliberately and 
determinedly gone in for fouling the climate for capital, both domestic and 
foreign. 

The argument has no doubt been advanced that only an increase in the level 
ofpublic saving would enaUe the aggregate rate of investment in the economy to 
pushed to a point where a take-oif at last becomes possible. The assumption 
here is that the additional public revenues are raised in such a way that they re¬ 
present a genuine accretion to the community’s investment resources and' not 
simply a transfer of funds from under one head of saving to another. Mr 
Chavan’s onslaughts on personal incomes or wealth or corporate earnings cer¬ 
tainly do not satisfy this criterion. On the contrary, the hatchet job he has done 
on intiative and enterprise in the non-government sector of the economy is 
bound to do serious damage to the country’s chances of economic growth. ' 

While the Finance Minister has openly and even indecently gloried in the fact 
that he has soaked the rich, he has not had the honesty to take the public into 
his confidence about the harsh implications of the budget proposals for the many 
millions of people in this country who fall outside the small circle of the afiSuent. 
He lacks clearly the courage to admit that the attack he has launched on saving 
and investment, where large industrial operations in the private sector are concer¬ 
ned, could make the community lose more in terms of employment opportuni¬ 
ties than it may hope to gain through the amateurish or simply opportunistic 
make-Work schemes for which his budget has made ostentatious allocations in the 
name of his party’s grandiose undertaking to banish poverty from the land. Worse 
still, he has sought to hide from the public the knowledge that the across-the- 
board increases he has effected in customs duties on imported capital goods or 
raw materials cannot but be duly reflected in the cost of manufacture of consumer 
goods. In f^t, thanks to this budget, the highly protected, non-competitive, 
nigh-cost industrial economy of the country has been encouraged and enabled 
to exercise overnight an intolerable tyranny over the standard of living of the 
middle or lower middle class in town or village. 

In a special number on the budget. Eastern Econctnist will attempt next 
week a more detailed discussion and analysis of the attitudes, policies and pro¬ 
posals of this budget. Meanwhile it would emidtasise once again the point 
that this budget is primarily a class-war bu^t exploiting, in the short-term 
polittcal interests of the ruling party, the uninformed prejudices and passions 
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of an immature democi^acy. Having 
built up a vested interest in mass po¬ 
verty in the country, the present 
government at the centre, through its 
Finance Minister, has effectively, crip¬ 
pled the nation’s chances of long-term 
^owth. In fairness to Mr Chavan, 
however, it must be admitted that he 
has by no means initiated the trend 

The State of 

Thl prkslnj'ATIon by the Finance 
Minister of* an Economic Survey to 
Parliament has now become established 
a.s a pre-budget practice. This exercis^ 
apart from helping the Finance' Minis¬ 
ter to keep his budget speech short,evcii 
if not always sweet, is intended to assist 
the public in its appreciation of budget 
decisions and proposals against a fac- 
fual account, provided in advance, of 
the immediate economic background 
as well as the proximate economic 
trends. To the hopeful among us, or 
even the merely expectant, the Econo¬ 
mic Survey also seems to possess the 
added attraction possibly of throwing 
a him or two about impending budget 
moves. 

The Economic Survt7 for the year 
1970-71 which Mr Y.B. Chavan pre¬ 
sented to Parliament on Tuesday, May 
25, is chiefly remarkable for bringing 
out vividly the fact of the current de¬ 
pendence of the growth of the economy 
on the behaviour of the agricultural 
sector generally and the production 
of foodgrains in particular. Consider¬ 
ing that the fortunes of agriculuire des¬ 
pite the progress of the green revolution 
arc still very substantiaiTy influenced b> 
the behaviour of the monsoons, it will 
be no exaggeration to say that the eco¬ 
nomic stability of our country conti¬ 
nues to be a function of our successful 
annmil national gambles on the rains. 
It is a solemn thought that, although 


towards exproprialory taxation of 
personal incomes or a recurring capital 
levy oh personal wealth. On him how¬ 
ever must rest the blame for having 
made himself the willjng instrument of 
the government for carrying these 
trends farther than the tolerance limits 
of the national economy. 


the Economy 


Wc reproduce here, by courtesy of All Indiu 
Radio, a script by the editor of this Journal for 
broadcast on May 26, 

millets. All the same there is more to 
be done here than the mere tying up 
of loose ends. 

The green revolution has to be taken 
to traditionally depressed areas of 
farming such as the low-rainfall 
areas which do not have the safeguard 
of adequate man-made irrigation, tribal 
agriculture crippled by lack of capital 
and primitive technology and cmltivalion 
on the hills where erosion has ravaged 
the soil over the years. Again, as the 
Economic Survey notes, the commercial 
crops arc yel to experience in a big way 
the benefits of planned research. Finally, 
the losses suffered recently by harvested 
grain in some parts of northern India 
as a result of unscasonal rains have 
brought out the point that, as the Di¬ 
rector of the Indian Agricultural Re¬ 
search Institute, Dr M.S. Swaminathan 
puts it, post-harvest technology is 
lagging behind the advances in plant 
breeding and farming techniques. 

In the circumstances, it cannot be 
denied that ^ricuhure must continue 
to he of the highest priority to our pro¬ 
grammes of development. All the same, 
some of us may well react with mixed 
feelings to any bland declaration that 


planning should be preoccupied here* 
after with agriculture. While it is true 
that the agricultural base should be 
strengthened and expanded* it is no 
less necessary that an intense national 
effort should be simultanedusly direc* 
ted towards stimulating the industrial 
sector. As it is, this area of the 
economy has ndt been contributing 
its share to the growth of national in¬ 
come. On the contrary, industrial pro¬ 
duction increased only by about five 
per cent during the year 1970, which is 
a little less than the rate of growth of 
the national income in that year. This 
level of industrial production more¬ 
over, was much poorer than the rate of 
7.1 per cent reached in 1969 or the 
rate of 6.4 percent recorded in 1968. 

Not that the industrial picture is not 
without its bright spots. There arc in¬ 
dications that the investment in the 
small-scale sector has been gathering 
volume. Among large-scale industries, 
food processing, engineering and 
chemicals have on the whole 
shown substantial expansion. Never¬ 
theless, the growth Qf industrial 
production has been disappointing over 
a wide range and in respect of many 
major industries. The situation here 
is even more unsatisfactory when the 
trend of new investment, which is 
germane to prospects of growth in the 
coming years, is considered. Short¬ 
falls in the production of steel, cotton 
textiles and paper are some of the speci¬ 
fic instances of the unsatisfactory per¬ 
formance of the industrial sector. The 
situation is not improved by the dis¬ 
organisation of the rail transport system 
in eastern India, which has created a 
bottleneck in the transport of coal and 
is consequently depressing output in the 
collieries. The shortcomings in rail 
transport have also been of a more 
general nature and their adverse im, 
pact is being felt by many industries 


the growth of the national income in 
the year 1970-71 has been of the 
order of five per cent assumed in the 
fourth Plan, the basic consistency ol 


^adtetn ^cwiombt 23 lfea.t6 


this performance remains to be tested in JUNE 7, 1946 

a year of poor rain I all. 


In the circumstances, ihc recent state¬ 
ment of the Minister for Planning, (hat 
planning is to become agriculturc-oii- 
entfiyl ma> he received in some 
or perhaps many quarters with great 
satisfaction. There is imdoubledly a 
Jot to be done by way of extending the 
green revolution as well as consolidating 
the ground already gained. The Econo¬ 
mic Survey reiterates the well-known 
fact that jnost of the agricultural ex¬ 
pansion that has taken place is related 
to wheat. It also gives welcome details 
about advances in the technology of 
rice production and the progress with 


ihc threatened railway .strike, scheduled for 
midnight of June 27, shows how dangciously 
exposed tl\c whole economy of the country is 
to the application of political pressure at its 
most strategic point. Railwaymen worked 
loyally, on the existing confUtions of pay and 
service, in the war against the enemies in law 
of the C(>untry. it docs, therefore, appear a 
little strange that they should now threaten to 
strike during the most critical phase of the 
community's war against famine, specially 
when adjudication is offered over the whole 
range of their demands except retrenchment. 
We must, however, say that wc regard the Rail¬ 
way Member s statement thai the strike will 
be illegal under the Defence Regulations as 
dangerous, for law is not all in a modem so¬ 
ciety. To declare a strike illegal is not to ren¬ 


der it impossible. It would be dangerous for 
a post war government to rely on its narrow 
technical rights, ignoring the radical social 
transformation the war has brought about. 
The strain the war has imposed upon and the 
enlightenment it has brought to low-income 
groups are factors which a state can ignore 
only at its own peril. Otherwise, too, the 
general up-grading of these low-income groups 
is probably the most desirable thing that could 
happen. While these general principles arc 
unexceptionable, we arc afraid we cannot sup¬ 
port sectional pressure to secure a larger share 
of the commimity's income irrespective of any 
relevant consideration specially when the 
economy is still far from reaching any ten¬ 
able level of stability. 
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«uch as cestant which finds it djfilcult 1 
to obtain sufficient supply of coal or i 
secure enouj^ wagons or other move- i 
mcnt facilities for the transport of > 
finished products. 

The Economic Survey dv^ notes the | 
steps taken by the government to en¬ 
courage industrial pr^uction or in¬ 
vestment. ^ It speaks of increased credit 
facilities for the small-scale sector 
especially after the nationalisation of 
the banking system and the liberalisa¬ 
tion or simplification- of industrial 
licensing policy or procedures. It con¬ 
cedes, however, that there is scope as 
well as need for more effort on the part 
of private industry as well as govern¬ 
ment for maintaining and improving 

Oarnontbly feature‘Books Brteny'!;*" 
in th€ Issue dated June I97i. 

the tempo of industrial growth. It 
pleads in particular for the public 
sector assuming more responsibilities 
as investor and entrepreneur in areas 
of strategic industrial production, while 
notingthatitis equally important that 
the performance of the existing govern¬ 
ment enterprises is greatly improved. 

The Economic Survey naturally 
attempts to bring out the implications 
of the role of the state in tesrms of what 
should be the broad aims which the 
central government may set for itself 
in framing the budget for the financial 
year 1971-72. Once it is granted that 
the government should enlarge its role 
in the engineering investment and pro¬ 
duction it follow.s that it must also take 
on more responsibilities for mobilising 
the financial resources needed for the 
purpose. The Economic Survey is posi¬ 
tive that government should not shrink 
from this obligation but at the same 
time it carefully notes the limitations 
which the economic context may 
impose on the fiscal or other exercises 
the government could undertake for 
raising the rate of public savings i.c., 
the surplus of government receipts over 
government outgoings, which might be 
made available for programmes of eco- 
ncmic development. 

Given the pressures of the price line 
and the inflationary risks inherent in 
■our economic situation, the Economic 
Survey is naturally insistent on the 
govern,ment opting for non-inflation- 
ary means of raising revenue rather than 
resorting to straight deikit financing or 
-even drawing on such resources as bank 
credit or assistance from public finan¬ 
cial institutions. At the same time, it 
finds itself lorced to submit to the harsh 
reality that strictly non-infladonary 
financing will be but an inadequate 
instrument for raising the level of pub¬ 
lic savings to the needed extent. As 
its more or less the final word on the 
subject, the Survey makes tl» unexciting 


but wholly pragmatic suggestion that 
there could be flexibility in resource 
mobilisation only when the pro¬ 
duction of basic agricultural com¬ 
modities and essential industrial pro¬ 
ducts have increased substantially awye 
the existing levels. The Finance Minis¬ 
ter in other words must hold the baby 
as best he can. 

Over the years the annual Economic 
Surveys have been d^umonts widely 
varying in quality. This year's product 
deserves to be rated fairly high. It 
ha.s dared to carry at least some of its 
analysis and arguments somewhat be¬ 
yond the strict limits which prudence 
may set for the drafting of omcial pa¬ 
pers of this kind. The language too is 
generally direct and effective and the 
discussion in each chapter is neatly 
summed up in a few concluding para¬ 
graphs. Having said this, I must also 
mention a weaknc.ss in this year's Sur¬ 
vey, which is that it has permitted itself 
quite a few contradictory statements. 
For instance, paragraph 2 on page 1 
reads in part as follows: 

“Resource mobilisation by the cen¬ 
tre has been commensurate with ^he 

targets set in the Plan”. 

I would invite ILstcncrs to compare 
this statement with the following pas¬ 
sage on page 34: 

“The Fourth Plan as finalised postu¬ 


lates that the rate of domestic sayings 
will rise from 8.8 per cent of national 
income in 1968-69 to 13.2 per cent* 
of. national income in 197.3-74. ,To 
attain this progressive ri.w in do*S,v 
mestic saving, a significant increase in 
the rate of public savings has been 
assumed in the Plan — from 1.4 
per cent of national income in 1968- 
69 to 4.5 per cent in 1973-74. Des¬ 
pite the noteworthy fax efforts at the 
centre, the available data suggest 
that public saving in 1970-71 was 
hardly more than two per cent of the 
national income; if the Plan projec¬ 
tion is to be realised, the doubling 
of this rate in the course of the 
next three years is minimally 
necessary”. 

If the Economic Survey could have 
had any single theme at all, it is that the 
cft'ectivc mobilisation of resources for 
development still remains a task that 
has been only partially attempted. I 
wonder why those who drafted this 
Survey thought it desirable or necessary 
to gloss over this point by vaguely 
generalising that resource mobilisation 
has been commensurate with the targets 
set in the Plan. Had this been so, the 
government and the country would have 
been happier than they are now; and 
the latter will have less reason to fear 
the demands of the coming 28th of 
May. 


Gearing GSFC to Future Task 


Perioimc reviews of the working of an 
organisation arc necessary to find out 
the lags in its operations. But such re¬ 
views become all the more necessary 
when the dimensions of the task assign¬ 
ed to an organisation gel widened with 
changes in circumstances. The report 
of the Popawala Commiitce on the 
functioning of the Gujarat Slate Fi¬ 
nancial Corporation (OSFC), released a 
few days ago, belongs to the second cate¬ 
gory of these reviews, for the circum¬ 
stances under which this Corporation 
was set up a decade ago were vastly 
different from those obtaining 
today. 

At the turn of the sixties, there was 
no doubt a good deal of emphasis in 
the country on the development of 
small and medium-sized industries, 
which was sought to be fostered through 
the establishment of this Corporation 
in so far as the state of Gujarat was 
concerned. But the nwessity to en¬ 
courage entrepreneurship and to acce¬ 
lerate the industrial development of 
the backward areas was not felt as 
acutely as it is being felt now. It was, 
therefore, appropriate that the Popa¬ 
wala CoBuniitee was noj: only required 


to review the past operations of the 
OSFC but also to make recommenda¬ 
tions for helping the growth of new 
entrepreneurs and the development of 
industries in the backward areas of 
Gujarat. 

The committee has noted with satis¬ 
faction that along with a progressive 
increase in the financial assistance 
granted by the OSFC during the first 
decade of its operations, this assistance 
has been diversified to a great extent. 
‘‘Barring the year 1962-63, the business 
of the Corporation”, the committee 
says, “has continued to grow from year 
to year with an average yearly jgrowth 
rate exceeding 50 per cent during the 
first decade.” The progress since 1967-68 
has been particularly spectacular. 
Loans sanctioned between 1967-68 and 
1969-70 aggregated to Rs 370.85 lakhs, 
as against Rs 148.40 lakhs in the pre¬ 
ceding three years and justRs 58.55 
lakhs during the period 1960-61 to 
1963-64. Loan disbursements too re¬ 
corded a sharp rise between 1967-68 
and 1969-70 to Rs 289.94 lakhs from 
Rs 94.09 lakhs in the preceding three 
years and Rs 35.98 lakhs duriug the 
four years to 1963*64. Since 1964- 
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65, the OSFC has been giving deferred 
payment guarantee c^n behalf its 
clients and has also been underwriting 
capital iloaialions. 

! The proportion of the Corporation’s 
loans to new lines of manufacture, the 
committee points out, has gone up 
substantially — ant encouraging trend 
indeed. The committee further feels 
that *‘the a*cord of GSFC in financing 
nondradiiional small-.scale industries 
compares quite favourably with other 
SFC's’*. The loans granted by the 
OSFC to traditional small industries 
formed only 18 per cent of its total 
loans in 196^^-69. Only in two states, 
namely, Maharashtra and West Ben¬ 
gal, tliis proportion was slightly lower 
(17 per cent): in all the other states it 
was substantially high ranging between 
24 and 65 pci cent. 

The percentage share of new units 
in the assistance ofi'ered by the GSFX' 
has also been progressively going up. 
It was 37.5 per cent in 1965-66. By 
1968-69, this percentage went up to 
55.1. In 1969-70, it came down to 
50.6, but Was expected to increase 
again in 1970-71. The sanction and 
disbursement of loans for units in the 
developed, under-developed and back¬ 
ward districts as well have shown 
encouraging trends. The share of the 
units in the developed districts has gone 
down significantly, while the under¬ 
developed and the backward districts 
have been getting larger sanctions 
and disbursements. The growth 
in the assistance sanctioned and 
disbursed to the units in the back¬ 
ward districts, of course, has Iseen at a 
somewhat slower pace than in the case 
of underdeveloped districts. But the 
OSFC apparently could not help it 
because of lack of adequate infrasiruc- 
lurc facilides. 

As between the rural and urban areas, 
the pattern of assistance, the committee 
thinks, leaves much to be desired. It 
has, therefore, recommended bestow¬ 
ing of greater attention on the de¬ 
velopment of industries in the rural 
areas, .t^urthcr, the committee is of the 
view that though such industries as 
mining and marine-based industries 
pose special problems — which is res¬ 
ponsible for negligible assistance be¬ 
ing afforded to them in the past — they 
deserve belter treatment. 

The committee has scathingly criti¬ 
cised the publicity of the assistance 
programme of the GSFC and some of 
its procedures. Pertinent note needs be 
taken by the GSFC and other slate 
financial corporations of this criticism 
fbr remedial action suggested by the 
committee can yield wholesome divi¬ 
dend in accelerating the pace of dcvc- 
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lopment of small and m:>dium-sized 
industries. The comm ttee opines that 
the GSFC should not only publicise 
what types of assistance it provides but 
also what it cannot do. Regarding 
streamlining of procedures, it has 
recommended that GSFC should 
evolve a quick system of preliminary 
scrutiny of applications for assis¬ 
tance. The implementation of these two 
recommendations can save a lot of 
inconvenience to Ixith the GSFC and 
those desiring assistance from it. 

The suggestion of the committee 
*that the GSFC should build up an 
effective follow-up department is simi¬ 
larly W'orth pursuing. This department, 
the commitiuv feels, should not only 
carry out routine audits of the opera¬ 
tions of the loanee concerns but should 
also make assessments of the conditions 
under which these concerns function. 
Such a department should be able to 
assist in the re.solving of many diffi¬ 
culties which the loanee units have to 
face. 

The stress laid by the committee on 
charging comparatively high interest on 
its loans to units proposed to be set up 
in the already congested industrial areas 
and on the liberalisation of the initial 
grace period for the repayment of Joans 
to units in backward areas and those 
being set up by new entrepreneurs is 
not nuspkued. These steps should help 
in the dispersal of industries to back¬ 
ward areas and slioiild go some way in 
encouraging entrepreneurship. The 
coninliUcc, of course, has not signi¬ 
ficantly, recommended any conces¬ 
sional rale of interest for the units 
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belonging to the two Iattcr<cat<^ories^ 
for it thinks that the scar* 
city of capital warrants an upward 
revision in interest rates. The commi¬ 
ttee is of the view that the spread bet¬ 
ween the rates charged by the Corpora¬ 
tion and those obtaining in the unorga¬ 
nised market is alrcacjy fairly wide so 
that any one who obtains institutional 
finance does get funds at subsidized 
rales. 

An important innovation that the 
committee has suggested in the lending 
operations of the GSFC is the tying up 
of small and large units for the purpose 
of extending loans so that the establish¬ 
ment of ancillary units gets fillip. This 
innovation is welcome. So also the 
pleas of the committee that the state 
financial c<>iT)orations should be per- 
m'ttcd to finance service shops in the 
industrially backward areas. 

The emphasis placed by the commi¬ 
ttee on the organisation of an.economic 
intelligence unit by the GSFC which 
will undertake industry studies and the 
study of broad marketing trends i.s not 
unw'arrauted. It has to equip itself w'ell 
in this regard if judicious use of its 
limited funds is to be midc in the face 
of mounting pressures for finance. A 
clo:e liaison by this department with 
the other financial institutions in the 
state however should help in avoiding 
unnecessary duplication of work and 
effort. 

In respect of encouraging new entre¬ 
preneurs to set up industrial units, the j 
conimiitec’s suggestion for evolving 
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BUDGET NUMBER 

The central budget for 1971-72, presented by the Finance Minister 
to Parliament on May 28 this year has projected an image of the ruling 
parly's radical socialism, now seen to be red in tooth and claw. Its 
basic, philosophy, which is that personal incomes or wealth could be 
arbitrarily limited or brought down without the national ecohomy suffering 
from being denied the benefits of the incentives to save, invest or work, 
is clearly fraught with grave consequences for the country's economic 
stability or growth. In the next issue dated June 11, which will be a 
special number devoted to the budget, EASTERN ECONOMIST will 
present a study of the budget documents against this background of 
the political attitudes and purposes of the ruling party. 

In this special number will be included the relevant budget d0cu<- 
ments as well as graphs and statistical tables highlighting the main 
features of the central budget and important aspects of the state of the 
economy. Priced at Rs 5/- per copy (postage extra), the EASTERN 
ECONOMIST BUDGET NUMBER will be available without extra payment 
to regular subscribers. *' Individual copies will be on sale with lead<no 
booksellers and at the office of the Eastern Economist Limited, UCO 
Bank Building, Parliament Street, New OelhM. 
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a package scheme iavolviog factory 
sheds and Muipment financing deserves 
notice. Such a scheme, however, has to 
be worked out by the state government. 
The OSFC’s role in this scheme can only 
be the provision of finance to the new 

Licences 

While announciho the import policy 
for 1971-72 Mr L.N. Mishra, the Minis¬ 
ter for Foreign Trade, assured busi¬ 
nessmen that the government would 
take elfective measures to issue the im¬ 
port licences promptly. He referred 
to the concern expressed by the Prime 
Minister over the delays that occurred 
in clearing import licences and he re¬ 
vealed that the Chief Controller of 
Imports and Exports had undertaken 
a complete review of the existing pro¬ 
cedures to make them as simple as 
possible. The minister added that the 

f overnment was planning to have a 
xed time-table for the dispo.sal of im¬ 
port licences and he saw no reason 
why the situation should not improve 
and delays avoided. 

The minister’s assurance is. no doubt, 
welcome. But it remains to be seen to 
what extent the government will be able 
to implement it. In the name of social¬ 
ism, the government has been rapidly 
and even recklessly expanding the role 
of the public sector in the import trade. 
But the import control organisation has 
yet to be geared fully to perform its 
tasks with efficiency and speed. 

Chronic delays in getting import 
licences have been a recurrent theme in 
the annual sessions of business organi¬ 
sations all over the country. That these 
complaints are not exaggerated is evi¬ 
dent from the official statistics. For 
example, at the end of the year 1969-70, 
the total number of applications for 
import licences received by the govern¬ 
ment (excluding iron and steel control 
offices) was 1,67,435 of which 7,736 had 
been brought forward from ^he previ¬ 
ous year. The nuniber of disposals 
was 153,451 and of pending cases 
13,984. The nxunber of applications for 
import licences received by the iron 
and steel control offices in 1969-70 
was 23,584 of which 5,950 had been 
brought forward from the previous 
year. The number of disposals was 
14,420 and of pending cases 9,164. 
Thus, out of the total number of appli¬ 
cations for import licences received in 
1969-70, 1,67,871 were disposed of and 
23,148 were kept pending. 

Region-wise, the nxunber of pending 
applications, excluding those relating 
to iron and steel, in 1969-70 was as 
follows: Bombay 2,493, headquarters 


entrepreneurs or at the utmost teniler- 
jog , of expert advice regarding the 
feasibility of the projects envisaged. 
The burdening of the OEFC with any 
other function under this package 
scheme will not be desirable. 

Leisurely 

987, central licensing area 1,242, Cal¬ 
cutta 788, Madras 2.096, Kanpur 2,701 
Hyderabad 1,452, Ernakulam 84, 
Ahmedabad 528, Bangalwe 1,272, Raj¬ 
kot 121, Ooa 25, Visakhapatnam 34, 
Shillong 69, and NewKandla 1. 

The table below shows the per¬ 
formance of the import control organi¬ 
sation in recent years. 


disposed of for several months for want 
of a policy decision. 


released statistics toreveal the number 
of interviews granted by the import 

I;"-’®.’ the import trade control offices 
®®"trol Offices) 
f'rt Iinterviews compared 
lo i,j 8,858 in the previous year. Fcr- 
naps, the government gives out these 
figures to show to the world how re- 
ceplive and sympathetic it is to those 
who seek import licences. But do not 
these figures actually indicate the diJa- 
oiy procedure of the government? 
It the government disposes of the appli¬ 
cations promptly, there will be little 


Figures are not yet available for 
1970-71.^ But since it was an election 
year, it is doubtful if there was any 
noticeable improvement in the ad¬ 
ministration of import control. In 
some cases, the failure of the applicants 
to fill in all the required details might 
have held up the licences. But such in- 
.stanccs are likely to be rare since most 
applicants are only too well aware of 
the bottlenecks in (Jdyog Bhavan and 
would have therefore taken sufficient 
care in submitting the details. In this 
context, it is relevant to note that in 
1969-70 theapplications for the import 
of stainless steel sheets could not be 


O'"Miuuiu realise that 
ine laiJure lo deal expeditiously with 
import licences will have an adverse im¬ 
pact on production, employment, ex¬ 
ports, prices and, in fact, on every as¬ 
pect of the economy. The bulk of the 
imports consists of raw materials 
machinery and components and unless 
these arc made available at the time 
required, the economy will 
suffer. Of the total imports in 1969-70, 
raw materials and intermediate goods 
accounted for Rs 613.20crores, com¬ 
ponents and spares for Rs 213.82 crores 
iron and steel (excluding rails and rail¬ 
way track construction material of iron 


COMPARATIVE FIGURES OF RECEIPT AND DISPOSAL OF 
APPLICATIONS 

For import licences during 1965-66 to 1969-70 


Year Brought Receipt 1 otal Disposal Pendenev Perccniacc 

forward ' o|- ‘ 

pendency 
lo total 
receipt 


import trade control offices 
(excluding iron and steel control office.s) 


1965-66 

2,IS) 

1,47,131 

1,49,281 

1,42,046 

7.235 

4 8 

1966-67 

7,235 

2..39,660 

2,46.895 

2..36,113 

10,782 

4.4 

1967-68 

10,782 

1,31,583 

1.42..365 

1,37,779 

4,586 

.3.2 

1968-69 

4,586 

1,53,442 

1.58.028 

1,50.292 

7,7.36 

4.9 

1969-70 

7.736 

1,.59.699 

1,67,435 

1.53,451 

13,984 

8.4 

Iron and steel conlrol offices 





1969-70 

5,950 

17,634 

23.584 

14,420 

9,164 

.38. S’* 


*The high percentage of pendency in 1969-70 was due to advance import 
licence applications received during the end of March, 1970. 
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and steel) for Rs 81.01 crotes^, non- 
ferrous metals for Rs 74.51 crores, 
and complete machinery and equip¬ 
ment for Rs 187.78 crores. It is obvious 
therefore how important it is fo the 
country’s economy that the import 
control organisation should work with 
the utmost efficiency. 

Apart from enunciating all as¬ 
pects of the import policy clearly, 
and eliminating the causes for 
delay, the government should im¬ 
prove its public relations with 
industry and trade. The representa¬ 
tions received from industrial and trade 


organisations for streamlining the pro¬ 
cedures should be promptly considered 
and implemented except perhaps where 
major policy decisions are involved. 
The Board of Trade and the Advisory 
Council on Trade should meet more 
often. The export-import advisory com¬ 
mittees located at Bombay, Calcutta, 
Madras and New Delhi should be ener¬ 
gised and their discussions and re¬ 
commendations should receive greater 
consideration than hitherto. Radical¬ 
ism in foreign trade without a radical 
improvement in administration will 
prove disastrous to the country’s econo¬ 
mic development. 


Integration of Interest Rate Structure 


Tjii. MONETARY authorities have, for 
some time past, been keen on making 
a success of the bill market scheme 
which became eiTcctive from November 
1, 1970, and on increasing the velocity 
of circulation of available resources 
besides stimulating fresh savings. To¬ 
wards this end, large-sized industrial 
units have been exhorted to take ad¬ 
vantage of this scheme and draw up 
instruments which can be discounted 
on a reasonable basis and which Will 
lead to the effective absorption of sur¬ 
plus funds in the organised credit sec¬ 
tor. At the same time, it is also being 
examined how a similar approach can 
be adopted towards the problems re¬ 
lating to the mobilisation of resources 
by term-lending institutions and the 
creation of instruments which will be 
helpful in sucking new funds imothe 
credit system. 

Under the bill market scheme, short¬ 
term credits are sought to be financed 
through the creation of bills of exchange 
which mature generally within 90 days 
and the system of cash credits for pur¬ 
chase of goods and against book debts 
IS proposed to be abolished. It is 
hoped that, over a period, bills of ex¬ 
change will become popular and the 
cost of borrowing even reduced on 
account ofthc advantage arising out of 
a larger turnover by banks with the 
same volume of resources. 

Discount and Acceptance Houses 
have been functioning efficiently 
in the developed countries and 
the idea of evening out and 
eliminating excess liquidity in 
any part of the sector through 
investment in these instruments is in¬ 
deed laudable. But, if the scheme has 
not made satisfactory headway so far, 
it is due to a combination of various 
factors The govern.mcnt itself has been 
responsible for the soaking of the bank¬ 
ing system through the imposition of a 
higher liquidity ratio, the heavy finan¬ 


cing of procurement of foodgrains 
and the diversion of credit for new pur¬ 
poses. The grant of sizable loans to the 
stale electricity boards and others and 
• the immobilisation of large amounts 
in procured foodgrains, not to speak of 
heavier investment in government se¬ 
curities, were responsible for the un¬ 
precedented squeeze in the money mar¬ 
ket until the middle of March. 
The inter-bank call rale was at one 
stage quoted at 12 per cent in Bombay 
and Calcutta. 

When borrowing on a penal basis 
from the central banking institution 
was being efi'ected even at 15 per cent 
and high short-term rates prevailed in 
the open market, it cannot be expected 
that banks could make a success of 
the bill market scheme when it was 
lending at lOi and 11 per cent. The 
artificiality of short term rales has to a 
great extent disappeared as a result of 
the adjustments made by the central 
governinent in recent weeks and the 
casing of the pressure on the banking 
system from certain directions. The 
credit institutions also slowed down the 
grant ofloans to new classes of borrow¬ 
ers and even restricted credit limits to 
existing borrowers. As a result of 
these developments the abnormal 
situation in the money market has 
disappeared and the inter-bank call 
rate is quoting around 5J per cent 
in Bombay and Madras. 

it is necessary, however, to point out 
in this connection that even with a 
sharp decline in short-term rates in the 
past few weeks, there has been no im¬ 
provement in the liquidity of the ban¬ 
king system. In (act, even with a faster 
growth ofdepo^its and a slowing down 
m the growth of advances, the credit- 
deposit ratio is still quite high at 76 per 
cent and banks would be in difficulty if 
they were unable to borrow at conces¬ 
sional rates or at the Bank rate from 
the Reserve Bank against advances for 


priority purposes. The borrowings of 
scheduled commercial baiiks stood at 
Rs 205 crores during the week ended 
May 14. 

These facts should not be 
taken to mean that the bill market 
scheme has not been properly con¬ 
ceived or it cannot be made a success 
at any stage. The facts have been cited 
only to draw attention to tfie difficulties 
in the way of evolving a properly integ¬ 
rated structure of interest rates when 
the government and the Reserve Bank 
of India are not thinking properly and 
are even sonietimes working at cross 
purposes. While it is generally agreed 
that the difficulties of the banking sys¬ 
tem have been needlessly complicated 
by the anxiety of the government 
to secure its needs and those of public 
bodies on a cheaper basis, the Reserve 
Bank also has not sufficiently realised 
that it has added to the confusion by 
allowing some banks to issue partici¬ 
pating certificates. These certificates 
have in effect meant the mobilisation of 
deposits through the payment of higher 
interest rates in contravefition of the 
agreement on deposit interest rates. 

When there is no excess liquidity in 
the banking system and industrial untt>’. 
are also over-extended, the desired pro¬ 
gress can be made only with a regu¬ 
lation of trade practices compelling 
payments of bills within 60 dtiys and the 
offer of incentives for saving and invest¬ 
ment. Above all, mere availability of 
incentives will not have the desired 
effects as there will have to be a growing 
volume of production and incomes. 

In two or three years from now a 
favourable climate may develop if 
there are no unexpected happenings 
in the agricultural situation and there 
is continued improvement in the 
industrial sector. In the meantime, it 
will be necessary to integrate the intc- 
terest rate structure as there is no justi¬ 
fication for having a wide spread of 
over 5i per cent between average 
deposit rates and average lending rates. 
The incorrectness of the policy of the 
Reserve Bank has been exposed by 
the latest developments and it 
would now appear that the major 
banks arc intent on maintaining inte¬ 
rest rates at a high level not for dis¬ 
couraging borrowi ng for unproductive 
purposes but for mainly financing the 
heavy expenditure now being incurred 
on the opening of new branches and 
for providing against large bad debts 
that may have to be incurred through 
unscientific and indiscriminate lending 
to new classes of borrowers. 

When there is such a big spread bet¬ 
ween average deposit rates and average 
lending rates and short-term rates are 
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uttduty high, the suggestion made hy the 
Ramattuiam Committee, appointed hy 
the Reserve Rank, for creating term 
instruments cannot be satisfactorily 
impleihented. If }nediuin<’tenn and 
long-term loans have to carry rates of 
interest which are higher than those for 
short-term credits and differential rates 
are also to be adopted in the bai^ain, 
it may become necessary to charge a 
minimum rate of 12 to 14 per cent for 
commercial purposes. This develop¬ 
ment. if it comes about, will clearly 
have harmful effects and upset the cal¬ 
culations of industrial units especially 
when the incidence of direct taxation is 
very heavy. The Ramanujam Commi¬ 
ttee was aware of the complication that 
would arise as a result of a strict imple¬ 
mentation of its reconunendations and, 
therefore, suggested that while creating 
term instruments the buyer should also 
be given the attraction of acquiring 
these instruments along with parcels 
of industrial securities held the term 
lending institutions on a profitable 
basis. How this proposal could be im¬ 
plemented, without leading to abuses has 
not been explained. It is also not 
correct to say that a diversion of funds 
to non-banking institutions is undesir¬ 
able or can be prevented by the offer 


Hindustan Lever 


The tradition of most modern 
busybodies today seems to be to 
brand everything and everyone 
they do not like,' even if it be 
for some personal reasons, as bad and 
undesirable to the entire nation. 
Take, for example, the attitude of the 
Young Turks — why, of the union 
government itself—to big and foreign 
businesses. Stated simply, according to 
them, everything big is bad, every¬ 
thing foreign Is bad and so both must 
be cribbed, cabined and confined, if 
not eliminated altogether. This sureiy 
is neither fair to all big or foreign 
businesses, nor to ourselves for that 
matter. And we are certain that 
this would be the considered verdict 
of even the Young Turks or others 
of their line of thinking if they only 
cared to take note of the social audit 
of Hindustan Lever Ltd in the sixties, 
a refreshingly welcome exercise that 
formed the theme of this year's speech 
by the company's chairman, Mr V.O. 
Rajadhyaksha. It is Mr J.R.D. Tata, 
we believe, who first broached the idea 
of such social audit, although Hindus¬ 
tan Lever has walked away with the 
honours for being the first to expose 
itself to it. 

At the outset, we must have certain 
guidelines for every exercise in social 
audit. For instance, any conqsany. 
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of market rates for discounting term 
instruments. It is ovet looked that the 
non-banking companies have been com¬ 
pelled to offer higher rates of interest 
on deposits accepted ,hy them wily 
because they have not been able .to get 
the required quantum of credit from 
their bankers. 

Besides, in so far as fimds are held 
in a recognisable form in the organised 
sector and there is no excess liquidity 
anywhere, the creation of instruments 
by themselves cannot lead to an ex¬ 
pansion of the base of the money oi 
capital markets unless there is a con¬ 
genial atmosphere in which there can 
be a faster generation of savings and 
their utilisation for productive pur¬ 
poses. Immediately, the popularity 
of short-term bills of exchange and 
term instruments with longer maturity 
can be ensured only if special efforts 
are made to evolve a properly integ¬ 
rated interest rate structure and there 
is no compartmental thinking. The 
inherent contradictions in monetary 
policies and the government’s approach 
to its own problems should be elimina¬ 
ted while new steps are taken to hasten 
the process of monetisation of the 
economy and encourage saving and in¬ 
vestment. 


and Social Audit 

especially if it is a leading one or if it is 
owned and/or controlled by foreigners, 
to be able to get a clean chit from a 
rigorous social audit, must produce to 
its maximum installed capacity quality 
goods and at the most economical cost, 
distribute these goods as widely as 
possible — both inside the country and 
outside—and at a reasonable price, 
earn enoi^h profit to meet its obliga¬ 
tions to its owners (shareholders), to 
the exchequer (tax authorities) and to 
itself (the company). At the same time, 
it must take care of its neighbours and 
environments and make contribution to 
their betterment in every conceivable 
way — better living standards, better 
sanitation, better educational and 
health facilities; in other words, make 
its contribution socially and culturally. 
It must also take the responsibility to 
lift the smaller units of the industry 
and ancillaries. 

Hindustan Lever’s business has been 
mainly in household consumer goods 
such as Dalda (a term which is broadly 
applied to all vanaspati). Sunlight, Life¬ 
buoy, Surf and Vim. Rarely have the 
people of our country conqtiained about 
the quality or price, or non-availability 
of these goods, thanks to the trained 
marketing organisation built up over 
the years. Mr Rajadhyafcsba’s claim on 
this count — “in the fidd of distribu- 
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tiou, we have created a network which 
is not only efficient and eoonontical, 
but which was one of the first to penet¬ 
rate <teep into the countryside using 
methods and equipment which were 
new to the country" -r- will not, there- 
lorc, be Kriously disputed by anyone. 
So too his statement that "we have de¬ 
voted much attention to the use of re¬ 
sources in order to provide the con¬ 
sumer with the highest value for her 
^ney”, as Witness the significant re¬ 
duction in the man-hours required to 
produce a tonne of soap from 40 to 
27. as also in the wastage of materials 
and services, all of which have 
materially contributed to cost 
reduction. 

Hindustan Lever’s export perfor* 
mnee also has been good. It might 
have been better still but for the fitn 
on exports of refined ediUe oils and 
vanaspati following the devaluatiwt of 
the' ruMe. However, it is noteworthy 
that, by exporting non-traditional 
Items also exploring new markets 
mixes to people of 
Indian origin overseas and synthetic 
detergents to the USSR), the company 
could export goods worth Rs 4.8 erwes 
in 1970. 

Import substitution also is as 
important as exports to a country with 
a persistent adverse balance of pay¬ 
ments such as ours. It is to the credit of 
Hindustan Lever that, by producing 
popularising synthetic detergents, 
it could Mve imports of oil of over three 
crores of rupees required to produce an 
equivalent quantity of soap. According 
to Mr Rajadhyaksha, this figure can go 
up to six crores of rupees or even 10 cro¬ 
res of rupees per annum in less than the 
next three years, if, by then, the alky¬ 
late which is one of the main raw mate¬ 
rials for detergents, is manufactured in 
the country. 

There is so much talk these days of 
agro-industries and agricultural ex¬ 
pansion work, but hardly any notice is 
taken of some excellent work in these 
fields by enlightened sections of the pri¬ 
vate sector such as Hindustan Lever. In 
association with the Vanaspati Manu¬ 
facturers' Association, this company 
has not only pioneered, but stimulated 
interest in others also in the production 
of better seeds and improved agrmiomic 
practices for growing groundnuts in 
many parts of the country. Hindustan 
Lever is also the largest user of cot¬ 
tonseed oil, as it has developed techni¬ 
ques for its use in vanaspati. it is thus 
largely responsible for diverting cotton 
seed from its relatively uneconomic 
use as cattle-feed. But cattle are not 
forgotten either, as the company has 
played a major role in developing an 
organised animal feed industry in the 
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country which can olTcr as nutritious 
feed as cotton seeds. 

It is not often that the governAent,’s 
decisions arc translated into action 
promptly. There is, for example, the 
.suggestion thill the government should 
appoint a National Commission for 
Oils and Fats to suggest the means by 
which the output of indigenous vege¬ 
table oils can be increased at such a 
pace as to allow supply to catch up 
with demand. Everybody is agreed this 
is a splendid suggestion, but contrast 
this with the time the government has 
been talcing .to process the oJfer of 
Hindustan Lever to .set up and run a 
modern palm oil plantation in the 
Andaman Islands, where, we are told, 
it is possible to obtain very high 
yields of oil. In this case, the company 
has access to unrivalled knowledge 
and experience by reason of its inter¬ 
national associates. What is needed is 
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prompt and purposeful action cm the 
part of the powers that be. 

Two co.ifributions of Hindustan Lever 
to our agro-industries must be noted. 
One is at Ghaziabad, where the com¬ 
pany has put up the first unit in this 
country using a unique process for 
dehydrating peas, apart from helping 
farmers to improve the yield and qua* 
lity of their pea crops. The second is 
the initiative taken by Hindustan Lever 
in collaborating with tea estates in 
Assam to cultivate citronella oil, a 
hitherto imported essential oil, in 
commercial quantities. 

In the field of research and develop¬ 
ment and building up a trained cadre, 
both at professional managerial level 
and at non-management level, Hindus¬ 
tan Lever has distinguished itself credi¬ 
tably. Its role in the assistance and de¬ 
velopment of institutes of administra- 
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tioD and managemeat also is com* 
mendable. Its future progtamirie (for 
the seventies) formulated in coiribtmity 
with the government’s new industrial 
policy too is unexceptionable. But what 
is unfortunate is that all these and mwq 
would have been possible, provided 
bigness or foreigners were not hrid to 
ransom just to propitiate a particular 
political ideology. Mr Rajadhyaksha 
has ably brought out the positive ad* 
vantages of being able to draw on his 
company’s international associates and 
using its existing plant facilities to the 
maximum extent, but the government's 
new policy is an avoidable t impediment. 
Since every rule is said to have an ex¬ 
ception, why not the government make 
exceptions of at least those industrial 
undertakings, whatever their size or 
nationality, which pass the social audit 
test? If need be, the government itself 
could evolve the guidelines for such a 
social audit test. 


RECORDS AND STATISTICS 


A Quarterly Bulletion of "Eastern Economist", this publication surveys 
important developments in each quarter in the various fields of the 
national economy as well as in the world economy, organizes its mate¬ 
rial in a convenient form and illustrates it with diagrams, graphs and 
charts. Its features are a business roundup, an analysis of markets and 
an investment supplement. 

The Bulletin averages 64 pages and is priced at Rs 4 per copy. 
The annual subscription Is Rs. 16. 

Inquiries regarding subscription and advertisements may be 
addressed to: 


The Manager, 

The Eastern Economist Ltd, 
Post Box No. 34, 


New Dolbi'l. 
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anooiiiices 

a drastic reduetioii in Safes! 


Alr-India offers heavy reductions under our 
Affinity Group Travel Scheme. For many sectors, 
the reduction amounts to over Rs. 2000/>. 

What is an affinity group? 

It is an association that has been in existence 
for 6 months prior to travel with n common 
objective or activity other than travel. In case of 
travel to the Americas the association must be 
of at least two years standing. 


and the Rotary Club, sports associations, gym» 
khanas, choirs, dramatic and musical groups etc.' 
Minimum requiremanls: 

If you are a member of any of the above affinity 
groups for a minimum period of 6 months prior 
to travel you may be entitled to the reduction. 
You have to travel together throughout your - 
journey and your group should not be smaller 
than 15 persons. 


Examples: Educational institutions iike schools 
or colleges of Arts, Music. Science, Engineering 
Medicine, Catering; professional groups like 
associations of lawyers, physicians, surgeons, 
pathologists, teachers, artists; clubs like Lions 


Besides the large reduction under our Affinity 
Group Scheme, Alr-India gives you that extra 
something, if you haven't been abroad in the 
past 3 years. 

Subject to approvat of all Govts. 




AFFINITY GROUP FARES (All fares in Indian Rupees) 

TO 


BOMBAY 

CALCUTTA 

DELHI 

MADRAS 1 



Normal 

Affinity 

Normal 

Affinity 

Normat 

Affinity 

Normal 

Affinity 



Return Fare 

Return Fare 

Return Fare 

Return Fare 

Return Fare 

Return Fare 

Return Fare 

Return Ears 

AMSTERDAM 


5984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 

FRANKFURT. 


5984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 • 

PARIS . 


5984 

4189 

6732 

4713 

5984 

4139 

6650 

4655 

PRAGUE . 


5984 

4189 

6732 

4713 

5984 

4189 

665Q 

4655 

GENEVA/ZURICH ... 


5895 

4127 

6646 

<!C53 

5895 

4127 

6561 

4583 

ROME . 

... 1 

5233 

3664 

6027 

4219 

5233 

3664 

5399 

4130 

MOSCOW Direct via DELHI 


4986 

3491 

5633 

3044 

4938 

3457 

5652 

3857 

" via MIDDLE EAST/EUROPE 


7704 

5393 

. 8498 

5949 

7704 

5393 

8370 

S8W 

LONDON . 


6070 

4249 

6821 

4775 

6070 

4249 

6736 

4716 

NEW YORK. 


mo 

5603 

9615 

5963 

9210 

5603 

9615 

5863 

KUALA LUMPUR ... 


2915 

2041 

2207 

1545 

2736 

i916 

2339 

1638 

NANDI . 


8649 

6055 

8073 

5:52 

8649 

6055 

7987 

5581 

PERTH . 


6133 

4294 

55S1 

3393 

6133 

4294 

5471 

3830 

SINGAPORE. 


2915 

2041 

2363 

1670 

2915 

2041 

2339 

• 1638 

SYDNEY . 

• ** 

7015 

4910 

6441 

4509 

7015 

4910 

6354 

4448 

TOKYO . 

• « * 

5012 

4139 

5206 

3645 

5604 

3923 

5427 

3799 


for full ieiails onff a list of Mae 
atation s to whicb thaaa faraa appiy^, 
posi this coupon to mif of our 
$6 offken heated closest toj/ou 
orr^uf Tiaeel ApeoU 


r 

I 

I 

I 

I 


Kindly send me your free literature on the Affinity Group Travel Scheme. 


Naiae;^. 

Member ofi. 
Address:.... 


I 

I 
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What 
withstands 
high heat 
at low cost! 




Linings made 
with 

CALUNDUM - 
High Alumina 
Refractory 
Cement and 
Refractory 
Aggregate 










* Hydraulic setting, rapid hardening 
""Provides {oinMree furnace linings 
" Reduces labour costs 

* Adaptable to all contours 

* Eliminates air Infiltration 


A product of intensive research and tests, 
Calundum can also be used for monolithic 
castings and repairs in refractory constructions. 

For your requirements contact the nearest branch of 
THE CEMENT MARKETING CO. OF 
INDIA LTD. or their Distributors. 


^/f/*TNE ASSOGUTED CESENT COaMNIEt ITD. 

VAa Sr The Cement Marketing Company of India Ltd. 


^ACC 


youv 
guarantee of 
top quality 
products 


... • everesViOBT/ACC 
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Rubber Producers Face a Crisis 

CCONOMICIAN 


Although the idea of an Asian Com¬ 
mon Marjcet (or on a smaller scale 
the South-East Asian Common Market) 
has yet to take a formal shape, a trend 
seems to have already set in to make 
efforts for effectively tackling the prob¬ 
lem affecting the major products of 
some of the developing nations of this 
region. 

An Asian Coconut Community has 
already come into being. Much head¬ 
way has been made in the formation 
of the Indo-Ceylon Tea Consortium. 
A Pepper Community comprising 
Malaysia, India and Indonesia has 
been mooted. The latest to this list 
of commodity unions is the Associa¬ 
tion of Natural Rubber Producing 
Countries constituted in October last. 


for the bulk of the world consumption 
of natural rubber. The share of deve¬ 
loping countries too has been going 
up in recent years. Thus, their total 
consumption expanded from 253,000 
tonnes in 1961-63 to 440,000 tonnes 
in 1970. The trend of utilisation in 
centrally planned economies has, how¬ 
ever, bem erratic. During 1961-63 
these countries absorbed as much as 
534,000 tonnes, which rose to 718,000 
tonnes in 1969, coming down to 
685,000 tonnes in 1970. 

The two major producing countries, 
namely Malaysia and Indonesia, ac¬ 
count for the bulk of world exports of 


967 

natural rubber, Malaysia alone shipp¬ 
ed 1.340 million tonnes in 1970 out of 
the world shipments of 2.975 million 
tonnes, followed, by Indonesia with 
730,000 tonnes. The export earnings 
received by these two countries were 
S550 million and $205 million, 
respectively. The fluctuations in the 
prices of this commodity therefore 
adversely affected the economies of 
tliese countries. 

What is, however, noteworthy is 
that although the volume of exports 
estimated for 1970 is about 35 per cent 
higher than that of J 962-63, foreign 
exchange earnings fetched would 
roughly amount to those of the early 
sixties, thanks to the fall in the price 
of the commodity in the international 
markets. Besides, earnings fluctuated 
from year to year owing to wide price 
movements. 

A major reason for the falling trend 
in prices is that in recent years natural 
rubber had to fece competition from 


Tablh I 


The difficulty facing the natural 
rubber producing countries is the secu¬ 
lar downward trend in prices combined 
with occasional fluctuations. After 
a prolonged failing trend lasting eight 
years, prices in early 1968 touched the 
lowest level since 1949. But in August 
1969 the price of rubber spurted to 
31 cents per lb, about 80 per cent 
higher than that of January 1968. 
And one year later, in August 1970, 
prices drifted downward and 
virtually to the level reached in 
1968 and they have not yet recovered. 
This is the background against which 
the new association has been mooted. 
The aim is to promote a joint marketing 
system and procure better prices for 
the producing countries. 

Consumption Keeps Pace 

Table I provides a profile of the world 
rubber economy. It will be seen that 
the production of this commodity has 
gone up from 2.126 million tonnes in 
1961-63 to 2.925 million tonnes in 
1970. Two major producing countries, 
namely, Malaysia and Indonesia, have 
increased their combined share from 
1.482 million tonnes to 2.080 million 
tonnes during this period. The trend 
of utilisation has kept pace. Thus, 
the world consumption of this commo¬ 
dity rose from 2.231 million tonnes in 
1961-63 to 2.975 million tonnes in 
1970. 

The developed countries absorbed 
1.850 million tonnes in 1970. included 
in this group are such countries as the 
USA, Japan and the UK which account 


A PROFILE OF WORLD RUBBER ECONOMY 


1961-63 

1964-66 

1.968 

1969 

1970 

Prelimi¬ 

nary 

estimate 


(Thousand tons) 



Production 

Malaysia 

833 

950 

1,100 

1,279 

1,320 

Indonesia 

649 

694 

752 

739 

760 

Other developing countries 

644 

718 

783 

831 

845 

World 

2,126 

2,362 

2.635 

2,849 

2.925 

Utilization 

Developed countries 

1,414 

1,568 

1,742 

1,838 

1,850 

Centrally planned 

countries 

564 

555 

715 

718 

685 

Developing countries 

253 

310 

393 

399 

440 

World 

2,231 

2,433 

2,850 

2.955 

2,975 

Exports 

Malaysia 

821 

924 

1.114 

1.292 

1,340 

Indonesia 


671 

729 

717 

730 

Other developing countries 

.566 

611 

655 

689 

710 

World 

2.020 

2,206 

2.498 

2,698 

2.780 

End-year stocks : world total 

710 

785 

878 

958 

960 

Deliveries from strategic 

.stockpiles 

64 

128 

74 

35 

20 


Prices (US cents per kg) 

RSSI (c.l.f. New York) 

61.97 

54.97 

4.t.74 

57.75 

47.00 

Value of exports 

Malaysia 

462 

453 

(Million OS $) 
427 

640 

550 

Indonesia 

289 

229 

203 

235 

205 

Thailand 

99 

95 

79 

125 

no 

Other developing countries 

36 

25 

24 

208 

180 

World 

1,055 

977 

850 

1,208 

1.045 


Source: FAO. 



9«8 


EASTERN ECONOMIST 


June 4* 1971 


synthetics (see Table 11). True, in abso¬ 
lute terms production and consumption 
of both went up, but the grovUh rate 
was low in the case of natural rubber. 
Thus, the world consumption ot the 
two taken together registered an ad¬ 
vance of 120 per cent between 195S-5,7 
and 1967-69. However, while total 
usage of synthetic rubber rose by 230 
per cent during that period, consump¬ 
tion of natural rubber increased by, a 
little over 40 per cent only. 

The share of natural rubber in total 
consumption declined from about 60 
per cent in niid-fifiies lo^ about one- 
third towards the end of the sixties. 
The penetration of synthetic rubber is» 
due to many factors. The consumer 
preference for synthetics keeping in 
view the modern trends and fashions, 
straiagic reasons for lessening depen¬ 
dence on imports, relative price ad¬ 
vantages, etc. can be cited as the im¬ 
portant factors. 

Inroad by Synthetics 

The producing countric.s are aware 
of this inroad of the synthetic pro¬ 
duct. Constant efforts are being made 
to improve production techniques and 
to raise the average yield so as to com¬ 
pete with synthetic producers and to 
arrest the declining trend in prices. 
Tn the recent past new processing and 
marketing methods have been adop¬ 
ted. Quality and appearance of the 
product have been successfully im¬ 
proved. 

For instance, under the Standard 
Malaysia Rubber Scheme (SMR), in¬ 
troduced in 1965, certain specific tcchni- 
nical qualities and performance arc 
guaranteed. The traditional method is 
thus being replaced b> modern scienti¬ 
fic grading. The SMR scheme is com¬ 
bined with several new primary pro¬ 
cesses. the most important being the 
Hcvcacrumb process, which converts 
the coagulum into particle.^ by treat¬ 
ment with non-compatible oils. The 
resulting product is more adaptable 
and cheaper than the smoked sheet. 
The impact of this development can be 
realised from Tabic 111 m the case of 
Malaysia. Thus, from about two per 
cent of the total exports, the share ol 
Hcveacnimb is cxpccled to go up to 
35 per cent in 1975. 

The fortunes of the natural rubber 
producing countries are not easy to 
forecast, the most important factor is 
the cost and price relationship between 
natural rubber and its competitor, the 
synthetic. Since these two types of 
rubber are technically interchange¬ 
able, the remaining diflerence may be 
overcome in due course. The level and 
paltein of consumption will bo dic¬ 


tated by the relative price and the 
availability of each type of rubber. 
So far, polyisoprene has also been avail¬ 
able in limited quantities and the cost 
of production is high, thanks to tech¬ 
nical problems in the production of 
isoprenc monomer. 

Two possibilities can, however, be 
visualised. One. a technical break¬ 
through in the production of isoprenc 
monomer would brii^ down cost of 
polyisoprene production substantially, 
thus causing great harm to the natural 
rubber producing countries. Two, this 
technical breakthrough may not occur 
in the near future, say till 1980. At the 
same time, the newly developed yield 
stimulation technique on natural rub¬ 
ber trees may gain further momentum. 
This technique on natural rubber will 
drastically reduce the cost of produc¬ 
tion. Such a possibility may discourage 
polyiwsoprene producers to invest fur¬ 
ther in polyisoprene capacities, leaving 
a substantial share of the market to 
natural rubber. 

This is precisely the most important 
task on which the Producers’ Associa¬ 
tion will have to concentrate its atten¬ 
tion. How far its efforts will succeed 
in arresting the inroad of synthetics 
so as to ensure the development of na¬ 
tural rubber on modern lines is a ques¬ 


tion which catmot be given any cate*- 
gorical answer in either way. All the 
same the issues before the producers 
are clear and as such they can chalk 
out a programme of action.* The pro¬ 
gress and the results of these action- 
oriented programmes will be watched 
with considerable interest by the con¬ 
suming countries as well. 

Table III 

EXPORTS OF HEVEACRUMB 
FROM MALAYSIA 


Hcvcacrumb Percentage 
of 

i^ear (in 000 Hcvcacrumb 

tonnes) in total 
exports 
of 

rubber 


1965 

0.4 

. , 

1966 

6.1 

0.5 

1967 

18.3 

2 0 

1968 

82.0 

7.0 

1969 

140.0 

11.0 

1970 

200.0 • 

15.0 

1975 

(planned) 

620.0 

35 0 


Source: 

FAO 


Table II 

SYNTHETIC RUBBER PRODUCTION, CONSUMPTION AND EXPORTS 

(Thousand tons) 


1961-63 


Production 

Developed countries 2,240 

Centrally planned 
countries 525 

Developing countries 17 

World 2,782 

Utilisation 

Developed countries 2,039 

Centrally planned 
countries 548 

Developing countries 108 

World 2,695 

Exports 

Developed countries 595 

Centrally planned 

countries 88 

Developing countries 
World 683 

End-year stocks 482 


1964-66 1968 1969 1970 

prelimi¬ 

nary 

estimate 


3,012 

3,836 

4,327 

4,650 

760 

910 

985 

1,100 

60 

141 

158 

180 

3,832 

4.887 

5.470 

5,930 

2,779 

3,571 

3,940 

4,140 

781 

905 

972 

1,100 

203 

327 

365 

410 

3.763 

4.803 

5,277 

5,650 

820 

1,026 

1,148 

1,280 

98 

136 

139 

145 

8 

1 

4 

5 

926 

1.163 

1,291 

1,430 

620 

760 

910 

1.050 


Source: FAO 
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THE PmSURE OF 001 COM PANT 



Enlightened industrialism ha» become an on remuneration and benefits received. From 
NRC tradition. And the spirit of employee housing to medical care, from schooling to 
welfare, a constantly motivating force. No recreation, an NRC employee receives careful 

less"'than 8.000 penons are housed in NRC’s company attention. But even more than this 

vast and impressively maintained factory quantum of actual benefits, is the real benefit 

colony at Mohone, while as many as 24,000 an NRC employee receives—of good talent 

dependents are supported by NRC employees well rewarded. 


winniiaMmeaiiniim 

EWART HOUSE. MUCE STREET. BOMBAY I. 


NRCfB 

COMPINY WELFARE 
ACTIVITIES 
HELP 8000 DAia 


MhI77 
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Keeping temperatures 

under control 

# # ^ 

T6i HIISwio • 

Or is yours 
another problem? 


f 

SISMiJiS 




Keeping a close watch on invisible ingredients, measuring 
intangibles—that is the paradoxical process involved in 
fertiliser production. For, if there is a variation in the proportion 
of the gases or if the combustion is not earned out under the 
most accurate conditions, the volatile substances may 
change character and become something entirely different! 

Control is paramount. And Siemens have a sophisticated 
system of instruments that automatically checks, analyses, 
measures and regulates every stage of the process. 

Siemens experience of working under high pressure, of 
handling explosive situations'*and, of course, keeping 
those rising temperatures under control—is the reason why 
Rourkela Fertilisers, Neyveli Fertilisers, Sindri Fertilisers and 
FACT Cochin yield the electrification of their projects so 
confidently to us! 

Whether it’s fertilisers, sugar, mining, textiles, steel or cement, 
a Siemens projects division engineer is thoroughly 
conversant with the technology, processes and machinery of 
the industry he handles. 

And he is backed by a chain of specialists. Siemens research 
in Germany helps us design sophisticated products to meet 
the needs of the future. Our manufacturing plants m India 
give us products tailored to indigenous requirements. 

Our erection department translates into reality the plans 
conceived by the project engineers, dovetailing with the 
plant's over-all installation and commissioning schedules. 

Siemens are at home in modern industry—with electricals that 
form an integral part of its technology... electricals that 
are the pulse beat bf the project. 



Instrumentation Control Panel tor Neyveli Lignite Corporation, Portillstr Plant 


Siemens India Ltd., 

Head Office: 

134 A Dr. Annie Besant Road, 
Bombay ]8 WB. 



Then talk it over with Siemens 
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from the press gallery 

Heavy Dose of New Taxation 

OUR PARLIAMENTARY CORRESPONDENT 


. NEW DELHI, Saturday. 

In line with the ruling party’s mid¬ 
term poll manifesto, the union Minister 
for Finance, Mr Y.B. Chavan, has come 
down with a heavy hand on the more 
affluent sections of our society. Present¬ 
ing his budget proposals for the current 
financial, year yesterday, he not only 
enhanced direct taxation on this sec¬ 
tion but also selected a number of 
items going into the consumption of 
these people for a fairly large dose of 
indirect levies. 

The additional taxation which Mr 
Chavan proposed will net in a full 
year over Rs 275 crores. During the 
current financial year, the accrual will 
be of the 6tder of Rs 220 crores. In 
this, the states’ share will be in the 
neighbourhood of Rs 43 crores. The 
union exchequer will receive nearly 
Rs 177 crores. 

The budget estimates for the current 
year without additional taxation show¬ 
ed an overall deficit of Rs 397 cro.-cs. 
The taxation proposals will bring down 
this deficit to Rs 220 crores. This is 
the quantum of deficit financing en¬ 
visaged this year on central govern¬ 
ment account. 

The revenue account receipts, 
before new taxation, are estimated at 
Rs 3,562 crores and expenditure at 
Rs 3,587 crores. On the capital ac¬ 
count, the receipts are placed at Rs 
2,024 crores, as against an expendi¬ 
ture of Rs 2,396 crores. The expendi¬ 
ture on the current year’s Plan has been 
stepped up by Rs 155 crores. The 
budget makes a provision of Rs 60 
crores for East Bengal refugees and 
Rs 25 crores for a scheme for provide 
ing relief to the educated unemployed. 

The following are the highlights of 
Mr Chavan’s taxation proposals: 

Dinect Taxes 

(i) In the field of personal income- 
tax, the rate of surcharge in the case of 
individuals as well as Hindu undivided 
families has been increased from 10 per 
cent to tS per cent provided the total 
income exceeds R$ 15,000 per annum. 

(ii) The deduction from long-term 
^ins allowed in computing the taxable 
income of non-corporate assessees has 
been reduced from 45 per cent to 35 
per cent where such gains relate to 
lands and buildings^ and from 65 per 


cent to 50 per cent in respect of other 
capital gains. 

(iii) The incidence of tax on long¬ 
term capital gains has been increased 
in the case of companies as well. This 
increase has been brought about by 
raising the rates of tax from 40 per cent 
to 45 per cent in respect of gains re¬ 
lating to lands and buildings and from 
30 per cent to 35 per cent in respect 
of other gains. 

(iv) Taxation on slabs of net 
wealth above Rs 15 lakhs will now at¬ 
tract a uniform. rate of tax of eight per 
cent. Also, for purposes of taxation, 
the first Rs one lakh of wealth in the 
case of all individual assessees and the 
first Rs two lakhs fo: Hindu undivided 
fam.ilies will be included in net wealth. 
Exemption in respect of approved 
financial investments, owner-occupied 
house and agricultural assets will, of 
course, continue. The cxc;mntion from 
wealth tax currently available for 
household jewellery and for shares 
forming part of initial capital issues 
has been withdrawn. In the case of 
conveyance, the exemption will now 
be lim.ited to Rs 25,000 in the 
aggregate. 

(v) The existing provision in the 
Wealth Tax Act e.xciuding from aggre¬ 
gation the assets transferred by an 
individual to the spouse or minor child¬ 
ren has been done away with. A sim.i- 
lar provision has been made in res¬ 
pect of conversion of assets of indivi¬ 
duals into those of Hindu undivided 
families. 

(vi) Conversion of the separate pro¬ 
perty of an individual into property 
belonging to a Hindu undivided family 
has been brought within the ambit of 
gift tax. 

Taxation of Companies 

(vii) The rates of surtax on com¬ 
pany profits have been increased from 
25 per cent to 30 per cent in the case 
of chargeable profits in excess of 15 per 
cent of ihccapital- The rates of taxation 
on the ordinary income of companies 
are being maintained at existing levels 
except for the rates on capital gains. 

(viii) No development rebate in 
respect of new investment will be allow¬ 
ed on ships acquired or machinery 
or plant installed after May 3!, 1974 — 
from the fifth Plan opwarda. 

(ix) At present, in the case of new 
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industrial undertakings, ships and ap¬ 
proved hotels, profits up to six per cent 
of the capital employed are en¬ 
titled to tax exemption for a period of 
five years. In calculating this limit of 
the capital for purposes of tax exemp¬ 
tion, debentures and long-term borrow¬ 
ings will be excluded. 

(x) The special tax exemption en¬ 
joyed by priority industries is to be 
brought down from eight per cent to 
five per cent of thcii profits. In addi¬ 
tion, the list of priority industries is 
to be shortened by excluding alumini¬ 
um, m.otor trucks and buses, cement 
and refractories, soda ash, petrochemi¬ 
cals and autombile ancillaries. 

(xi) The deduction of income up to 
Rs 3,000 in the aggregate from in- 
vestm.ents in specified financial assets 
which was provided for last year will 
from now on be admissible only to 
individuals and Hindu undivided fami¬ 
lies. 

(xii) The concessional tax treatment 
of dividends received by foreign com.- 
panies from, a closely-held Indian com¬ 
pany engaged in a priority industry 
will be discontinued the foreign com¬ 
panies will be subjected to tax on such 
dividends at the usual rate of 24.5 per 
cent. 

(xiii) To discourage paym.ent of high 
salaries and remunerations it has been 
proposed to impose a ceiling of Rs 
5,0W) per month on the remuneration 
of company em.pJoyecs which would be 
deductible in computing taxable profits. 
The existing ceiling in case of perqui¬ 
sites is Rs 1,000 per month. It is also 
proposed to reduce the tax deductible 
limits of daily allowance to employees 
while on tour. 

♦ 

Concessions in Direct Taxes 

(i) In the case of em.pioyces who 
own a motor-cycle or scooter or a 
moped, the deduction allowed for the 
computation cf taxable income is to 
be raised from Rs 60 to Rs 75 per 
m.onth. For others who do not possess 
any of these, the deduction will be 
raised from Rs 35 to Rs 50 per month. 

(ii) The quantum of deduction in 
respect of long-term savings through 
life insurance, provident fund contribu¬ 
tions, etc., has been substantially modi¬ 
fied. As a result of the change in the 
deductions allowed for conveyance and 
long-term, savings, an employee with an 
annual income of Rs 6,000 will be 
exempt from income-tax provided he 
saves at least Rs 400 in the approved 
form. 

(iii) The tax concessions for promot¬ 
ing development and ex^rt of technical 
know-how and technical services, which 
have been available only to companies* 
will now also apply to individuals* 
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Hindu undivided famities and part* 
nership firms. 

(iv) The special deduction of income 
up to Rs 3.000 from. investm,c'nts„in spe¬ 
cified financial assets available to indi¬ 
viduals and Hindu undivided fam.ilies 
would henceforth also cover interest on 
deposits with a co-operative society 
made by its m.cmbers. Moreover, the 
interest paid by a co-operative society 
to its ntembers on de^sits m.ade by 
them will be exempted from the re¬ 
quirement of deduction of tax at source. 

(v) Shares of mem.ber-deposits with 
a co-operative society will be regarded 
as approved investm.ents which are 
exempt from wealth tax up to Rs 1.5 
lakhs. But it is proposed to withdraw 
the exemption in respect of such invest¬ 
ments in the case of discretionary trusts. 

(vi) Co-operativc societies of workers 
or those engaged in fishing and allied 
activities will be exempted from tax on 
their entire busine.ss incom.e. Local 
authorities deriving income from the 
supply of water or electricity to villages 
outside their jurisdiction will be exemp¬ 
ted from tax on such incomes. 

Indirect Taxation 

(/) It is proposed to have five slabs of 
duty on cigarettes in place of the exist¬ 
ing three. The effect of the proposals 
is estimated to be marginal increase in 
the price of cheaper varieties of cigaret¬ 
tes (about three paise per packet of 
10 cigarettes) but much sharper in¬ 
crease for the more expensive varieties 
(8 to 40 paisc per packet of 10 cigerettes 

(/7) The additional excise duties on 
m^ium A and medium B varieties of 
cotton textiles have been stepped up 
from 4.8 paisc to six paise per square 
metre. The additional duty leviable 
on coarse cloth has been lounded off 
from 3.6 paise to four paise per square 
metre. As for superfine and tine cloth, 
the rates of additional excise duty are 
being raised to 25 paise and 15 paisc, 
respectively, per metre. 

(ifY) The duty on motor spirit has 
been raised by Rs 200 per kilolitre 
or 20 paise per litre. 

(/v) The duty on special boiling point 
spirits has been raised from Rs 45 
to Rs 845 per kilolitre. 

(v) An extra duty of Rs 100 per 
metric ton has been imposed on mineral 
turpentine oil. 

(v/) In the case of liquid petroleum 
gas, a spccilic duly of 25 paise per 
kilogram is to be imposed and the 
ad valorem duly of 20 per cent abol¬ 
ished. 

(17/) The rate of duty which at present 
obtains on lubricating stock oils and 
greases directly derived from refined 
ctroleiim would also now apply to 
iended lubricating oils, greases and 
calcined petroleum coke. 

Exemptions given to gases such 


as oxygen, chlorine, ammonia and 
refrigerant gases from excise duty 
have been withdrawn. But oxygen 
for medical use and ammonia i^ed 
i n the manufacture of fertilisers would 
continue to be exempted from duty. 

(v///) The basic duty on glassware 
has been raised to 20 per cent and that 
on sheet and plate glass to 15 per cent. 
Glass shells, glass globes and laboratory 
glassware have been left untouched. 
Tableware and china, which were left 
undisturbed last year, will now attract 
a uniform duty of 20 per cent. 

(ix) The evaporative type of coolers, 
which have hitherto been exempt from 
duty, will now be charged a duty of 
25 per cent but will be exempted from 
the payment of the special excise duty. 
Vacuum flasks, exempt till now, will 
have to bear a levy of 15 per cent ad 
valorem. 

(x) It is proposed to revise the duty 
on soap from the present effective 
rate of J 1.4 per cent to 15 per cent. 
Household and laundry soaps are being 
left untouched. 

(x/) The duty on latex foam sponge 
used extensively in the manufacture of 
foam mattresses has been doubled 
from the present rate of 20 per cent ad 
valorem. A similar levy will be im¬ 
posed on polyurethane foam as well as 
certain products made out it. The 
basic rate of duty on plates, sheets and 
strips of rubber is also being stepped 
up from 20 per cent to 25 per cent ad 
valorem. 

(x/7) The duty on crown corks and 
pilter proof caps is to be raised from 
one paise to two paise each. 

(x//7) Indirect taxes arc to be levied 
selectively on products and equipments 
used in agricultural operations by the 
richer sections of the peasantry. There 
is to be a duty of 10 per cent ad valo¬ 
rem on agricultural tractors. 

(x/v) Several new items have been 
introduced into the orbit of central 
excise taxation. They include per¬ 
fumed hair oil. shampoos lipsticks, 
pressure cookers, playing cards, 
zip fastners, photographic cameras, 
cinematographic projectors and lino¬ 
leum. The duty ranges from 10 (o 
25 per cent. 

(xv) Similarly, there is to be a levy 
on certain ready-made garments mostly 
purchased by the well-to-do. In order 
to protect the small manufacturers, this 
levy will be confined to ready-made 
garments manufactured with the use 
of power and sold under registered 
trade marks or brand names. 

(.VV7) An excise levy ha^been intro¬ 
duced on a number of producer goods 
and four more chemicals have been 
added to the list of excisable chemi¬ 
cals. 

(.vv/V) It is proposed to levy a duty 


of 10 paise per kilogram on maida 
produced by roller flour mills in the 
organised sector. 

(X 17 / 7 ) The Finance Minister also 
announced a few excise concessions 
designed to promote the use of minor 
oils in the maufacture of soap and 
provide some relief to the small and 
marginal units using powerlooms for 
manufacturing cotton fabrics. 

Import Duties 

(/) It has been proposed to leduce the 
number of import duties from the 
present seven rates to four. The new 
rates of duty are : 30 per cent; 40 per 
cent, 60 per cent and 100 per cent. 
All items of machinery now attract 
30 per cent import levy. This would 
mean a marginal increase of 2.5 
percentage points on project imports 
and reduction of duty by five per¬ 
centage points on machinery in general; 
this reduction would provide relief to 
smaller industrial units. Items such 
as agricultural machinery and imple¬ 
ments, dairy and poultry appliances 
would now attract duty at 30 per cent 
instead of 15 per cent 
(//) It is also proposed to bring un¬ 
der one rate of duty all similar items. 

(Hi) In order to remove an anomaly 
in import duties, which enabled the 
import of automobile components and 
dry fruits mostly by the affluent, the 
levy has been enhanced from ^ to 
to 100 p.:r cent. The duty on cloves 
has been increased from Rs 19 per 
kilogram to Rs 60. 

(/v) A a result of the realease from 
the General Agreement on Tariffs and 
Trade, changes in the import duties 
can now be effected. This oppor¬ 
tunity has been utilised to revise the 
duty on staple fibre excluding yam, 
raw wool, unwrought copper, zinc and 
pig lead. With a view to narrowing 
the gap between the prices of imported 
and indigenous tractors a 30 per cent 
duty on imported tractors has been 
proposed. A similar levy has been 
proposed on ear-lh-shifting machinery. 

OTHER MEASURES 

(/) A tax has been pro|wsed on 
foreign travel. It will be levied at the 
rate of 20 per cent ad valorem on all 
tickets purchased in rupees; tickets 
paid for in foreign exchange will be 
exempt. The only other major exemp¬ 
tion would be for students and scien¬ 
tists. 

P. & T. Tariffs 

There is to be an upward revision of 
tariff relating to registration fees for 
postal articles and telegraph and tele¬ 
phone rates. Items us^ by the less 
affluent potions of society like post 
cards, letter cards and letters have been 
left untouched. The registration and 
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pBxoel f«es im, teiog raisod by five 
paise and tea paise reiq>ectively for 
400 graiitiiies. Some mioor adjust- 
ntenis litve also been made in 
the charges for tdepams oonsistmg 
of moie than eight ^^rcb as well as 
the rentals for telephones, teleprinters 
and fdbx services. 

As could be expected, the upheaval 
In Bangla Desh, v^hich has led to an 
influx of over 3.4 million refugees into 
Assam, Tripura and West Bengal, 
caused grave concern to members in 
both the Houses. Ute opposition in 
the Lok Sabha was so agitated that 
It ^ve a notice of an adjournment 
motion to be discussed on the very 
first day of the assembly of the House. 
The Sp^er, however, refused permis¬ 
sion for the move. This led to a walk¬ 
out by all the m^r opposition 
groups in the House. The subject came 
up for discussion later on in both the 
Houses. 

It was feared by almost all the 
. members who participated in this dis¬ 
cussion, both m the Lok Sabha and 
the Rsyya Sabha, that the massive 
inflow of* refugees from Bangla Desh 
would cause severe damage to our 
economy. There was not only near- 
unanimous demand from the opposi¬ 
tion benches for the immediate recog¬ 
nition of Bangla Desh so that effective 
steps could be taken to tackle the 
problem, but also many from the 
treasury benches spoke in the same 
refrain. 

Patience Counselled 

Replying to the debate in (the Lok 
Sabha, the Prime Minister, Mrs Indira 
Gandhi, shared the concern of the 
participaiits in the debate over the 
situation in Bangla Desh, but coun¬ 
selled patience in the matter of its 
reoog ition. She called upon the 
world powers to intervene with a view 
to re-establishing peace and security 
in this strife-tom area. If the inter¬ 
national community failed to appreciate 
the critical nature of the situation, 
she feared, it might lead to disastrous 
consequences. 

The Lok Sabha members had their 
say on the railway budget (see details 
of the railway budget in the ‘Record 
and Statistics’ section). Many express¬ 
ed the view that this budget need not 
have been a deficit one if good care 
had been taken to curb extravagance, 
corruption and inefficiency. Fears were 
expressed that the proposed increases 
in freight rates would not only add to 
the inflationary tendencies in the eco¬ 
nomy but also lead to diversion of 
traffic from the railways to road trans¬ 
port. 

The Rajya Sabha adoj^ed this week 
the bill seeking to liberalise ^abortions. 
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automatic coupling device 

Thf governments of member countries 
of Ihc European Conference of Minis¬ 
ters of Transport (ECMT) -- Austria, 
Bdgium, Denmark, France, Federal 
Republic of Germany, Greece, Ireland, 
Italy, Luxembourg, the Netherlands, 
Norway, Portugal, Spain, Sweden, 
Switzerland, Turkey, United Kingdom 
and Yugoslavia — recently agreed that 
ail railway wagons used in international 
traffic should be simultaneously equip¬ 
ped with an automatic coupling device 
in order to help in vSpeeding the flow 
of international trafllc arid improving 
the operating efficiency of the Euro¬ 
pean railway system, which plays an 
important role in their long-term plans. 
The project also embraces the cast 
European countries, since it is being 
carried out in consultation with the 
^‘Organisation for Railway Collabora¬ 
tion (OSJD)'‘ - comprising, in Euro¬ 
pe: Albania, Bulgaria, Czechoslovakia, 
East Germany, Hungary, Poland, 
Rumania and the USSR — which re¬ 
presents the railway authorities of 
llwse countries. It now remains to 
decide the date for making the change¬ 
over, with due regard to the financial 
implications and to the benefits ex¬ 
pected from this first step towards auto¬ 
mation of the European railways. 

Dangerous Work 

Out of every 100.000 wagon shun¬ 
ters, four arc killed and 150 injured 
each year. Dangerous work of this 
kind i.s increasingly a thing of the 
past. The lutcrnalional Labour Orga- 
ni.salion has been concerned with thus 
since 1923 and recommends the adop- 
tior: of automatic coupling. Shunting 
is a hard and poorly paid job. and 
people prepared to do it are becom¬ 
ing increasingly .scarce as the years go 
by, especially in the highly industria¬ 
lised countries. 

The social implications of introduc¬ 
ing automatic coupling thus have a 
I:iearing on the economics of the pro¬ 
ject. Jt should also be borne in mind 
that automatically-coupled stock has 
a faster turn-round. Ihc time saving 
is even greater if the automatic coupling 
includes connections for air-brake 


hoses and electrical circuits. This is 
one of the advantages of the system that 
is being adopted by the ECMT count¬ 
ries compared with the systems applied 
in the United States of America and 
the Soviet Union. Automatic coupling 
in the United States dates from the 
beginning of the century; in the USSR 
it was introduced in the early thirties. 

Automatic coupling also paves the 
way for bigger train loads and increasing 
line capacity. The strength of the tradi¬ 
tional coupling is limited by the weight 
of its components that have to be lifted 
by hand. With automatic coupling 
there i.s no such limitation, and heavy 
freight trains can be made up to match 
the power of modern locomotives, seve¬ 
ral of which can, moreover, be coupled 
together to haul a train under the cont¬ 
rol of a single driver. 

Limitations to Speed 

The layout of the European railway 
network and the location of the areas 
in which primary products are produced, 
imported and consumed, are such that 
freight train loads in western Europe 
cannot be expected to attain the very 
high levels currently encountered in 
the United States and the USSR. 
Loads of this size also imply trains of 
such length that difficulties would arise 
in making them up and accommodating 
them in stations, factories and sidings. 
With the pre.senl infrastructure, these 
problems could not be overcome. On 
the other hand, a general increase in 
train loads — which might reach 6,000 
tons compared with 2,500 to 3,000 
tones today - will make possible a 
further rise in the saturation level of 
lins that are already technically 
equipped (in signalling, train control, 
and so onj for maximum output. 

Experts believe that the economic 
role of the railways will become more 
firmly established in the next few de¬ 
cades, though the frame of reference in 
which they operate may be different 
and though they may have to change 
their operating methods by applying 
new techniques. The larjger countries 
have been shaping their railway policies 
accordingly. The USSR is a case in 
point and the United States is another. 
Having allowed its railway system to 
decline, that country has now found it 
necessary to retrieve and modernise it. 
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In Europe, closer economic integratioii 
in the same direction is apparent. 

As it is so vitally importafit to obtain 
the maximum pe^ormance fromdnfm^ 
structure and rolling stock, the railways 
have strong inducements to automate 
their operations to an ever-increasing 
degree. This process is much easier for 
the railways than for any other means 
of transport. The full possibilities of 
automation cannot be exploited, how¬ 
ever without automatic coupling. Auto¬ 
mation is altogether incompatible with 
manual intervention (in this case also 
involving both risks and hardship) and 
modernisation of the railways inevi¬ 
tably calls for automatic coupling. 

The introduction of automatic coupl¬ 
ing must be seen in the context of trans¬ 
port economics in the broad sense. 
Profitability criteria based on quanti¬ 
fiable costs and benefits cannot bo the 
only yardsticks taken into account. 
Some of its expected advantagjes arc 
indirect and though non-quantifiable, 
none the less real: better working condi¬ 
tions, quicker service, possibility of dis¬ 
pensing with investment in other fields, 
because of the increasing potential of 
the railways, etc. 

II 

COST AND PROFITABILITY 

Initially, the economic implications 
of the project were studied for the 
International Union of Railways (UIC) 
by four national railway systems, Ger¬ 
man (DB), Swiss (CFF), Italian (FS) 
and French (SNFC). These four sys¬ 
tems together account for 70 per cent 
of the total rolling stock of the ECMT 
countries intending to introduce auto¬ 
matic coupling generally. (British rail¬ 
ways will only equip wagons intended 
for continental traffic, that is, up to a 
maximum of 10,000 when the Channel 
Tunnel is in use; the Spanish and Por¬ 
tuguese railways will only equip stock 
with interchangeable axles, or other¬ 
wise equipped for different gauges, to 
a maximum of 4,(X)0, and the Irish rail¬ 
ways do not intend to take part in the 
exercise. 

The study began by a cost estimate of 
the coupler as such. The figure arrived 
at was roughly 2.500 French francs per 
unit or 5,000 francs per wagon. The size 
of production runs has abearing on this 
point. If international agreement were 
reached on the grouping of orders and 
the adoption of purely economic ra¬ 
ther than national criteria, the cost of 
the coupler could be minimised. 

The nunibei of vehicles to be equip¬ 
ped was estimated by each of the four 



r^ways mmtioiied above aceordlogto 
its own nquimnant forecasts. TojudM 
the <»:d«r of magnitude of the expenm* 
ture reqiiirbd, altotnative assumptions 
were taken into acooimt; these differ 
on some aspects of the timing of the 
project and on some letdmicu points, 
but both provide for the simultaneous 
equipment of a first batch of existing 
rolling stock —apprcutimately one-half 
at Easter 1976. 

Once this initial exploratory stage 
was completed, the rate of return on 
the investment was calculated by a .simi¬ 
lar method for all the ECMT countries 
concerned, but in this case the approach 
was Afferent in that the purpose of the 
study was to evaluate the rate of return 
on the project for each of the alterna¬ 
tive dates envisaged for the introductoin 
of automatic coupling. 

These studies were intended to as¬ 
certain the most suitable date for pro¬ 
ceeding with the investment, due regard 
being paid to the particular situation of 
each railway, and more especially fiie 
composition and structure of its wagon 
fleet. In order to do this, the savings wd 
costs on both capital and operatii^ 
account that would accrue if automatic 
coupling, (a) were introduced, and (b) 
were not introduced had to be dis¬ 
counted by reference to different time 
scales., To give a fairly average exam¬ 
ple the Swiss calculations show a return 
of 5.7 to 7.2 per cent on the assumption 
thataulomatic coupling is introduced in 
1980. 

The studies brought to light a num¬ 
ber of important factors which provided 
the basis for the decision made by the 
Council of Ministers of the ECMT: 
first, the cost for all the countries con¬ 
cerned would be approximately six or 
seven thousand million French francs, 
a large outlay for which financial re¬ 
sources must be found; secondly — 
and this is even more important — the 
relationships between rates of return 
and altemati>'e dates were sufficiently 
clearly established to provide a sound 
basis for negotiation, with a view to 
reaching a compromise acceptable to 
all' the member countries of the Con¬ 
ference. 

in the light of this information the 
date originally chosen (Easter 1976) 
was abandoned, and in June, 1970, 
the ECMT Council recommended that 
all wagons used in international traffic 
should be equipped simultaneously 
soon after April 1979; in the same reso¬ 
lution, the Council asked that conver¬ 
sion to automatic coupling for internal 
traffic should proceed at sut^ a rate 
that the side buffers (which remain essen¬ 
tial so long as some wagons are not yet 


equipped with autcHnatio coupling) may 
be removed b^ore Easter 1981. This 
will give hiore time to see the budgetary 
implications of the operation more 
clearly and to conmiete the studies on 
the functioning of the UtC coupling 
unto the most stretuious conditions 
(climatic conditions in particular). 

The introduction of automatic coupl¬ 
ing is bound up with a whole series of 
other technical and economic issues. 
The fittingofa‘‘mixed "coupling during 
the transitional period, which can be 
adapted to both the automatic and con¬ 
ventional systems, is one such prob¬ 
lem. Another is the parallel develop¬ 
ment of the use of bogie wagon stock, 
which is expected to inoease the return 
on automatic couplings since one bogie 
wagon is the equivalent of nearly 
two-axle wagons. This, again, is a step 
towards rationalisation; in a study on 
this topic the UIC points out that 
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railway rolling-stock remains in service 
for some 30 years, ahd that the direc¬ 
tives given now for wagon design con¬ 
cern vehicles which will still be in ser¬ 
vice after the year 2,000. 

The governments of the ECMT 
member countries did not wish to make 
a decision involving so large a commit¬ 
ment for the future of the railways with¬ 
out leaving the door open for consul¬ 
tation with the east European count¬ 
ries with a view to wider agreement 
among railway administrations so as 
to ensure that equipment in this field 
remains technically compatible over the 
the whole Continent. 

Sources and acknowledgemeiits: 

The foregoing summarises a 
report in the . latest issue of the 
OECD Observer (2 Rue Andre 
Pascal. 75 Paris: 16). 
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JuSTrQE DELAYED is justice denied. 
Mr Rustom Sohrab Nagarwala, surely 
can have no grievance on this score. 
To him justice came as a winged angel. 
Not that I grudge Mr Nagarwala the 
deal he has had or made. Any man 
who could make that solemn institution, 
the State Bank of India* look silly,,as 
Mr Nagarwala had done, certainly 
deserves a big hand from such of us 
as have a sense of humour. 1 hope Mr 
Nagarwala will secure credits in full 
measure for exemplary behaviour in 
prison and come out very much earlier 
than the limit of the term to which 
he has been sentenced. 

Incidentally, out of the five years of 
rigorous imprisonment which has been 
given to him, one year is for his failure 
to pay fines totalling Rs 4,000. There 
should be a great many people in this 
country who must have more than a 
sneaking admiration for Mr Nagar- 
wala’s exploit; banks, whether nationa¬ 
lised or not, arc seldom the most 
popular of institutions. Perhaps some 
of these admirers of Mr Nagarwala 
may be willing to contribute to a fund 
for the payment of the fine imposed on 
him. If so, they many send tneir 
contributions to the Manager of this 
journal. 1 would be willing to get 
these collections started with a modest 
contribution of Rs 10 from me. Dona¬ 
tions from Mr P. N. Haksar, Secretary 
to the Prime Minister, and Mr R. K. 
Talwar, Chairman of the State Bank of 
India, will be particularly appre¬ 
ciated. 

The fighter side of the Nagarwala 
episode apart, what interests me is 
that other side of this incident which 
f may describe as “the under side". 
This journal had drawn public attention 
to some of the disturbing features of 
the Nagarwala-State Bank drama in 
an editorial last week. Justifiable con¬ 
cern has been shown in Parliament 
about some of the more curious aspects 
of this transaction. The way in which 
the prosecution of Mr Nagarwala in 
a New Delhi court was put through 
only underlines the extremely odd 
quality of the episode. Before wc 
yield to the temptation to dismiss this 
affair on the note that “All's well 
that ends well", certain questions, 

I suggest, may be raised even if they 
may not be properly answered. 

The court, which tried and sentenced 
Mr Nagarwala appears to have accep¬ 
ted every word of his confession as 
God's truth. Is there any precedent 


for such implicit faith being placed 
by the judiciary in the uncorrob^ated 
statements of a confessed cheat ? 
Secondly, is it a normal or usual prac¬ 
tice with courts in this land of Ours 
that a criminal case of this magnitude 
is disposed of without witnesses being 
called or evidence taken to establish 
to the satisfaction of the public that 
adequate opportunity has been given 
to the whole truth to come out ? 

1 am not suggesting that Mr Nagar* 
wain has been railroaded; his cul* 
pability is only too clear. But I do 
say that the haste and the “hush hush", 
which characterised the criminal pro¬ 
ceedings against him, were hardly 
calculated to calm the apprehensions 
created in the public mind about a 
state of affairs in which the State 
Bank of India could be swindled the 
way it was. I now await with some 
curiosity what the powers that be in¬ 
tend doing to save themselves from their 
remaining embarrassment in the person 
of the unhappy chief cashier of the 
State Bank of India in New Delhi, 

Finally, the Nagarwala act, which 
so rapidly degenerated from the 
high drama of the colossal confi¬ 
dence trick to the melodrama of the 
chase and capture of the criminal and 
thereafter to the anticlimax of the 
courtroom farce, has lived up to 
the familiar saying that it is an 
ill-wind that blows nobody any good. 
The State Bunk's loss in reputation 
has been the gain of the police of the 
capital in prestige. Mr D. K. Kashyap, 
Deputy Superintendent of Police, 
who has been promoted as Superin¬ 
tendent in recognition of the 
outstanding leadership he provi¬ 
ded for the hounding of the culprit 
and the recovery of the stolen money 
has richly earned his elevation and he 
may perhaps, out of gratitude, like to 
donate more or less liberally to the 
Nagarwala fund I had proposed 
earlier. 

♦ ♦ 

Mr S. K. Patil once compared 
Jawaharlal Nehru to a banyan tree 
‘under which nothing grows’. Nehru's 
daughter appears to be an even more 
forbidding or arborescent obstruction. 

1 do not know whether there is a 
botanical phenomenon, which is hostile 
not only to vegetation beneath it but 
also to vegetation around. If there is 
any such tree, it is to this that I would 
compare Mrs Gandhi. Despite her 


triumph in the general 
seems to be as deeply engu^. 
in playing a personal game ot ^; 
tics of‘balance of power'. Her v 
in this respect seem to have difr^v 
effects on difierent persons or partiei;. 
As far as veterans in her own party 
are concerned, their feeling of mseciinty 
has been aggravated. As for semr of 
her political allies they are displaying 
a certain tendency to over^asseitiyeness 
as a ‘defence’ mxhanlsm. 

Thus, the DMK, for instance^ hais 
been protesting .too much qgainst the 
adoption by the centre of Hindi no¬ 
menclature for the ministers apd minis^ 
tries of the Oovernirient Of India. Mrs 
Gandhi’s response or rather reaction 
to this display of aggressiveness has 
been extremely interestirg. She must 
be aware of the fact that the people 
of Tamil Njidu have become ratner 
weary of the DMK’s self-aggrandtsing 
exploitation of the Language issue. 
It is doubtful that the DMK com* 
m^<nds a consensus in Tamil Nadu 
in favour of the excesses of its anti* 
Hindi stance. Mrs Gandhi, in the nor* 
mal course, should therefore have been 
film enough to be able to call the 
DMK's bluff. She however has chosen 
to bargain in a manner which clearly 
suggests that she desires to keep herse^ 
on the right side of a party which, 
could possibly be useful to her in her 
continuing preoccupation with her pep- 
sonal scheme of checks and balances. 

On May 26, the Chief Minister of 
Bihar, Mr Karpoori Thalcur, an¬ 
nounced at a press conference that.the 
state government had appointed Mr 

K. K. Datta, a retired Judge of the 
Patna High Court, as a one-man 
inquiry commission to go into the 
alleged defalcation of Rs 23 lakhs 
by Mr L. N. Mishra, union Minister of 
State for Foreign ‘Trade, and Mr 

L. Choudhury, a former Irrigation 
Minister in the Daroga Rai Ministry. 
The defalcation it was alleged was 
related to the construction of an eatth 
embankment of the Kosi project 
the Bharat Sewak Samaj between 1959 
and 1962 when Mr Mishra was 
chairman of the Samaj in Bihar. In * 
these circumstances it is only proper 
that Mr Mishra should voluntaSly 
cease be a member of the central 
government during the period the 
inquiry is in progress, 

V. B. 
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Trade Winds 


SUGAR DECONTROL 

The union government has decided to 
lift the control on the price, movement 
and distribution of sugar. This was 
announced by Mr Fakhruddin Ali 
Ahmed, the Minister for Agriculture, 
in the Lok Sabha on May 25, 1971. 
Following the removal of control there 
will be one uniform rate of excise duty 
on all vacuum*pan sugar at 30 per cent 
ad valorem. The distinction octween 
levy and free sugar, that existed so 
long, has been abolished. The two 
effective rates of duty were 25 per cent 
ad valorem for levy sugar and 37.5 
per cent ad vabjwm for free sale sugar. 
It was offictaily stated that the 
duty rc-adjustment, was purely 
a consequence of the decision to 
decontrol sugar and has no revenue 
significaiice. Mr Ahmed told the Lok 
Sabha that the government’s decision 
to decontrol sugar followed the “sub¬ 
stantial increase’’ in production and 
large accumulation of stocks with the 
mills which could not be marketed 
easily because of the large availabilit> 
of sugar to consumers at controlled 
"prices. With the increase in produc¬ 
tion, he said, the price had come down. 
The minister stated that the government 
would regulate the release of sugar to 
wholesalers and ensure the minimum 
prices to the cune-gfowers. He said 
about 2.1 million tonnes of sugar had 
accumulated with the nTills. Even with 
the increase in consumption from 2.6 
•million tonnes^ in 1968-69 to about 
3.7 million tonnes, the mills would 
have a marketable surplus of 1.9 
million tonnes, He said the situation 
in which controls were imposed “has 
materially changed.” At present, in 
•several parts of the country, the system 
of price control and distribution “is 
under great strain.” 

For assessment purposes the current 
tariff value of Rs 125 per quintal which 
was hitherto applicable to free sugar 
will now apply to all vacuum-pan 
.sugar. While refixing the duty at 
30 per cent, the existing ratio between 
basic and additional duties of excise 
which is 4 : 1 has been maintained; 
in other words, the basic excise duty 
will now be 24 per cent ad valorem 
and'the additional excise duty in lieu 
of sales (ax will be 6 per cent ad valorem 
making a total of 30 per cent ad 
valorem. 

Mr S.S. Kanoria, President FICCL 
welcomed the decision to remove ali 


controls on price, distribution and 
movement of sugar. He expressed the 
hope that this step would lead to a 
better deal to the consumer who will 
now get timely supply of choice quality 
sugar. This will also help to increase 
consumption of sugar and reduction in 
the huge accumulation of stocks with the 
factories. 

ALUMINIUM PRICES 

Following the budget proposals for 
1970-71, in which the excise duty on 
aluminium and its products was ra¬ 
tionalised, involving levy of additional 
duty to the extent of about Rs 300 per 
tonne on an average, the two major alu¬ 
minium producers notified increase 
in their ex-factory prices. They were 
advised by the government that their 
requests for price increase were under 
consideration and, pending decision 
thereon, they were requested not to 
increase the prices. However, as the 
companies increased the prices unilate¬ 
rally, the government under the pro¬ 
vision of the Essential Commodities 
Act, 1955, issued order controlling the 
prices of aluminium and its products 
at the pre-budget ex-factory levels. 
Simultaneously, the government consti¬ 
tuted a v^orking group on aluminium, 
under the chairmanship of Mr N.N. 
Wan^hoo, Chairman, Bureau of 
Industrial Costs and Prices, to look into 
the price structure of the aluminium 
industry and allied matters. 

The working group examined in 
detail the cost of production of four 
aluminium producers and three selected 
secondary manufacturers of fabricated 
products of the metal. The working 
group recommended a uniform selling 
price of aluminium ingots, wire bars 
and billets, properzi rods and rolled 
products based on the lowest prevailing 
price. This recommendation of the 
working group has been accepted by 
the government and the controlled 
prices on an cx-factory-cum-excise duty 
basis have been announced. Alumi¬ 
nium foils and extruded products have 
been excluded from the purview of 
price control, as recommended by the 
working group. Another salient re¬ 
commendation of the working group, 
which has been accepted by the govern¬ 
ment, is that excise rebate of 71 per 
cent of the price recommenced for 
commercial grade ingoLequal to about 
Rs 290 per tonne may be allowed to 
the two smaller producers to ofiiet 
diseconomies arising from their lower 


scale of operation both in the mgtter of 
investment as well as operating cosft^ 

DOLLARS IN EUROPE 

The US Treasury Department will 
offer securities to take 500 million 
dollars out of the European money 
market, replacing a similar issue by the 
Export-Import Bank of the United 
States that comes due June V, The 
Treasury announced on May 24 that 
it would offer up to 500 million dollars 
of threo-month certificates to overseas 
branches of American banks at an 
interest rate of six and three-quarters 
per cent. The certificate will mature on 
September 1, 1971. This action is 
designed to keep these ftinds from 
entering the official reserve holdings of 
European nations and thereby reduce 
the impact these added dollars would 
have had on the domestic economies 
and currency problems of the European 
natioas. The Treasury’s decision is 
in line with earlier statements that the 
United States would continue to co¬ 
operate with other countries in main¬ 
taining the stability of the international 
monetary system. Earlier, the Treasury 
r^partment and the Export-Import 
Bank of the United States issued in 
three separate offerings, 3,000 million 
dollars of securities to foreign branches 
of American banks. These special issues 
intercepted funds that would otherwise 
have probably landed in foreign central 
banks. In addition, the US Federal 
Reserve System—America's central 
bank “ has revised a number of its re¬ 
gulations on bank borrowings of Euro- 
dollars--US dollars in the European 
money markets—to provide an incentive 
for banks to hold those dollars rather 
than invest them in the market and 
thereby contribute to monetary instabi¬ 
lity. The Federal Reserve and Treasury 
also worked together to prevent short¬ 
term interest rates from falling. Short¬ 
term rates, in fact, have risen mode¬ 
rately since mid-March. 

MITHAPUR UNIT 

The union government has finally 
cleared the Rs 56-cro7e Mithapur ferti- 
li.ser project, sponsored by the Tatas, it 
is learnt. The project, which is a modi¬ 
fied version of Tatas’ earlier proposal to 
set up a Rs 200-crorc giant complex, is 
understood to have been cleared by the 
Econom.ic Affairs Committee of the 
Cabinet. The modified proposal 
envisages production of about 600^000 
tonnes of complex fertilisers out of 
which 200,000 tonnes would , be in 
terms of nitrogen. 

CUT IN L J.C. RATES 

The Life Insurance Corporation an¬ 
nounced recently reduction in premium 
rates under different group insurance 
schemes ranging from 20 per cent to 
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/years old 
and tougher 
than they come 

Because nothing but the best will do for Gujarat Steel 
Tubes. Our insistence on quality begins with the raw material. 
Follows right through to the finished product. Our rubes 
have a reputation that finds them ready acceptance in 
35 countries all over the world. 

Our talented young staff design and fabricate the mochi- 
nery we use. And are planning our future--increased pro* 
duction, a bigger range of tubes and pipes, better housing 
end amenities for our workers. 

We started with advantages ; the enthusiasm and enter¬ 
prise of youth. Sound technical know-how. An uncompro¬ 
mising d^ication to quality All of which enabled us to 
declare a dividend in our first year of production. 

Since 1966 we have doubled our sales And added the 
most modern welding technique—TUFFWELD—high 
frequency induction welding Today we arc one of 73 ex¬ 
port houses recognised by the Government of India. 

We look forward to the future with confidence. A con¬ 
fidence born of achievement. The trust of our dealers. The 
satisfaction of customers. Above all, the unsurpassable 
quality of our products. 



QUMRAT STEIi TUBES LfMfTEO, 
Benk of rndta Bldg, Bhedra. Ahmedebad \ 
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Pledged to serve people 
engaged in all vital sectors 
of the economy 

DENABANK 

flives high priority to helping 
^ small industries 

progress and prosper 

DENA BANK is an active partner in the development of 
the vital sector of Small-scale Industries. Through its 
large network of branches DENA BANK is giving 
financial assistance to a large number of enterprising 
entrepreneurs, thereby helping them to produce more 
goods,to employ more people and to accelerate the pace 
of our country's all-round progress. 

Please visit the nearest DENA BANK Branch and 
enquire how DENA BANK’S Small-scale Industries 
Finance Scheme can help you also. 


DENliBANK 

Head Office: 

Oevkaran Nanjee Bldgs., 
17,Horniman Circle, Bombay -1 


SATAN lATRA 


In DELHI our Branches at : 

Connaught Circus * Chandni Chowk * Snbzl Mandi 
* Karol Ba]^ * Darya Gan] * G. B. Road 
We also have branch at: Chhatarpnr * Okhln 
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44 per cent in the various afe groups* 
The revised rates applicable at a few 
age groups . for a one-year renew¬ 
able group terin assurance plan are: 


Attaimod 

Premium 

per ! 

Percentage 


thousand 

reduction 

Age 



compared 




to 




current 

Years 

Current Revised 

Rates 


Rs 

Rs 

Per cent 

White Collared employees 


25 

6.00 

4.15 

31 

35 

7.35 

5.00 

32 

45 

14.30 

9.80 

31 

Industrial workers 



25 

8.35 

4.70 

44 

35 

10.40 

5.80 

44 

45 

20.80 

11.95 

43 

Group term assurance 

plan 


25 

10.19 

8.17 

20 

35 

13.44 

10.53 

22 

45 

19.69 

15.06 

24 


CREDIT CURBS ON COTTON 

The Working coromittce of the All- 
India Cotton Federation which met in 
Bombay recently under the chainnan- 
ship of Mr Madanmohan R. Ruia, has 
urged the authorities to relax credit 
restrictions on cotton. If this were not 
possible, the comniittee slated, at least 
the present margin of 60 per cent on 
Imnk advances should continue thro¬ 
ughout the cotton season. It has urged 
the government to exempt certain ca¬ 
tegories of cotton from credit restric¬ 
tions. The conunittec slated that the 
regulation to restrict the duration of 
non-transfcrable specific delivery cont¬ 
racts to one month only, introduced 
three months ago, have become a handi¬ 
cap in the smooth marketing of the crop 
and should be relaxed. 

SUGAR NULLS’ MEET 

The annual general meeting of the 
Indian Sugar Mills Association will be 
held on June 9, 1971, at New Delhi. 
Mr S.K. Somaiya, the President of the 
Association, will preside over the meet¬ 
ing. Besides a review of the various 
important developments in the sugar 
industry during the outgoing year, 
certain resolutions having a bearing on 
the sugar industry such as, measures 
for maintenance of sugar production 
at the desired level, need for adequate 
bank credit to the sugar industry, par¬ 
tial decontrol of molasses, sugarcane 
development, increase in cane freight, 
and need for reduction in excise duty 
are likely to be taken up for discussion. 
The meeting will be inaugurated by Mr 


Fakhniddin All Ahmed, union Minister 
for Agriculture. 

TRADE TALKS WITH U.A,R* 

This country has suggested to the 
United Arab Republic two proposals 
for evolving a long-term, solution to the 
problem of imbalance that crops up in 
the trade between them. The proposals 
were conveyed during the recent trade 
talks here between the two countries. 
The talks were inconclusive. The UAR 
delegation, which left for Cairo recent¬ 
ly was expected to examine the sugges¬ 
tions put forward by this country. 

SOVIET NEWSPRINT 

This country has agreed to buy 40,000 
metric tons of newsprint from the Soviet 
Union in 1971-72. An Indian govern¬ 
ment delegation headed by the Regist¬ 
rar of Newspapers, Mr K.N. Bamzai, 
recently signed the contract valued at 
nearly Rs 5.71 crores. The Soviet 
Union has for long been one of India's 
main suppliers of newsprint. 

RAJASTHAN ATOMIC UNIT 

The first unit of the Rs 60-crore 
Rajasthan atomic power project is ex¬ 
pected to be commissioned in Novem¬ 
ber, The project engineers are at pre¬ 
sent busy testing the prestressed con¬ 
crete* dome of the unit. The 230 mW 
unit will take another 10 months after 
its commissioning to go into full com¬ 
mercial operation in September 1972. 
The second unit with the same capacity 
will be commissioned by the end of 
1973 and would go into full commercial 
operation a year later. The second unit 
is estimated to cost Rs 66 crores. 

HELICOPTER UNIT 

It is proposed to establish a separate 
factory in the Bangalore division of 


Hindustan Aeronautics for the manu¬ 
facture of helicopters and light aircraft 
and to build up design capacity and 
technological know-how for indigenous 
development and production of heli¬ 
copters. This was Stated in the annual 
report of Hindustan Aeronautics Ltd., 
presented to the Lok Sabha recently. 

EMPLOYEES' FAMILY PENSION 

The union government has extended 
the period for exercising option to join 
the Employees’ Family Pension Scheme 
1971 and the Coal Mines Family Pen¬ 
sion Scheme 1971 to August 31, 1971, 
following representations received from 
various quarters urging that more time 
sliould be allowed to workers to make 
up t heir minds. Under the two schemes 
employees who were members of pro¬ 
vident fund before March, 1971, have 
to exercise their option within a period 
of three months from March, 1971. 

NATIONAL INCOME 

The provisional estimate of national 
income at 1960-61 prices for the year 
1969-70 shows an increase of 5.3 per 
cent over the previous year against a 
rise of 2.4 per cent in 1968-69 over 
1967-68. The net output from agricul¬ 
ture in 1969-70 registered a rise of 5.1 
per cent over the preceding year. The 
corresponding increase in manufhetur- 
ing sector (including lai’ge and small 
scale manufacturing) was 4.9 per cent. 
Per capita income increased by 2,9 p^r 
cent in 1969-70 as against a small rise 
of 0.2 per cent in 1968-69. The esti¬ 
mates of national and per capita in¬ 
come for the years 1960-61 to 1969-70 
at current prices and 1960-61 prices as 
well as percentage increase in these 
estimates over the previous year at 
1960-61 prices arc given below: 


NATIONAL INCOME 

Year At current prices At 1960-61 prices Percentage increase 


Total Per capita Total Per Over the previous 

(Rs) (Rs) capita year m national in- 

crores) (Rs (Rs) come (at 1960-61 

crores) (prices) 

Total Per capita 


1960-61 

13,294 

306.3 

1961-62 

14,050 

316.4 

1962-63 

14,873 

327.6 

1963-64 

17.094 

368.4 

1964-65 

20,061 

423.2 

1965-66 

20,621 

526.1 

1966-67* 

23,903 

482.9 

1967-68* 

28,374 

560.8 

1968-69* 

28,678 

554.7 

1969-70* 

31,174 

589.3 


13,294 

306.3 

, . 

, . 

13,763 

310.0 

3.5 

1.2 

14,045 

309.4 

2.0 

-0.2 

14,845 

319.9 

5.7 

3.4 

15,917 

335.8 

7.2 

5,0 

15,021 

310.4 

—5.6 

—7.6 

15,243 

307.9 

1.5 

—0.8 

16.660 

329.2 

9.3 

6.9 

17,057 

329.9 

2.4 

0.2 

17,955 

339.4 

5.3 

2.9 


♦Provisional. 
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Company Affairs 


CENTURY SPINNING 

The CF-NTiiRY Spinning and Manufac¬ 
turing Company Ltd has been explor¬ 
ing the proiipocts of expansion and 
diversification. Negotiations were go¬ 
ing on for a joint venture in Indonesia 
for a composite textile mill. The cement 
project near Raipur i n Madhya Pradesh 
was expected to start production within 
two years. The company has applied 
for an industrial licence to manufac¬ 
ture 30,000 tons each of chemical pulp 
and paper. The UP government has 
approved the prop<.>sal and has pro¬ 
mised to make available to the com¬ 
pany on lease timber forests. The 
company's application for the seam¬ 
less pipe project still is under the 
consideration of the government. The 
company has been granted permission 
to expand the weaving capacity of tyre 
cord fabrics from 50 per cent to 75 per 
cent- Steps were being taken to imple¬ 
ment the same. The renovation of the 
textile mills has been in progress. Dur¬ 
ing 1970, 80 autolooms, nine ring 
frames and other ancillary machinery 
were replaced and a further 204 looms 
and 82 ring frames were being replaced 
this year. The company’s exports of 
both rayon yarn and tyre cord amoun¬ 
ted to Rs 1.65crorcs in 1970. 

BIHAR ALLOY STEELS 

The equity issue of Bihar Alloy 
Steels Ltd, has been oversubscribed. 
There has been good response to the 
issue and the company closed the list 
on May 27. However, the preference 
issue was kept open till May 28. 

SYNTHETICS AND CHEMICALS 

The directors of Synthetics and 
Chemicals Ltd prop<Tsed to double 
equity dividend for 1970 to 12 per cent 
although there was a fall in gross pro¬ 
fit to Rs 3.35crores from Rs 8.43 crores 
following a decline in net sales lo Rs 
13. 14 crores from Rs 18.92 crores. 
Oui of the gross profit, depreciation 
claimed Rs 1.81 crores and develop¬ 
ment rebate reserve Rs 2.01 crore.s leav¬ 
ing a surplus of about Rs 3 lakhs 
against Rs 1.79 crores for the previous 
year. After adjusstments, surplus 
amounted to Rs six lakhs out of which 
a sum of Rs five lakhs has been trans¬ 
ferred lo the general reserve. The 
pany’s production of synthetic rubber 
was higher at 30,339 tonnes compared 
with 24,590 tonnes in 1969 but the 


sales were only marginally higher at 
27,749 tonnes against 26,170 tonnes. 
The proposed dividend amounting to 
Rs 68.97 lakhs would be paid out of 
general reserve. 

ANDHRA BANK 

The banking industry revealed re¬ 
markable resilience in adapting itself to 
the fulfilment of the new social objec¬ 
tives set for it after the introduction of 
social control and nationalisation of 
14 major banks, stated Mr K, Gopal 
Rao, Chairman, the Andhra Banlc 
Ltd, in his statement at the annual 
general meeting held recently. He 
added that the Andhra Bank along 
with others took to branch expansion 
as a challenge and the number of 
branches of the bank has almost 
doubled after June 30, 1968. Out of the 
223 branches, as many as 159 are 
situated in rural and semi-urban areas 
and at 68 of these pbces the bank has 
an exclusive field. Mr Rao pointed out 
an important innovation during the 
previous year has been the starting of 
the system of cluster or satellite or ma- 
ket branches in Andhra Pradesh. Res¬ 
tricted banking service which is suffi¬ 
cient for the vilia^rs’ needs is provided 
to the village during two days in a week 
for a limited number of hours. On the 
other four working days in the week the 
villagers can deal with the parent office 
situated in the market town a few miles 
away. In this manner the same staff 
can serve a group of 8 or 9 villages. 

Mr Rao pointed out that deposits of 
the bank increased from Rs 52.31 crores 
lo Rs 65.05 crores during the year 
showing an increase of 24.3 per cent. 
I’he number of deposit accounts in¬ 
creased from 332,000 to 418,000 in 
1970. The bank’s advances increases 
from Rs 35.45 crores to Rs 46,27 crores 
showing an increase of 32.52 percent. 
The advances to the priority sector at 
Rs 18.64 crores amounted to 40 per 
cent of the total advances. Agriculture 
accounted for Rs 9.85 crores and the 
numberof farmers financed was 65,000. 
Advances to small-scale industry in¬ 
creased from Rs 3.69 crores to Rs 
7.01 crores. The number of units 
assisted increased from 628 to 950. 

RONEO VICKERS 

Ronco Vickers India Ltd is entering 
the capital market on June 21 with a 
public issue of Rs 20 lakhS. It has a 
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paid-up capital of Rs2^.26 lakhs and ia 
now offering to the public 200,000 
equity shares of Rs 10 each at par. 
The directors expect to pay a reasona^ 
ble dividend. For the year»ended Nov¬ 
ember 30, 1970, they paid a dividend 
of 10 per cent. The proceeds of this 
issue will be utilised to expand the 
production of the company's existing 
range of franking machine, business 
systems and furniture and undertake the 
manufacture of certain other sophisti¬ 
cated business machines and systems 
such as duplicators, photo-copiers and 
mail room equipment. The company 
has a manufacturing unit at Faridabad 
and expects to set up another unit in 
the foreseeable future. 

DUNLOP 

A new truck tyre, which will consi¬ 
derably help the Indian road transport 
industry, has just been introduced by 
Dunlop India. Manufactured in India, 
the Highway 105 is a product of the 
international Dunlop tyre technology. 
A spokesman of the company stated 
that this new rayon tyre was being 
launched in the market after being road 
tested over 80 million kilometres in 
India. No other tyie has ever been so 
extensively tested and developed in 
this country before commercial intro¬ 
duction. Based on the most modern 
principles for cross ply tyre concept 
and design, the Dunlop Highway 105 
has a flatter and wider trend with a 
broad centre rib and deep pattern en¬ 
suring very high mileage. 

OIL INDIA 

The union government has approved 
the proposal of Oil India to establish 
a plant to process its reserves of na¬ 
tural gas into liquefied petroleum gas 
(LPG) for use as household fuel. Oil 
India’s reserves of natural gas are 
estimated at 40,0(X) cubic metres in its 
fields in Assam. The consumers of the 
present production are the Assam 
State Electricity Board and the NamVup 
plant of the Fertiliser Corporation of 
India. The off-take by these two prin¬ 
cipal consumers and by other minor 
industries are estimated at 240 million 
cubic metres annually which is far less 
than the comjmiUcd quantities. A 
considerable quantity of the unutilised 
production has to be flared. The LPG 
production of Oil India will be marketed 
by the Indian Oil Corporation which 
distributes Indane. 

ELGI RUBBER PRODUCTS 

The Elgi Rubber Products Limited 
has entered the capital market on May 
31, 1971, with an issue of Rs IS lakhs. 
Out of the present issue, 26,500 equity 
shares of Rs 10 each have been reserved 
for firm allotment to the promoters and 
their friends. As many as 73,500 equity 
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you think we’re fast 
in the air««.« 




you should see us 
on the ground I 

Because we're mechanised, palletised and rollerlsed. 

Cargo moves from roller-topped trucks to high lift 
vehicles. And then rolls off onto the roller floor of the 
Blfbraft, where it's locked down. It's as simple as one, two. three. 
Speed in the air and on the ground makes sure your 
goods get to market on time. And cuts your distribution costs. 

Qantas. It's Australian. But we sure get around. We'll 
get your eaies off the ground. Fast...See Qantas. Or your cargo agent* 
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You can obtain 
Product Improvofflont 
with Cost Reduction 
in your industry 



EXTRUSHMS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin* 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom'made in alloys 
which can give a combination of mechani* 
cat properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi hollow shapes or special shapes. 
Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to: 

HWDUSTAN AUNHINIUM 
CORPORATION LTD. 

Works: Renukoof, U.P. 

Offices: BOMBAY 
OELHUCALCUTTA-MAORAS 
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shams of Rs 10 each and S»0!00 (9.5 
per owt) cumulative redeemable prefc- 
etenoe shares of Rs 100 each (free of 
company’s fax but subject to deduction 
of taxes at source at prescribed rates) 
have offered for public subscription. 
The ^blic issue is fully underwritten. 
The issue was to close on June 14,1971, 
or earlier at the discretion of the direc* 
tom, but not before June 3,1971. The 
company has an authorised capital of 
Rs 20 lakhs and subscribed and paid-up 
capital of Rs five lakhs. The company 
was incorporated primarily to carry on 
business as maiuifacturers of reclaimed 
rubber and other rubber products. It 
has received an industrial licence to 
produce 2.S00 tons of reclaimed rubber 
per annum and proposes to put up a 

S lant near Chingleput town in Tamil 
ladu. Substantial increase in demand 
for reclaimed rubber is expected due to 
exparuion of capadties of major tyre 
and battery container manufacturers 
who use reclaimed rubber. The company 
has received an import licence for im¬ 
port of machines worth Rs 11.24 
lakhs and the factory is expected to go 
into production early in 1972. 

PREMIER SYNTHETIC 

Premier Synthetic Processors Ltd, 
proposes to enter the capital market 
shortly with a public issue of Rs 14.80 
lakhs made up of Rs 9.80 lakhs in 
equity shares of Rs 10 each and Rs 5 
lakhs in 9.5 per cent cumulative re¬ 
deemable preference shares of Rs 100 
each. The entire issue will be under¬ 
written. Incorporated in October. 1970 
the company proposes to set up a 
modem synthetic processing plant in 
Thana-Belapur industrial area near 
Bombay. A detailed preliminary fca.s,i- 
bility report has bwn prepared by 
Messrs Gherzi Eastern Ltd, Bombay, 
a firm of textile consultants and having 
head office in Switzerland. Initially 
the company proposes to undertake 
dyeing, heat setting and finishing 
of various synthetic fabrics. After 
this phase is over it proposes to go in 
for screen printing. The total cost of the 
project is estimate at Rs 60 lakhs which 
will be met by share capital already 
taken up by promoters, directors and 
associates (Rs 10.20 lakhs), public issue 
(Rs 14.80 lakhs), mpee loan from the 
IFC (Rs 33.34 lakhs) and foreign 
currency loan from IFC (Rs 1.66 
lakhs). Production is expected to com¬ 
mence by March 1972. 

COROMANDiX, FERTIUSERS 

Coromandel Fertilisers Ltd has re- 
mved an iudostrial licence to raise its 
plant capacity from 260,000 to 287,000 
tonnes of complex fertilisers and from 
i6.S0D tonnes to 43,400 tonnes 
of urea per annum. The capital 
expenditure on expansion is estimated 


to cost Rs 5;3 crores, ipriuding a fo- 
rngn exchange component of Rs 1.73 
crores. The company has started nego¬ 
tiations with financial institutions Tor. 
loans to finance its expansion. Mean- 
white, the company's working during 
1970 has resultixi in a gross profit of 
Rs 5.01 crores against Rs.d.M crores 
for the period of 15 months ended De¬ 
cember 31. 1969. After providing Rs 
4.46 crores for depreciation, the com- 

E revealed a net profit of Rs 55.50 
> against a loss of Rs 62.38 lakhs. 
After adjustments, a deficit of Rs 3.97 
crores was carried forward against a 
loss of Rs 4.52 crore.s brought in. The 
company’s sales during 1970 amounted 
to FU 25.11 crorcs against Rs 26.27 
crores in 1968-69. 

BOMBAY OXYGEN 

The directors of Bombay Oxygen 
Corporation Ltd have proposed to step 
up equity dividend from Rs 8 for 1969 
to Rs 10 per share for 1970. The com¬ 
pany's gross profit has increased from 
Rs 21.94 lakhs to Rs 23.39 lakhs. There 
was an increase in sales from Rs 52.13 
lakhsto Rs62.091akhs. The company’s 
working for the first quarter of the cur¬ 
rent year has been encouraging and it 
has been planning a substantia expan¬ 
sion of activities. It has already secured 
letters of intent in respect of its proposal 
to establish new units at Kjurla and 
Kalwa plants of Mukand Iron and Steel 
Works Ltd, to meet the latter's needs. 
The government has also allowed it to 
expand the Mulund unit. With this 
expansion the management expected 
improved results in future. 

SOUTHERN PETROCHEMICAL 

Southern Petrochemical Industries 
Corporation Ltd. a new company pro- 
mot^ to manufacture complex ferti¬ 
lisers at Tuticorin, will enter the capital 
market with a public issue of shares 
worth Rs seven crorcs in October or 
November. The company proposes to 
set up facilities for the daily manu¬ 
facture of 1,100 tonnes of ammonia, 
1,600 tonnes of urea, 600 tonnes of 
DAP/NPfi. 470 tonnes of sulphuric 
acid and 63 tonnes of phosphoric acid. 
The total capital outlay on the project 
is estimated at Rs 63.50 crores includ¬ 
ing a foreign exchan^ component of 
R.S 29 crores which will be raised from 
Japan and the UK. Based on the cur¬ 
rent fertiliser prices the total turnover 
of the company would be around Rs 62 
crores per year. The company has 
an authorised capital of Rs 35 crores 
out of which it wilt issue in all 
shares worth Rs 16 crores compri¬ 
sing Rs 12 crores inequity shares and 
Rs four crores in preference shares. 

It expects loans of Rs 40 crores from 
financial institutions including the 


K ernment foreign exchange credit. 

production will start in March or 
April 1974 and reach full capacity a 
year thereafter. 

MAZAGON DOCK 

The actual production of Mazagon 
Dock, a public undertaking, touched 
the figure of Rs 13.77 crores during 
1969-70 against the target of Rs 13.36 
crores, according to the annual report 
pre.<>ented to the I ok Sabha recently. 
There was an increase of 28 per cent 
over the previous year’s production 
worth Rs 10.71 crores. The ship- 
repair turnover during the year was tnc 
highest since the take-over of the com¬ 
pany by the government in 1960. The 
company carried out repairs to 543 ships 
during the year with a total tonnage of 
4.2 million which included 222 foreign 
ships. 

HYDERABAD ASBESTOS 

The directors of the Hyderabad 
Asbestos Cement Products Ltd have 
proposed an equity dividend of 10 per 
cent for the year 1970. The dividend 
was skipped in the preceding year and 
for 1968 a dividend of JO per cent was 
declared. Sales in terms of value were 
higher by 48 per cent. Considering the 
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present market trend for the company's 
goods, the turnover during the current 
year was expected to be better than that 
of 1970. The gross profit went ujjf'from 
Rs 21.71 lakhs to Rs 61.29 lakhs. The 
provision for depreciation amounted 
to Rs 34.44 lakhs. The directors trans¬ 
ferred Rs 3.10 lakhs from the develop¬ 
ment rebate reserve. A sum of Rs 29.99 
lakhs was transferred to the general 
reserve for doubtful or bad debts. The 
proposed equity and preference divi¬ 
dends amounti^ to Rs 14.78 lakhs 
were to be paid out of the general 
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reserve. In 1969 the company provided 
Rs 32.97 lakhs for depreciation after 
transferring Rs 11.30 lakhs from the 
general reserve. 

nLM FINANCE CORPORATION 

The Film Finance Corporation has 
earned a small profit of Rs 16,547 dur¬ 
ing the year ended March 31, 1970. 
The Film Finance Corporation was 
set up in I960 as a limited company to 
finance the production of films on social 
themes of high artistic merit. Up to the 


luae 4.1971 

end March 1970, the Coiporation had 
received 304 applications fW loans. Of 
these 82 were sanaioned. The total 
amount disbursed was Rs 172.02Is^. 
The Film Finance Corporation has de¬ 
cided to devote its resources prtnurily 
to low-budget films of high quality. 
In view of its promotional role, the 
Corimration has decided to extend its 
activities to the inter-reiated fields of 
distribution and exhibition of films. 
A distribution tdfice has already been 
set up at Jullundur for the territory of 
Punjab. 


SOCIAL SCIENCES 

(A Quarterly Journal lu English from Moscow) 

Published in English, French and Spanish, beginning with January, 1971. In 1970 two pilot issues were 
published. The first issue in 1971 is listed as No. 3. 

The journal discusses the theoretical problems of world and Soviet history, philosophy, eoonomics,linter- 
national working-class movement, sociology, law and literature. Each issue includes articles on some parti¬ 
cularly topical subject of interest to specialists. In 1971 the journal will publish materials on new methods of 
research in the social sciences, on the problems facing the developing countries in Asia, Africa and Latin 
America, on the theory of state and law, philosophical aspects of the natural sciences, etc. It will also carry 
articles devoted to the 30th anniversary of the beginning of the Great Patriotic War, the 150th birth anniversary 
of Frederick Engels, the 200th anniversary of the birth of Hegel. 

Among the journal's contributors are the eminent Soviet scholars Academicians A. Rumyantsev, P. 
Fedoscyev, Ye. Zhukov, B. Gafurov, B. Kedrov, A. Guber, M. Khrapchenko.V. Ambartsumyan, P. Anokhin, 
A. Alexandrov, V. Fok, V. Engelgart, Corresponding Members P. Kopnin, T. Oizerman, V. Solodovnikov, 
V. Vinogradov. 

in the section “Scientific Life" the reader will find materials on the research work carried out atthevarious 
institutes of the Academy of Sciences, and on international congresses and conferences. The journal carries 
reviews of the monographs and research works of Soviet scholars in all branches of the humanities, information 
about reviews of works by foreign authors published in Soviet scientific journals. 

Subscription rate : 

Annual Rs. 37.50 

Single Copy Rs. 11.25 

Get Free Sample Copy and 

SUBSCRIBE WITH AUTHORISED AGENTS 

People's PubUsbing House (P) Ltd., PPH Bookstall, 

Rani Jbansi Road, New Delhi-55. 190 B KhetwadiMain Road, 

Boinbay-4. 

New Century Book House (P) Ltd., ^ Mnnisha Gmnthalnyn (P) Ltd., 

6/30 Monnt Rond, Mndra$-2. * 4/3 B, Baaklm Cbnttajee Street, 

Cakuttn-B. 
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Railway Budget: 1971-72 


Presenting THE railway budget for 
1971-72 in the Lok Sabha on May 24, 
the Minister of Railways, Mr K. Hanu- 
manthaiyd, proposed adjustments in 
freight rates on a selective basis and 
marginal increases in passenger fares. 
The freight classification of commodi¬ 
ties now charged at class level 45 and 
below is proposed to be raised by one 
step. Commodities now charged at 
class 25 (for wagon loads), which is the 
lowest class, will be charged at class 
27.S, those charged at class 27.5 will 
be charged at class 30, and so on. Some 
of the commodities falling in these 
categories are: ores, organic manures, 
oilcakes, limestone, gypsum, salt, 
chemical manures, pig iron and cement. 
Foodgrains and certain export iron 
ores from Kiriburu and Bailadilla have 
been exempted from the proposed 
revision. • 

Mr Hanumanthaiya said that 
adjustments would broadly mean an 
increase in rates of 8.9 per cent in 
respect of commodites now charged at 
class 25, the increase gradually getting 
reduced to 5.3 per cent for commodities 
now charged at class 45. These low- 
rated commodities, he said, accounted 
for the bulk of the losses of the Rail¬ 
ways. Classifications for ‘smalls’ that 
is, consignments less than wagon loads, 
would be correspondingly refixed. This 
proposal would bWng in an extra reve¬ 
nue of Rs 13.7 crores for the ftill year. 

Mr Hanumanthaiya proposed an 


increase in freight rates for coal and 
coke. He said that the increase would 
be in such a manner that the freight 
rales would cover the cost of trans¬ 
porting coal up to a thousand kilo¬ 
metres. The gap between the cost and 
rates beyond this distance would get 
slightly reduced. Ho said that the 
cost of haulage of coal was covered up 
to a distance of 550 kilonffetrcs at the 
existing level of rates. The movement 
of this commodity for distances beyond 
had become uneconomic. 

Simultaneously with the proposed 
increase. Mr Hanumanthaiya announ¬ 
ced a freight discount of two per cent 
for all distance if the traffic in coal was 
offered for movement in train loads 
from one station to one destination 
.station on a single forwarding note. 
There would also be a rebate in the 
freight rates of coal offered for move¬ 
ment for 500 kilometres and above 
during the slack season—between June 
and September. The rebate would 
vary from 50 paise per tonne for dis¬ 
tances beyond 500 kilometres to one 
rupee per tonne for distance beyond 
1.500 kilometres. 

The proposal, after allowing for 
discount and rebate, was expected to 
yield an extra revenue of Rs 6.5 
crores for a full year. The Minister of 
Railways said that even at the revised 
rates, the loss on the transport of coal 
would be Rs 5.50 crores. 

Mr Hanumanthaiya also proposed 


an increase in rates for such categories 
of iron and steel, as rope wire, 
wire net, hammers and hinges and 
steel materials like rods, bars and 
plates by placing them at a class one 
step higher than at present. The 
‘smalls’ classifications would be re¬ 
fixed to bear the same relationship with 
the corresponding wagon-load classi¬ 
fications. The increase was expected 
to yield an additional revenue of Rs 
1.6 crores. 

The Minister of Railways said, that 
these freight rates would bring in a 
total revenue of Rs 12.80 crores in a 
full year but the total revenue deficit 
was Rs 33.12 crores. The gap had to 
be closed and in doing so he had no 
alternative but to raise passenger 
fares, spreading the burden on all 
passengers. There had been no 
increase in third class passenger 
fares for the last three years even 
though the cost of operation had 
increased by 15 per cent. He 
proposes! an increase in passenger 
fares on a modest scale. 

The proposals are : 

No change in any class of travel 
for the first 15 kilometres. 

No change in respect of season 
tickets. For distances between 
16 and 30 kilometres, an increase 
of five paise per ticket in their 
ordinary fare and of 15 paise per 
ticket in third class mail/express 
faros. For distances between 
31 and 50 kilometres, an increase 
of 10 paise and 20 paise respec¬ 
tively for third class ordinary 
and mail/exprcsR travel, and so on. 
The maximum increase in a third 
class ordinary ticket will be of only 


RAILWAY BliUULT AT A GLANCT 

(Rs crores) 



Actuals 

Revised 

Approxi- 

Budget estimates 


1969-70 

estimates 

mates 





1970-71 

1970-71 

As 

As 





presen¬ 
ted in 
March 
J97J-72 

now 

proposed 


Gross traffic receipts 

Ordinary revenue working expenses (net), i.e. after tak- 

951.28 

684.94 

1,004.00 

1.001.9.3 

1,044.00 

1,070.25 

ing credit for recoveries 

Appropriation to Depreciation Reserve Fund from 

731.76 

730,41 

765.44 

765.44 

95.00 

revenue 

100.00 

100.00 

105.00 

105.00 

Appropriation to Pension Fund 

Net miscellaneous expenditure (including cost of works 

10.00 

15.00 

15.00 

15.00 

15.00 

charged to revenue) 

14.78 

15.12 

14.59 

17.91 

17.91 

Total 

804.72 • 

861.88 

860.00 

903.35 

903.35 

Net Railway revenue 

146.56 

142.12 

141.93 

140.65 

166.90 

Dividend to general revenues 

156.39 

, 165.81 

165.81 

173.77 

173.77 

Net Surplus (-f)/Shoftf8ll (—) 

-9,83 

—23.69 

-23.88 

—33.12 

—6.87 

Operating Ratio 

83.0% 

84,3% 

84.4% 

84.8% 

82.7% 
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25 paise for ail distance above 
200 kilometres and of Re 1 in a 
third class mail/exprcss ticket for 
all distances above 1000 kihomeircs. 

The Minister explained that a third 
class express ticket from Delhi to 
Bombay or Calcutta or Madras or 
longer distances would cost only one 
rupee more. The proposed increases 
in third class fares were expected to 
produce an extra revenue of Rs 
11.60 crorcs. 

Upper Class Travel 

For upper class travel» Mr 
Haniimanlliaiya proposed the follow¬ 
ing increases : 

An increase varying from 50 paise 
for tlie distance zone 16- -30 kilo¬ 
metres to Rs 2 for distances be¬ 
yond JOOO kilometres in respect 
of third class air-conditioned 
chair car and second class ordi¬ 
nary and mail/'cxprcss fares. 

An increase varying from 50 paisc 
for the distance zone 16—30 kilo¬ 
metres to a maximum of Rs 3. 50 
for distances beyond 1000 kilo¬ 
metres in respect of first class fares. 

An increase varying from Rc 1 for 
the distance zone 16—30 kilo¬ 
metres to a maximum of Rs 7 for 
distances beyond 1000 kilometres 
in air-conditioned 1st class fares. 
These increa.scs are expected to 
bring in Rs 1.60 crorcs. 

Mr Hanumanthiaya said that the 
total effect of the proposals would be 
a revenue of Rs 35 crorcs in a fully 
year. Since the revised rates could 
take effect only from July 1 this year, 
the increase in receipts in the current 
financial year would be Rs 26.25 
crorcs. This would still leave a deficit 
of Rs 6.87 crorcs in the current year. 
He said, he proposed to leave this 
deficit uncovered. The efforts he 
propo.sed to make along with railway- 
men of all classes to effect economy 
and improve efficiency would be direc¬ 
ted to wipe out this deficit. He had 
already initiated action to improve the 
working of the Railways so as to 
achieve better realisations in earnings 
un^i economy in expenditure. He recently 
hud discussions with general managers 
of all zonal railways and formulated 
general guidelines as well as specific 
financial objectives for the year. 
‘'Given normalised conditions of work¬ 
ing, there is reason to be optimistic 
that the uncovered deficit will be met 
t>y our extra effort,” Mr Hanumanthaiya 
added. 

Mr Hanumanthaiya said, that the 
budget estimates for the current finan¬ 
cial year were based on the revised 
estimates of last year at the level of 
fares, freights and expenses existing 
then. The traffic trends in April were 


slightly adverse. But no change seemed 
to be necessary in the budget estimates. 
The total gross receipts had been kept 
at Rs 1044 crores, that is, about Rs 
42 crores more than the approximates 
for 1970-71. Similarly, the estimates 
of working expenses in budget estimate 
hijldgood. (Mr Hanumanthaiya had 
then estimated the revenue expenditure 
at Rs 903.35 crorcs and the dividend 
payable to general revenues at Rs 
173.77 crorcs, leaving a revenue deficit 
of Rs 33.12 crores). 

The Miniidcr of Railways said, the 
respects for the year did not seem to 
ave improved since he presented the 
interim budget. The total gross traffic 
earnings during April were short by 
Rs 1.63 crores over the proportionate 
budget target of Rs 86.89 crorcs. If 
this trend continued, it might not be 
possible to reach the level of earnings 
forecast in the interim budget. The 
Eastern and South Eastern Railways, 
which accounted for 60 per cent of the 
tonnage carried by the Indian Railway 
system as a whole and held 40 per cent 
of the total number of broad gauge 
wagons, continued to cause anxiety. 
Their very functioning was being ham¬ 
pered by daily dislocation of train 
services. Hundreds of wagons remained 
immobilised due to theft of brake 
beams, bearings and other fittings. 
Goods Iraias had to be stopped for 
several hours in busy sections of the 
eastern region on account of the theft 
of overhead wires. The two Railways 


should normally be loading a minimum 
of6500 coal wagons daily in the Bengal- 
Bihar coal-fields. In tBe last mw 
months, they had hardly been able to 
load 5,500 coal wagons. It was for 
this reason that coal supplied for 
industry, power generation and brick 
kilns had been unsatisfactory. Move¬ 
ment of foodgrains had also been 
affected. 

r 

Mr Hanumanthaiya further said, 
preventive and punitive measures were 
necessary to restore normalcy in the 
eastern region. Armed Railway Pro¬ 
tection Force unit had already been 
deployed in specified pockets for in¬ 
tensive patrolling of the track. He 
had been requesting chief ministers of 
West Bengal and Bihar to help and 
co-operate in effectively putting down 
organised thefts and violei^e. He had 
also been discussing with his colleagues 
in other ministries the question of 
co-ordinating elforts. 

The Minister of Railway.s said that the 
financial performance of the Railways 
suffered from certain other handicaps. 
The Railways were saddlcd*with some 
social burdens. They sustained a loss 
of Rs 8 crores on unremunerative 
branch lines. The loss on passenger 
traffic was of the order of Rs 59 crotes. 
The passenger traffic fare was below 
cost. Suburban travellers in Bombay, 
Calcutta and Madras who used cheap 
monthly and quarterly season tickets vir¬ 
tually enjoyed a subsidy of Rs 12 crores. 

Referring to the losses suffered by 


The Law of In come-Tax 
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By 

V. S. SUNDARAM 

Here is an outstanding commentary on the iaw of 
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the Railwayii on account of the trans¬ 
portation of low-rated commodities, 
Mr Hanumanthiaya said that ttieir-pre- 
pondercncc in the midst of revenue- 
earning traffic was getting accentuated. 
The originating tonnage of these com¬ 
modities increased by bO per cent 
between 1960-61 and 1969-70 while 
traffic in the rc.st of the commodities 
increased by only 16 per cent. The 
loss in the transportation of foodgrains 
and pulses came to Rs 17.5 crorcs, 
of coal to R.s 12 crorcs, of fodder and 
oilcakes to Rs 5.8 crorcs and of ores 
to Rs 3.9 crorcs. In 1970-71, the total 
loss on the transportation of these 
and other bulk commodities came to 
Rs 52 crorcs. 

Mr Hanumanthiaya said these 
losses ta ght be termed as social re.s- 
ponsibilities but even so there was rocm 
for re-thinking on the extent of the 
Railways’ share. The Railways’ income 
must be able to meet the annual ex¬ 
penditure. The cost of operation was 
increasing annually, creating a big 
lag between the income realised front 
freight rates and passenger fares and 
working expenses. Expenditure on 
.staff which accounted for 60 per cent of 
the working expenditure had gone up 
by 72 per cent since 1963-64. The 
price of coal had gone up by 47 
per cent and of electricity and diesel 
oil by 27 per cent each. The cumula¬ 
tive effect had pushed up the weighted 
index of cost of operation by 60 per 
cent. During the same period pa.sscn- 
ger fares and freight rates had increased 
only by 19.6 per cent and 22.7 per 
cent respectively. The Railways were 
thus recovering only 36 per cent of the 
increase in the cost of operation. 

Fourth Plan 

Mr Hanumanthiaya said, that the 
Plan had forecast 212.35 million tonnes 
of originating goods traffic in the first 
year. But actual materialisation was 
only 207.9 million tonnes. The tar¬ 
get for 1970*71 was revised from 
224.6 million tonnes to 217 million 
tonnes. Even this anticii)ation was 
up,set because of deterioration in the 
law and order situation, strikes and 
bundhs in the industrial belt of the 
country and difficulties in the working 
of steel plants in public and private 
sectors. Actual traffic w^s 199 million 
tonnes, a fall of 18 million tonnes. 
It, therefore, became necessary to scale 
4own the physical target from 265 
million tonnes for the fourth five-year 
Plan to 240.5 million tonnes in consul¬ 
tation with the Planning Commission. 
The Plan outlay was reduced frem Rs 
1525 crores to Rs 1275 crorcs. The 
Plan outlay for 1971-72 had accordingly 
been reduced from Rs 308 crores to 
Rs 280 crores. Zonal Railways had 
been directed to reduce inventories 


and dispose of scrap and released 
material expeditiously, thereby elfm'ina- 
ting as much dead capital as possible. 

Eastern Coal Belt 

The Minister of Railways said much 
of the developmental expenditure on 
line capacity works and electrification 
in the earlier Plans was incurred in the 
eastern coal-.stecl belt area. The traffic 
pattern having changed, the Railways 
had now to develop the north-south 
routes, covering Delhi-Bombay and 
Bombay-Ah'medabad routes of the 
Western Railway and Jalarpet-Olavak- 
kat section of the Southern Railway. 
MrHanumanthaiya .said that mid-term 
appraisal of the fourth Plan was in 
progress. The three new steel plants 
would require synchronous develop¬ 
ment of the Railways to serve them. 
It was also likely that as a result of the 
revival of economy there might be an 
upsurge in traffic demands in various 
parts of the country. “We are cons¬ 
tantly and continuou.sly reviewing the 
position in con,sultation with the Plan¬ 
ning Commis.sion and the economic 
ministries concerned. The Railway 
Plan i.s a flexible one and as and when 
new works arc needed by traffic de¬ 
mands, the necessary resources will 
liavc to be found,” he added. 

Referring to gauge conversion, Mr 
Hanumanthiaya .said, that the existing 
four, gauges were a drag on the coun¬ 
try's progress. This drag had to be 
done away with as .soon as possible. 
The Railways had drawn up a 15-year 
perspective Plan to convert 3000 route 
kilometres into broad guage at a cost 
of Rs 175 crorcs. A sum of Rs 15 
crorcs had been included in the 
current Plan out of which R.s 7.53 
crores had been .spent. 

Strc.ssing the need for the construc¬ 
tion of under-bridges and over-bridges 
to avoid accidents and to ensure 
smoother and speedier trains and road 
traffic, Mr Hanumanthaiya said that 
he proposed to launch a campaign to 
build as many bridges as possible. 
For this he would need the co-opera¬ 
tion of the state governments as the 
construction cost had to be borne by 
the Railways and the state governments 
on a 50:^ basis. State governments 
had already been addressed. In the 
current financial year, the Railways 
would contribute Rs 2.28 crores to¬ 
wards the Railways Safety Works 
Fund and with this there would be Rs 
10.83 crorcs in the fund. He would 
be happy if this entire anfount was 
spent this year on the construction of 
bridges. 

At the lime of pre.sentation of the 
interim budget in March last, the 
revised estimates for the year 1970-71 
showed a short-fall of Rs 23.69 crores. 


The final figures of finanq^U results of 
1970-71 would become available in 
August. Preliminary figures are, 
however, running quite close to the 
revised estimates. The loadings 
during the two months of February 
and March 1971 were short by about 
one million tonnes over the conef- 
ponding period of the preceding yeu. 
In the revised estimate for 1970-71, 
the level of revenue-earning goods 
traffic was expected to be 4.3 million 
tonnes short over the actuals of1969-70. 
Now. it is likely to be 5.2 million 
tonnes less. Despite lower loadings, 
the earnings under goods showed an 
improvement of about Rs 3.31 crores 
primarily because of continued opera¬ 
tion of two favourable factors, viz., 
better lead of freight traffic and a 
larger proportion of high-rated 
traffic in the overall traffic carried. 
There has been a shortfall of Rs 3.87 
crores under ‘passengers' because of 
drop in passenger traffic during last 
two months of the year and Rs 2.45 
crorcs under 'sundries’, but,these, have 
been made good by an increase of Rs 
2.61 crores under ‘other coaching’ 
and Rs 3.31 crores under 'goods’. 
‘Ordinary working expenses’ on the 
other hand arc Rs 1.35 crores less than 
the revised cstimales. Taking all fac¬ 
tors into account, the shortfall for 
1970-71 is expected to be Rs 23.88 
crorcs—a marginal variation of Rs 19 
lakhs over the revised estimates. 

Interim Estimate 

The interim budget estimates from 
1971 -72 presented in March last on the 
existing level of rates and fares showed 
a shortfall of Rs 33.12 crores. The 
revision in rates and fares now propo¬ 
sed will generate Rs 35 crores in a full 
year. As the revised rates and fares 
will be operative for a period of nine 
months during the current year, the 
additional receipts would be Rs 26.25 
crores; Rs 9.75 crores under ‘passen¬ 
gers’ and Rs 16.50 crores under 
*g£)od.s’. This will bring down the 
shortfall to Rs 6.87 crores. The 
balance deficit has been left uncovered. 

The budget for 1971-72 in physical 
terms assumes an additionai nine 
million tonnes of revenue originating 
‘goods’ traffic and threeper cent increa¬ 
se in ‘passenger’ traffic. The ‘working 
expenses’ in the net are Rs 33.68 
crorcs more than the revised estimates 
of last yeat. The, extra provision 
has been made to meet extra obligation 
foreseen in the next year such as ‘staff 
costs’ by way of ‘annual increments 
and allowances* etc. (Rs 17.53 crores); 
‘fuel’ (Rs 7.80 crores) for carrying 
additional traffic; ‘repairs and main¬ 
tenance’ (Rs 5.03 crores) and ‘miscel¬ 
laneous items’ (Rs 3-32 crores). The 
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Railways will be appropriating Rs 
105 o'ores to depreciation reserve fund 
during 1971-72 so as to contribute 
Rs S25 croies duringthe fourth five- 
year Plan period, llio Plan places 
this obUgatton on the Railways for 
financing the cost of replacements 
and renewals of assets due to retire in 
tto quinquennium. The appropria¬ 
tion to *]pen8ion fund* has own kept 
at the same level of Rs 15 crores as 
that for the last year. The *capital-at- 
charge’ would increase from Rs 3,322 
crores to Rs 3,473 cores by the 
end of 1971-72. 

The Railways’ expenditure on financ- 
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ing works of developmental nature, 
such as, passenger ametdties, staff 
quarters and unremunerative operating 
improvements would cost Rs 20 crores 
during 1971-72 against Rs 18 crores in 
l'970-7l. Since the Railways are not 
showing any surplus to feed the deve¬ 
lopment fund, this expenditure would 
be met by obtaining loans from the 
general revenues, tte Railway Deve¬ 
lopment Fund will, in the aggregate, 
owe an amount of Rs 87.27 crores to 
the general revenues at the end of 
1971-72. 

The liability of the Railways for 
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payment of dividend to the general 
revenues on capital investment will 
rise from Rs 165;81 crores in 1970-71 
to Rs 173.77 crores in 1971-72. Since 
the net revenue will fall short of this 
liability by Rs 6.87 crores, a loan will 
have to bo taken which would increase 
that indebtedness to the general ex¬ 
chequer under this head to Rs 38.83 
crores by the end of 1971-72. The 
total indebtedness of the Railways to 
the general revenues under the two 
sets of loans would thus amount to Rs 
126.00 crores (Rs 87.17 crores 
plus 38,83 cores) at the close of 
1971-72. 
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EFFECT OF PROPOSED INCREASES 

» 

Proposed increase Is fares per ticket 

(Rs) 


Distance Zone 


1_I5 16—30 31—50 5t~10D 101—200 201—500 501—1000 1001 

Class of travel K.MS. KMS. KMS. KM \ KMS. KMS. KMS. and 

above 


Ill Ordinary 

No 

change 

0.50 

III Mail & Express 

—do— 

0.15 

AC Chair Car 

--do>- 

0 50 

11 Ordinary * 

—do— 

0.50 

II Mail & Express 

■—'do-^ 

0. .‘lO 

1 class 

—do*—• 

0.50 

Air conditioned class 

—do— 

1.00 


0 10 

0.15 

0.20 

0.25 

0.25 

0.25 

0.20 

0.25 

0.25 

0.50 . 

0.75 

i.od 

0 50 

1.00 

1 00 

1.50 

2.00 

2.00 

0.50 

0.50 

0 50 

l.OO 

1.50 

2.00 

0.50 

1.00 

1 00 

1.50 

2.00 

2.f0 

0.50 

l.o;) 

1.00 

2.00 

2 50 

3.50 

1.00 

2 0 > 

2.CO 

4.00 

5.00 

7.00 


Proposed increase in Freiglit Rates 



Class 

Commodity 

Remarks 

Present 

Proposed 

25 

27.5 

Oilcakes (fodder) 

' .u 

The prices range from Rs 41.50 to Rs 110.00 per quintal while the enhance¬ 
ment in the rail freight for an average lead of 714 Icms is only 22 paise per 
quintal. The increase forms only 0.20 per cent to 0.53 percent cf the 

25 

.17. .S 

Salt 

prices. 

The wholesale price of salt is 18 paifc per kg. The enhancement in the n il 
freight comes to only 0.35 paise per kg at e average distance of 1241 kms 
i.e. the increase forms only 1,94 per cent of the price. 

35 

37.5 

Iron ore 

The price of iron ore is about Rs 60.59 per tonne. The enhancement in rail 
freight at the average lead of 337 fcms forms only 1.98 per cent of the price 
of the ore. 

35 

37.5 

Gypsum 

The price of gypsum is about Rs 93.50 per tonne inclusive of freight charges. 
At an average distance of 1371 kms the increase in rail freight works out 
to only 3.96 per cent of the price of the commodity. 

37.5 

40 

Chemical manures 
division ‘B* 

The prices of Super Phosphate, Ammonia Sulphate and Calcium Amon urn 
Nitrate are Rs 21/-, Rs 27/- and Rs 24.25 per bag of 50 kgs respectively. 
The increase at an average lead of 747 kms works out to about 11.5 paise 
per bag of 50 kg. 

40 

42.5 

Manganese ore other 
than export. 

The prices of first and second grades of manganese ore are Rs 197.87 and 
Rs 110.81 per tonne respectively. The incidence uf increase in rail freight 
atanaverage distance of3]7kms works out to Rs 1.20 per tonneor0.16 
percent and 1.08 per cent respectively of the price for first and second grade 
Manganese ore. 

40 

43.5 

Cement 

The price per bag of 50 kg cement is about Rs 12,24 and that of a drum of 250 
kg is about Rs 64.04. The increase in rail freight at the average distance 
of 583 kms comes to about 0.82 per cent in the case of 50 kg bag and0.78 
per cen t i n the case of250 kg drum; in other words, the increase in rail freight 
is of the order of 10 and 50 paise respectively. 

42.5 

45 

Pig Iron 

The prices of basic and foundry grades of pig iron are about Rs 410/- and 
Rs 515/- per tonne respectively. The incidence of increase in rail freight 
at an average distance of 755 k|ms expressed as a percentage of prices, stands 
at 0.56 per cent and 0.45 per cent respectively. 

The price of a 50 kg bag of Urea is about Rs 45/-. The increase in rail freight 
for an average distance of 844 kms works out to only 12.5 paise per bag 
of50kg. • j ^ 

45 

47.5 

Urea (as chemical 
manures division 

45 

47.5 

Wood unwrought 

The price of Sal, CP Teak and Shiaham are about Rs 68.89, Rs 73.81 and 


Rs 88i>'S7 per ({uintal respective. The inerMse is rail frei^t'at the average 
distance of SOOkms works out to only 25paise per quintal for each variety. 
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We love 
all 

businessmen! 



AnywhtM in ih4 world that business might find 
you, you'll find a Pan Am office ready to help. 
We fly to 1 22 citlas, 82 lands. And any one of 
these offices can make a tremendous difference 
in helping your business go better. We ll plan 
your entire itinerary before you leave. And help 
you with information about the countries you 
plan to visit. For example, we will tell you what 
time banks close in Bangkok. 


And all along your business tour we'll help set 
up conferences, book hotels, arrange guided 
tours, cars, audio-visual equipment, multilingual 
secretaries, the works. We will ev^rn undertake 
to introduce you to new business 
prospects. Talk to your Pan Am 
Travel Agent or call us. After all 
our only reason for flying is YOU. 


World's most experienced airline 
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TARGET: TOMORROW 


How IBM as a oorporate citizen 

is working: towards 

the country’s hopes and aspirations. 



I i 


India is a country with great expectations, 
marching towards a future that offers more to 
more people. 

Participating in this nation>building task is 
IBM. By making India's first computers, it is 
accelerating the nation's economy. Making 
optimum use of scarce resources and 
releasing locked-up capital for productive 
investmert. IBM computers are helping Indian 
companies win foreign markets. 


More. 

Computers are opening up new careers, 
creating new techniques and skills. IBM is 
passing on its world-wide technnlogiral 
know-how to about 400 vendors in India to 
make computer-age components. IBM 
India-made equipment is also exported to 40 
countries. 


IBM is privileged to be involved in the 
challenge of building a new tomorrow. 



mcm/ibm/ 132 


Partners in progress 
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TUBES WITH EXPORT PERSPECTIVE 




BHARAT STEEL TUBES 


Pfir?p<>ctive fcr expansion. 

Dpvr*lopina India’s export potential. 

BST IS involved with tin? expansion 
Eurnmg valuable foreign exchange for India. 

With Pipes 

Pipes finished tc micro-requirements ^ 
Ouahfy pipes in.mufactuied to Iiiterri.iticnal specifications. 
Pipes ('xponucJ to thirty-two countries round the world. 
Pipe.*? that have pul India 
cn the export markets of ihe world. 

This IS PersSpective at B3T 

BST — Striving towards nev/ horizons 


Sole Selling Agenis: 

Messrs RAUNAQ & CO. PVT. LTD. 14/15.F Connaught Place,jNcw Delhi-l. 











998 


I 


EASTERN ECONOMIST 


. This year ISmillkMi ok 
will share pot-luck witL 

so we have seme down to earth ideas co< 


The thought of 13 million more for dinner every year puts food on your 
mind. Even a small helping for each means millions of tonnes of food grain. 
How arc you going to dish it out? By prodding the earth to produce more. 
That brings us to fertilizers. One tonne on 30 hectares means an extra 
10 tonne production of food grain. 


We don’t make the fertilizers but wc pl.iy a major role in manufacturing and 
installing fertilizer plants. That’s one industry we’ve thought of in a big 
way. The largest evaporator crystallizer in India 
was made by us for a fertilizer complex. Other jobs 
include fabrication of all kinds of process plant 
and equipment for the chemical industry. In fact 
we design, manufacture and instal plant and 
machinery for every vital industry. 

Serving major industries is demanding work. 

We do it by building up our engineering 
expertise. By adapting foreign technology. By 
developing manufacturing techniques. And by 
encouraging technical talent. After 30 years, we 
have over 10,000 engineers, technicians, 
computer programmers, skilled welders and 
workers and other specialised personnel in our 
associate and subsidiary companies and in our 
network of offices all over India. 


LARSEN & TOUBRO LIMITED 
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Acting UNDtit the directions of the government of which he is a member and Mrs 
Indira Gandhi the leader, the Finance Minister, Mr Y.B. Chavan, had clearly set 
himself certain political goals in framing the tgx proposals of the central budget 
for the financial year 1971«72. While I do not approve of his or the ruling 
party’s ideology as displayed here, I would readily givp him credit for making 
effective moves in implementing that ideology. 

The prime aim of his budget is to make a frontal attack on the higher levels 
of property or income with a view to achieving a reduction in economic inequalities 
through a process oflevelUng down.The social and economic consequences of this 
egalitarianBm could be endi^Iy debated, although there will be common argu¬ 
ment blithe two basic principles that any society which calls itself civilised must 
build up a progressive diminution of mass poverty as well as regulate in the larger 
interests of the community the earning, possession or enjoying of wealth by its 
more affluent members. What is not open to question, however, is the political 
appeal in a poor country such as ours of a programme of government action 
which would make the rich less rich even without necessarily helping to make the 
poor less poor at the same time. 

The success achieved by the ruling party at the recent general election, despite 
all the qualificalTons that will be made or the limitations that will be placed on 
its quality or extent, has established the fact that there is veiy considerable 
popular support for a political programme for the state appropriating from those 
with higher incomes or larger wealth increasingly larger parts of their earnings or 
capital. Taking note of this fact and in an attempt naturally to turn it to the 
political advantage of his ]^ty, Mr Chavan has produced a demagogic budget 
which has not only met with general popular approval for its egalitarian pro¬ 
posals but is also bound to create fuither pressures on the government for 
advancing more rapidly in the same direction in fhture, 

The Finance Minister, as may be expected, has not been apologetic about his 
‘soak the rich’ tax promsals. On the contrary he has exploited its political value 
to the full by emphasising more than once in the course of his budget speech both 
the urgency and the inqiortance which the government attaches to the process of 
bringing down the higher levels of income or wealth. Considered in terms of the 
political motivation of bud^t, the Finance Minister's proposals relaring to 
direct taxation have clearly fhlfUled their aim. On the day following the bu^et, 
officials of the Finance Ministry stated at a press conference that, in the case of 
wholly earned incomes, the increase in the suichaise from lOpercentto 15per cent 
on incomes exceeding Rs I S,0(X) per aimum, wotud impose a virtual ceiling at the 
level of income of Rs 5,500 net of tax a month. Beyond this limit, a man will 
have to earn as much as Rs one lakh in order to add Rs 200 a month to his income. 
This is because the tax rate at this level comes to 97.5 per cent. 

Where a person derives bis income half from earnings and half from pi o- 
petty and the return of the property is eight per cent, it would become a liability 
to have net wealth of more than Rs 17.5 lakhs, since the total incidence of the 
income^ax (after the increase proposed in the bu^et) and the wealth tax (m 
the case of which MrC^van has announced a uniform rate of tax of eight per 
cent on any wealth above Rs 15 lakhs as against the current rate of four per 
cent on any wealth between Rs 15 lakhs and Rs 20 lakhs and five per cent on any 
wealth above Rs 20 lakhs) would eat into his wealth. In case the entire income 
is from property (other then urban land on which the wealth tax is higher), the 
effective ceiling would be about Rs Id lakhs beyond which the return would be 
’native’, since the tax would be hq^er than the return. If a person owns urban 
pro^y, the ^Eective ceiling would be Rs 8 lakhs when his disposable income is 
Rs 8000. Owning wealth beyond this limit would act negatively on his income. 

Theie could of course be on argument about the oeilings on income or wealth 
sought by the dhmit tax proposals m the central budget. It is possible that the 
mote m^berant t^efrists within the ruling party or ontade may assert that Mr 
Chavanhas not gjone (hr enough. But the fact remains that, for (he first time since 
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pact of such taxation on the willingness 
of individuals to work harder or dis¬ 
play initiative or enterprise. This is 
because of the fact that the element of 
* willingness’ attracts a, whole scries of 
considerations including those relating 
to complex behaviour patterns deter¬ 
mined essentially by specific individual 
or group psychology. 

n 

Last year when Mrs Gandhi took it 
upon herself to function as the Finance 
Minister in order to preside over the 
liquidation of most of the commercial 
banking in the country, she also assum¬ 
ed the task of presenting the central 
budget for 1970-71. The direct tax 
proposals in that budget were directed 
mostly against personal incomes. The 
more optimistic persons or personalities 
in the business world allowed* them¬ 
selves to imagine that this fndicated that 
the government would at least follow a 
liberal fiscal policy with regard to capi¬ 
tal formation in the corporate sector. 
This of course was wishful thinking, as 
this journal pointed out on that occa¬ 
sion. Mr Chavan’s proposals for in¬ 
creasing direct taxation have treated 
corporate revenues and capital with 
the same harshness as they have shown 
in dealing with personal incomes or 
wealth. 

The rate of surtax on company 
profits has been increased from 25 
per cent to 30 per cent in the case of 
chargeable profits in excess of 15 per 
cent of the capital employed. The inci¬ 
dence of tax on long-term capital gains 
has been increased in the case of com¬ 
panies as well as individuals. In the case 
of non-corporatc asscssccxs the deduc¬ 
tion from long-term capital gains allowed 
in calculating the taxable income is 
being reduced from 45 per cent to 35 
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per cent where such g^ns relate to 
lands and buildings and firohi dS per 
cent to 50 per cent in • respect of 
other capital gains. In the case of com¬ 
panies, the rates of tax are being 
creased from 40 per cent to 45 per cent 
in respect of gains relating to lands and 
buildings and from 30 per cent to 
36 per cent in respect of other capital 
gains. ^ . 

Again the deduction of income up 
to Rs 3000 in the aggregate from invest¬ 
ments in specified financial assets 
which was provided for last year will 
from now on be admissible only to indi¬ 
viduals and Hindu undivided families. 
Corporate assessees, in other words» 
will not be enjoying this concession 
hereafter. The concessional tax treat¬ 
ment of dividends received by foreign 
companies from a closely-held Indian 
company engaged in a priority industry 
will be discontinued; the foreign com¬ 
pany will he subjected to tax on such 
dividends at the usual rate of 24.5 
per cent. 

, In the case of new induslfial under¬ 
takings, ships and approved holds, the 
tax exemption available for a period of 
five years has been diluted by a stricter 
definition of the capital employed foi 
calculating the exempted level of pro¬ 
fits. It is now proposed that debentures 
and long-term borrowings are to be 
excluded in calculating the limit of 
sixty per cent of the capital for the 
purpose of exempting profits from tax. 
The priority industries which currently 
emoy a special tax exemption up to 
eight per cent of the profits will here¬ 
after have this concession limited to 
five per cent of the profits. 

Simultaneously, the Finance Minister 
has decided to prune the list of priorities 
While removing from it certain industries 
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an assault oh higher levels of income or 
wealth has been accepted as a clear 
political programme of the ruling party, 
an attempt has been made to use the 
fiscal instrument as an effective means 
of egalitarianism. There can be no 
doubt now that this government has 
proved itself to be in dead earnest about 
the transfer of income or wealth, if not 
from the rich to the poor, at least 
from the rich to the public exchequer. 

In these circumstances it is rather 
academic to discuss the possible econo¬ 
mic consequences of this fiscal program¬ 
me for raiding the income or capital 
of the aflSiuent. The government's 
position apparently is that penal taxa¬ 
tion on higher levels of incomes or 
wealth cannot have any adverse impact 
on economic growth and, even if it has, 
the price Would be worth paying for 
achieving political stability or social 
equality in a country where far too many 
are poor while the Well-to-do arc re¬ 
latively few in number. Mr Chavan 
would clearly be on firm ground should 
he choose to plead that, even if his bud¬ 
get proposals have opted for a reduction 
in the gap between the rich and the poor 
at the cost of some loss qf pace in 
national economic growth, he had 
acted in the light of the political 
programme which has only recently 
been endorsed by the electorate. 

Promoting Short-term Interests 

The argument, of course, need not 
necessarily end here. Sojne of us (who 
too have as large a stake in the future 
of our country and welfare of its people 
as the leader or leaders of the govern¬ 
ment now in power at the centre) may 
still argue that the ruling party has 
taken advantage of an immature demo¬ 
cracy to promote its own short-term 
interests at the expense of the long-term 
interests of the nation. Here, however, 
the debate would essentially be in terms 
of differing views on how far taxes 
could cut into income or property 
without damaging initiative or enter¬ 
prise among individuals or capital lor- 
mation in the community. 

This is apart from the larger social 
or even philosophical question whether 
the state could go beyond a point in 
limiting the freedom of the individual 
in enjoying or possessing his income or 
wealth, without curtailing in the pro¬ 
cess some of the valuable elements in 
the liberty of the individual in a demo¬ 
cratic community. While ^he issue of 
the ability of the individual to save and 
invest in circumstances of increasingly 
drastic taxation of income or wealth is 
relatively simple and the answer in broad 
terms could be that this ability does 
get hurt, there could be endless discus¬ 
sion aboul the precise nature of the im¬ 


IJnfortunatcly little thinking has gone into 
the question of a rural programme. Of indi¬ 
vidual bcneHcent measures to improve the lot 
of the rural masses quite a legion have been 
sug^sted from time to time, all of which in 
their own way would undoubtedly be valuable. 
Thus seeds, reriilisers, water, co-operation, 
marketing, education and a host of such sug¬ 
gestions would all find ready assent among 
all. But these do not add up to a complete 
plan or to the presentation of a picture of an 
integrated and prosperous rural commutiify. 
There has also b^n a great deal of un¬ 
resolved controversy between shosc who 
stand for industrialisation and those who 
pin their faith on village sclf-sufUciency and 
cottage industries. The Natio lal Planning 


Committee which, despite its occasional 
failings, has done much valuable pioneer¬ 
ing work, has sought to find common ground 
between these two apparently cor.fiicting views; 
but judging from the persistence with which 
the All India Village Industries Association 
(another limb of the Congress, epjoying gie 
N.P.C's blessing and support of MUhatma 
Gandhi) goes all the wav out for cottage In¬ 
dustries at the expense of lane scale and fac-' 
tory industries, its efforts have not been a suc¬ 
cess. The loyally of the provinda) ministries 
and of their individual members to Oan- 
dhian programme of rural welfare irnders it 
necessary to examine the economic basis pf 
that programme and suggest cormtives aiid 
alternatives to it. 
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in bn view, eomouuid # favour* 
able mattot outloek aad ne ttier^bre 
iwt inmedLof special tax treatuieiii. 
Hie indostncs:' thus affected are alu« 
lUtnium, motor trucks and buses, cemmt 
and refractories, soda ash, f^ochcmi' 
cals and autonv>bileanciliaries. Finally, 
the Finance Minister has served notice 
"that the development rebate now 
allowed on ships acquired or machinery 
or plant&jnstalled will cease to be 
■operative after the 31st May, 1974. 

Comments on (his part of Mr 
<3iavan’8 budset jiroposals have taken 
note of one of their important aspects, 
which is that the central government 
now seems to have reached the conclu* 
sion that the mechanism of fiscal incen¬ 
tives is to be used only grudgingly for 
encouraging industrial expansion. Most 
observers however have overlooked the 
other important point that, through 
its prr^sals relating to the taxation of 
companies, the government has shown 
that it is not only antagonistic to the 
further enrichment of individual busi¬ 
nessmen or the expansion of business 
houses but also to the growth of large 
industrial tinits as such. This is why 
some of the fiscal proposals relating 
to the corporate sector are similar to 
those which have sought to restrict per¬ 
sonal incomes or we^tb. 

This applies, for instance, to the 
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chattel proposed in taxatioii on long¬ 
term caiMtal gMns. An even more striking 
illnstmtion is the increase- in the rate 
of surtax on company profits which 
compares with the increase in the 
surcharge on income-tax in the case of 
individuals or Hindu undivided families. 
The government, in other words,'seems 
to be opposed now not only to what it 
has chosen tO describe as concentra¬ 
tion of wealth or economic power in 
the largest or the larger business bouses 
as enumerated in the r^rt of the 
Monopolies Commission but is idso 
generally against the expansion of the 
big^r industrial units irrespective of 
their being connected—or not connected 
—^with big business houses. By giving 
notice of the termination or dilution 
of fiscal concessions now available to 
industries in the priority sector or new 
industrial projects generally, the govern¬ 
ment has mfide it clear that it does not 
wish to be a party to companies build¬ 
ing up their assets with the aid of tax 
benefits and thereby growing bigger 
faster. More immediately, the increase 
in the rate of surtax on company profits 
seems designed to restrict further capital 
formation in the corporate sector 
and thereby weaken the ability 
of large industrial units to finance 
their further growth with their retained 
profits. If the government’s fiscal policy 
continues to travel in this direction 


1003 

in the coming years it would soon 
reach a point wliere it could effectively 
impose a freeze on the further growth 
of the larger industrial units, whether 
such units are controlled by the larger 
business houses or whether they are 
professionally managed, with their 
shareholdings disbursed among a large 
number of shareholders in more or 
less small lots. 

lU 

One of the nu>re obvious criticisms 
of Mr Chavan’s direct tax proposals 
is that it would discourage saving. 
This proposition has to be discussed 
in detail. Although, contrary to widely 
entertained pre-budget expectations, the 
Finance Minister has not raised the 
minimum limit of incomes assessable 
to tax, he has effected certain 
modifications in the quantum of 
tax deduction available in r^pect of 
long-term savings (through life insu¬ 
rance, provident fund contributions etc.) 
which, along with the deductions allowed 
for conveyance, would make it possible 
for an employee with an annual 
income of Rs 6000 to avoid all liability 
to income-tax provided he saves at 
least Rs 400 in the approved form. 
Here clearly is an incentive to assessees 
in the lower slabs to save more through 
life insurance or other approved forms 
of saving in order to escape or sub- 
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SUmially reduce their liability to income- 
tax. 

The same scheme of tax deduction 
in respect of long-term saving in 
approved forms n\ay also promote 
savings among asscssecs of higher slabs 
of income but in a different way. 
Whereas in the case of assessees at the 
lower levels of income this scheme would 
act as an incentive, in the case of people 
with higher incomes, especially those 
with incomes exceeding Rs 15,000 per 
annum, who have to pay a higher rate 
of surcharge, it would act as a com¬ 
pulsion to save more in order to take 
full advantage of the permissible quan¬ 
tum of .deduction in respect of long¬ 
term saving, The Finance Minister, 
in other words, has sought to use this 
particular fiscal tool as a delerrent to 
not saving more, where asscssecs with 
larger incomes are concerned, Mr 
Chavan, to put it differently, seems to 
have worked out a formula for com- 
piilscry savings from the more affluent 
sections of income-tax assessces. 

Limited Effect 

In the circumstances it is not un¬ 
likely that personal savings as a whole 
will rather improve than decline as a 
result of the tax proposals. This effect 
may however be limited to the short 
period, the long-term effects of the 
drastic taxation of higher levels of 
income or wealth on willingness to 
work more or earn more and be able 
to save more could be quite different 
and, as has been mentioned earlier, 
this aspect of fiscal polity has to be 
examined in terms of complex motiva¬ 
tions which Marshallian man is sub¬ 
jected to as he engages himself in the 
ordinary business of life, in earning 
money or spending or saving it. 

Again, discussing the government's 
handling of the problem of savings 
through this budget, we must also take 
into account the fact that, to the extent 
the government has sought to effect a 
further transference of funds from 
individuals and companies to the public 
exchequer, it has attempted to organise 
the investment of private savings thro¬ 
ugh the machinery of government. 
Viewed in this manner thcgovcrnmenl’s 
budgetary exercise in this respect 
could be described as an attempt to 
step up public saving even if it be at 
the expense to some extent of private 
saving. Such an interpretation is, how¬ 
ever, no doubt subject to certain very 
important qualifications. 

In the first place, given I he fact that 
expenditure oh administration or other 
non-development or non-Plan expendi¬ 
ture has. been historically and regularly 
absorbing the lion’s sShare of the reve¬ 


nues ostensibly raised for further public 
investment, it would be legitimate to ask 
whether public saving would at all be 
stepped up to the extent of the trans¬ 
ference of funds from individuals and 
companies to the government through 
the direct tax proposals in this budget. 
It's also permissible to argue that the 
marginal rate of saving in the public 
sector is much lower than the marginal 
rate of saving in the case of affluent 
individuals or the corporate sector 
as a whole. Even so, in the interest of 
clear analysis, it would be desirable 
to lake note of the theoretical assump¬ 
tions of the Finance Minister which 
are to the effect that the time has com.e 
to employ the instrument of the budget 
as a means of improving the rate of 
public saving which is currently very 
low. 

IV 

The budget then is a true exercise in 
socialism. It has effectively attacked 
the problem of inequalities in income 
and wealth and it has proposed sub¬ 
stantial appropriations of private or 
corporate earnings or wealth for financ¬ 
ing an expansion of public invesiment 
and the growth of the state sector 
in the industry and commerce of the 
nation. Whether socialism itself is 
desirable or not, is of course another 
question. I personally would affirm very 
clearly and lirmly my rejection of it, hut 
this has nothing to do with our judg¬ 
ing the budget in terms of its declared 
political motivations or the ideological 
objectives which the ruling party 
has set for itself. Judged in these 
terms, tins budget, as 1 have said 
earlier, is positive and purposeful. 

The other and even more important 
question is whether this budget would 
serve the national economy as well 
as it might serve the political 
)nteresis of the ruling party. Here, 
again, my own mind is clear enough. 
This budget is clearly anti-growth in 
the long period. As a first move in the 
present government’s settled policy to¬ 
wards private enterprise, it could be 
the beginning of a process of freezing 
at or near existing levels the contribu¬ 
tion whicli large-scale industry especi¬ 
ally may be able to make to the indus¬ 
trialisation of the nation. This budget 
makes it clear that the government has 
rejected the desirability of encourag¬ 
ing the growth of large-scale industry 
through fiscal or other incentives. 
The direct tax proposals both as 
regards personal incomes or wealth 
and corporate earnings or capital have 
markedly befogged the x:limate for 
private investment and has particularly 
m.ade it less likely than ever before 
that foreign private capital would dis¬ 


play any substantial interest in invest* 
ment possibilities in this country. 

The heavy incidence of direct taxation 
has so far been tempered pi|rticularly 
in the case of companies by various 
fiscal concessions and reliefs.Mr Chavan 
has now chosen to regard these con¬ 
cessions and reliefs as just so matiy 
loopholes for the avoidance of taxation 
and has proceeded to climinatei^r rCstric 
them. The logical consequence of this 
move would be to render the impact 
of the basic taxation on individuals 
and companies impossibly onerous. The 
Finance Minister may be justified, in 
arguing that the concessions and reliefs* 
which he has reconsidered to the dis¬ 
advantage of individual or corporate 
assessees, are illogical in some cases, 
but he has overlooked the fact that, 
despite their illogicality, there is this 
basic justification for them that it is 
because of them only the incidence of 
the tax structure as a whole has been 
held on this side of breaking point. By 
now exposing individual or corporate 
assessees to the full rigours of the tax 
burden which has been pijed up on 
them over the years, Mr Chavan has 
in fact shown up not so much the 
illogicality of the reliefs and concessions 
as the illogicality of the basic taxation 
itself. 

V 

As in the case of every budget in the 
past, on this occasion too the stock 
question has been raised whether this 
budget will not be inflationary in its 
impact on. production or prices. An 
allied issue is whether this budget 
has been wise in risking deficit fiancing 
to the extent of Rs 220 crorcs. To 
take the second question first, it seems 
to me quite possible that the inflatio¬ 
nary im.plications of deficit financing of 
this size could be exaggerated. It is not 
sufficiently realised that (he decisive 
force acting on the price level in our 
country is still the volume of agricul¬ 
tural production, particularly food 
production. Whether we like it or not, 
our economy continues to be a 
gamble in the rains from year to year. 

If the rate of agricultural production 
continues to run at planned levels, 
the economy should certainly be able 
to assimilate the quantum, of deficit 
financing assumed in the budget. 

Having said this, I would like to add, 
however, that the government has been 
imprudent in programming for an in¬ 
crease of Rs ^00 crorcs In the Plan 
outlay for the current financial year. 
Considering that the Finance Minister 
has made only an interim provision of 
Rs 60 crores towards prospective ex¬ 
penditure on the influx of refugees 
from East Bengal, the government 
should have been careful enough to 
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Jnn« H, 1971 

1 »oyide for « substantiBl cushicNdin the 
bwl$9t agftimt the possjMlity of adiU- 
tkmti demands being made on its 
resources for its commitment, which 
is necessarily indefinite, in the matter 
of displaced persons from East Bengal. 

The economy has by now learnt to 
live with Plan holidays of one kind 
or th^other and the heavens would 
not have' fallen had the government 
decided to be more circumspect in 
assuming increased financial com¬ 
mitments in respect of the fourth Plan 
in view of the as yet unchartered call 
which the influx of refugees may make 
on our public revenues. The saving 
grace here is that Plan schemes or 
programmes for the spending of the 
additions proposed to be made to 
the Plan outlay are still to be worked 
out and processed by the ministries 
or other ofliicial agencies concerned. 
Since more than a quarter of the current 
financial year will be over by the time 
the budget is passed by Parliament, it 
is highly improbable that the process* 
ing or planning of schemes for spending 
the additional allocations would be com¬ 
pleted in time. This would mean that 
a good part of the projected increases 
in the Plan outlay may end up merely 
as a paper provision. The scheme of the 
bud^t would in the event prove to be 
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flexible enough to enable the govern* 
mmit to sp«ad substantially more on 
relief to the refugees than the budget 
provision of Rs 60 crores. This is apart 
from the fact that condderable inter* 
national assistance is bound to be 
forthcoming for the rtdief of the dis¬ 
placed persons from East Bengal since 
it is inconceivable that this country 
could shoulder this great and grim 
responsibility alone. 

VI 

Then there is the question of indirect 
taxation in the bw^et and its possible 
impact on costs and prices. So far as 
industrial costs are concerned the 
across-the-board increases in customs 
duties cannot but push up capital costs 
or the cost of raw materials in the 
industrial sector. To the extent that 
imported plant and machinery may have 
to bear higher import duties, the 
capital costs of new industrialisation 
must go up, thereby adding to the pres¬ 
sure on the limited financial resources 
available for new industrial projects 
or the expansion of existing under¬ 
takings. Increases in the landed costs 
of raw materials Will of course be 
directly reflected in manufacturing costs 
and on prices of industrial products. 

While this would be the general deve¬ 
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lopment in cause and dBTect, the actual 
situation is rather more complicated 
than this analysis would suggest. It is 
well-known that in the case of many 
materials the prices at which they are 
available to the manufacturers are 
often only remotely related to the 
landed costs. Secondly, there being a 
seller’s market in the case of many 
goods in which scarce imported mate¬ 
rials are used, the retail prices are even 
now in excess of levels warranted by 
what raw materials or other 
components actually cost manu¬ 
facturers. While, ttfoadly speaking, the 
incidence of the increases in customs 
duties on raw materials and com¬ 
ponents will be passed on to a sub¬ 
stantial extent to the consumers of 
finished products, it would be rash 
to suggest that the whole incidence 
will necessarily be borne by the 
consumers. 

As for the increases in the rates of 
existing central excises or the new 
levies proposed in this area, it is signi¬ 
ficant that the main criticism of Mr 
Chavan’s proposals had been directed 
against the imposition of an excise duty 
on maida. Critics of Mr Chavan do 
not seem to realise that our central 
excise cannot indefinitely be confined 
to industrial goods. Semi-processed 
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of agricultural origin must .abo 
W brought into the central excise 
structure so that the base of th^ tax 
is iridened. It is often said that the cen* 
ttal government has failed to find ways 
and means of taxing agriculture suffi¬ 
ciently and this is a criticism which has 
been repeated on the occasion of the 
present bu^ct also. To the extent 
that there is point in this criticism, it 
must be conceded surely that taxing 
of commodities or goods such as maida 
which have a large agricultural con¬ 
tent should be accepted as a right move. 
Wc already have enough sacred cows 
in our fiscal system such as salt. 
There is no warrant for adding further 
to their nuntber. As agricultural pro- 
duction moves up to higher levels, the 
incidence of excise duties on goods 
With a major agricultural content will 
naturally be determined by the inter¬ 
action of supply and demand as is the 
case with excise duties on industrial 
goods, and we have a right to expect 
that as various agricultural products 
become more plentifully available, the 
producers will also have to absorb 
part of the excise taxation by accepting 
cuts in prices. 

Finally it remains for me to make 


EASTEKM SSODNOMIST 

it clear that my views on this budget 
should not be misunderstood, 1 do not 
by any means consider this budget 
good to the country or countiy’s eco¬ 
nomy. This is for the simple reason 
that I firmly believe in private enterprise 
whereas this budget, as I have made 
it dear, is really hostile to the gro^wth 
of the private sector. At the same time, 
1 have attempted in this discussion to 
view the budget in its declared 
political context and in the light of 
the political motivations of the 
ruling parly. On this basis, I am led 
to conclude that this is most decidedly 
a socialist budget in that the Finance 
Mini.ster has tried to level down 
the incomes and wealth and also 
attempted to appropriate a large part 
of individual or corporate earnings 
and wealth for the purposes of the 
public sector. Such of my countrymen 
as have voted fora socialist programme 
in ihe last general election as well as 
those of the rest of us who have 
cast their votes against this programme 
have now before them a firm govern¬ 
ment document in the form of the cen¬ 
tral budget to assist them in re-examin¬ 
ing or redefining their views on what 
socialism means or what good it is 
likely to do to the country. 


Disincentives Galore 
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Tub BUDt’rhT for 1971-72, presented to 
Parliament on May 28 by the Finance 
Minister, Mr B. Cliavan, has a 
number of negative features. Through 
increased income-tax burden on middle 
and upper middle classes, it is likely 
to hurt the saving capacity of traditional 
savers and investors in our society. 
The withdrawal of concessions and 
increased taxes on companies may 
hurt the climate for investment which 
has improved somewhat after four 
good agricultural years and a mild 
recovery in indUsStry. 

Granted that the changes in direct 
taxes would not yield a large sum as 
the bulk of the increment in revenue 
would result from indirect taxes, what 
needs to be pointed out is that direct 
taxes in our country have already 
been raised to high levels and the scope 
for increasing their incidence further 
is severely limited isee Table I, p. 1010). 
Take the case of income-tax. The budget 
proposals include the increase in sur¬ 
charge on income-tax in cases where 
the total income of an individual 
exceeds Rs 15,000 per annum; the 
surcharge has been raised uniformly 
from 10 to 15 per cent. The yield from 
this tax might not be large but its impact 
would be felt on a number of assessecs 


—nearly 200,000 individuals on the 
basis of 1966-67 data. 

Table 11 (p. 1010) compares the rates 
of income-tax in 1950-51 and 1971-72 
at various levels of income between 
Rs 5,000 and Rs 500,000 per annum. 
It is seen that the increase in income 
lax at Rs 7,500 is nom.inal. In fact 
during the past few years relief in in¬ 
come lax lias been provided at income 
levels below Rs 7,500. The incidence 
of income-tax has, however, increased 
at all levels of income above Rs 7,500 
per annum. The marginal rate of tax at 
50 per cent is now attained at the in- 
cou'.e level of Rs 30,000 per annum 
against Rs 40.000 per annum in 1950-51. 
The incidence of tax has increased 
sharply after the income level of Rs 
15,000 per annum. The increase in 
income-tax coupled with rising prices 
has eaten into the standard of living of 
all classes in general and the middle 
class in particular. 

In 1950-51, a person who earned 
Rs 1,00,000 in a year was able to retain 
a sum of RsJ52,320 after payipgincome- 
tax of the order of Rs 47,680; if addi¬ 
tional income of Rs 400,000 accrued to 
him, he was able to retain as much as 
Rs 93,703 out of it. According to 
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theiiicoine4ax rates for 1971-72, an in¬ 
dividual earning Rs 1,00,000 per anntim 
has to pay a sum of Rs 59,800 by way 
of income-tax leaving a sum of Rs 
41,200 only in his hands. Tf he earns 
another sum of Rs 400,000, all that 
remains in his hands out of this addi¬ 
tional income is Rs. 14,750 i.e, after 
attaining t he income level of Rs 1,00,000^ 
per annum, the additional incopie of 
Rs 4,00,000 brings in no IJWfc than 
Rs 14,750 or nearly 3.5 per cent of 
additional income. It is clear that the 
new tax rates provide no incentive for 
working hard and earning more. 

Declining Number 

The number of individual assessees 
earning Rs 1,00,000 a year or more 
has been relatively sm.all for the past 
many years. In 1966-67, the latest year 
for which figures are available, the 
number of such assessees was 3,898 
out of a total of 1.47 millions (sec 
Table 111, p.l013). The oppressive rates 
of income-tax have sharply reduced the 
number of assessees earning even Rs 
60,000 a year (Rs 5,000 a month). 
Out of a total of 1.47 millions of 
assessecs (individuals), only 12,522— 
less than one per cent of the total— 
claimed incomes above Rs 60,000 per 
annum. This trend, it seems, is intended 
to be hastened through new restrictions 
on salaries above Rs 5,000 a month. 
The Finance (No. 2) Bill, 1971, provides 
that expenditure incurred by a taxpayer 
on payment of salary to an em.ployec 
would not be allowed as a deduction 
in computing the taxable profits to 
the extent it exceeds the amount cal¬ 
culated at the rate of Rs 5,000 per 
month. It follows that the business 
houses employing persons drawing more 
than Rs 5,(X)0 a month are not debarred 
from paying a high salary to an indi¬ 
vidual though the cost of retaining 
such a person to the company would 
in fact be much higher than the salary 
paid to him. 

What is more, every additional 
payment to such an employee of Rs 
100 above the limit of Rs. 60,000 a 
year Would attract the income-tax 
rate of 70 per cent. If an employer 
desires to raise the salary of an executive 
by Rs 1,000 a month after the attain¬ 
ment of the level of Rs 3,000 a month, 
he is not allowed any deduction in 
the compulation of income-tax; he 
is required to pay about Rs 500 by way 
of tax on every Rs 1,000 additional 
paid by him to the executive. In the 
hands of the executive, this increment 
would claim the marginal rate of tgx 
at 70 per cent. Thus out of every Rs 
1,000 paid by the employer to the 
executive after the maximum limit of 
Rs 60,000 a year, only Rs 300 would 
remain in the hands of the employee; 
the employer Would have to pay gn 
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UDAIPUR A city of Lakes, and the floating lake Palace 

in the middle of the lake. 

' And, continue your journey to: 

RANAKPUR Temples — a treasure house of art and 

architecture — with collosal pillars, intricately 
carved. 100 miles away from Udaipur en route 
to Mount Abu. 

And, then continue for: 

MOUNT ABU Mountain of Gods — Charming Hill resort in 

Rajasthan. 

World-famous Dilwara Temples, carved in marble 
by dedicated masons* and sculptors over a 
thousand years. 

fw furtfitir 4ttU9, contact: 

1. TIm Tourtet CMItecr, Udaipur. Phona No. 40S 

2, Tha Toi^ Olllcar, Mt. ANu. Phono No. SI 

or Tha Olraciar of Tourlmit RaiattAan, Jahrar. (Phono No. 7SBT3) 


/wupd ; rm £>m€CTOR Of TOUmSM, eO¥T. Of RAJASTHAN, JAIPUR. 
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fddHioiMl «am of Rs 500 by way' of 
taxes. If follows that through high 
aittes of ii)coine*tax and flscti |krO- 
visions, a virtual ceiling on the income 
of an individual has bMn imposed. 

In sharp contrast to the facilities 
provided in previous budgets for en¬ 
couraging savings by the traditional 
savings groups in our society no such 
effort has bwn made in the current 
year’s budget. However, through chan¬ 
ges introduced in the computation of 
deductions allowed for such savings as 
life insurance premia, some concessions 
have been allowed. Up to Rs 1,000 or 
less saved by way of life insurance, 
premia or. deferred annuity policies, 
full deduction from taxable income 
Would be allowed as against 60 per cenr 
of such savings under the existing 
provisions. All persons saving up to 
Rs 1,000 a year in this way are likely 
to be benefited through the new liberal 
rules. 

Penal Wealth Tax 

It was Prof. Nicholas Kaldor who 
had recommended to the Government 
of India about 16 years ago the impo¬ 
sition of Wealth tax. The Finance Act, 
1957, provided for the levy of this tax. 
The annual yield from this tax has 
not been very significant in recent 
years despite steady increases in the 
rates of wealth tax. During the past 
three years in particular, the incidence 
of this tax on higher brackets of wealth 
has been sharply increased {see Table IV 
p. 1013), The most significant changes 
have been made in the current year’s 
budget which provide sharp teeth to 
this tax; it is expected to yield as much 
as Rs 30 crores in the current year. 

Two far-reaching changes in wealth 
tax have been proposed in the current 
year’s budget. First, wealth tax will be 
chargeable on every rupee of net wealt h 
where it exceeds the exemption limit 
of Rs 100,000 in the case of an indivi¬ 
dual or Rs 200,000 in the case of Hindu 
undivided families. Hitherto, no 
tax was levied on the first Rs 1,00,000 
of net wealth in the case of individuals 
and on the first Rs 2,00,000 of net 
wealth in the case of Hindu undivided 
famiies. Second, all net wealth above 
Rs 15 lakhs is proposed to be taxed 
at the flat rate of 8 per cent in the 
case of individuals. The number of 
persons affected by this proposal would 
be 564 according to data for the 
,assessment year 1966-67. In the case 
of Hindu undivided families this penal 
rate would come into operation above 
the first Rs 17 lakhs of net wealth. 
This is indeed a very harsh step. 

Two years ago agricultural property 
Was also brought within the purview 
of the-Wealth-lax Act. .The expected re- 
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TAXES ON INOOip ODUOSAXlON TAX 


(bi laldu of tvppe$) 



Budget 

197(^71 

Revised 

1970-71 

1971-72 

I. Corporation Tax 


• < 


Ordinary collections including advance 
tax collections 

Super Profits Tax 

Surtax 

Miscellaneous 

325,50 

1,00 

15,00 

SO 

348,90 

50 

15,00 

60 

378J5 

1,00 

15.00 

75 

Total-I 

342,00 

365,00 

395,00 




16,00* 




441,00* 

II. Taxes on Income other than Corporptlon 
Tax 




Advance tax collections (net) . 

Ordinary collations 

Surcharge (union) 

Surcharge (special) 

Addl. surcharge (union) 

Excess Profits Tax 

Miscellaneous 

85,60 

320,90 

16,25 

8,00 

2,00 

4i6o 

160,00. 

278,50 

10,00 

5,40 

SO 

10 

5,50. 

165,00 

2SOA0 

12,00 

6,00 

50 

10 

6,00 

Total-II 

436,75 

460,00 

480,00 

11,00^ 




491,00* 

Total ! &11 

778,75 

825,00 

875,00* 




+ 27,00* 


902,00* 


* Effect of budget proposals. 


Income 

'Rs) 

Table II 

KATES OF INCOME-TAX: 1958-51 AND 1971-72 


1950-51 

(Rs) 

1971^72 

ineicaee 
m or 
aoomae 
(~) 

5,000 

117 

Nil 

—117 

7.500 

273 

275 

+2 

lO.OtX) 

492 

550 

+58 

15,000 

1,086 

1,485 

+399 

40,000 

9.711 

12^ 

+i939 

70,000 

26,586 

34300 

+7314 

90,000 

40,492 

51,175 

+10383 

1,00,000 

- 47,680 

59.800 

--12,120 

2,00,000 

124,242 ' 

151,800 

--27,558 

3,00,000 

202387 

249,550 

--47,183 

5.00,000 

358,617 

445,050 

--86.433 
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‘Terene'* is a trademark for fibre 
manufactured by 

Chemicals and fibres of India limned (CAFIl 
It IS not a fabric, but a trademark allowed 
on mill fabrics made with ‘Terene' fibre 
. fabrics made to rigid standards of 
performance in durability 
and wearer satisfaction. 

Whatever the name of the mill may be. 
when you see the Terene' trademark on a fabric. 

It means the fabric meets 
high standards of performance. 

On blend percentages. Crease-resistance. 

Colour fastness Weave Finish. 

Every single detail! 

It's a lot for one trademark to ensure. 

That's what makes it worth looking for. 

whatever the name of the mill 
make sure thelE ^^ trademark is ON thefabric 

• RtOlttarttf imdemark ot 
Chtmlcfllt and Fibres of India LIniitad- 
manufacturert of Itbre 
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lne(juality an evil, but / do not bduve in 
eradicating evil froth the human breast 
at the point of a bayonet. Violence is wrong ^ 
because U overlooksihc jact that evil can never h 
overcome by evil; it ceases only with good, c 
As the means, .so the ends' ' 
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vei^ ooas(sqiKkat,u]pon 

an vr«v«ouii> 

nqK«s wadtB ^ on lyplifltdtncat 
projpetty. wby f^ from 

this tax whkih luedi to wn than R$ 
10 crorts in the qiidpsixtiin iui^ haprov- 
edto fU l!6 (scores in 197|l><71i^ i* 
cted to nearly double ttittM‘during the 
ciutent’year. 

As stated above, the number of 
assessees paying wealth tax is not latfe. 
Acsoording to the assessments for 
1966-^, th^ number was 68,884; 
nine out of 10 assessees commanded 
wealth of less than five lakhs of rupees. 
The number of those who were assessed 
for a rnsalth of more than a crore of 
rupees was 13 only (see Table V, 
p. 1017). The total value of wealth 
which attracted this tax was Rs 
19^.22 crores and the wealth tax 
levy was Rs 8.41 crores. 

Ceiiing <» Xmobw and Weatili 

Through a sharp increase in the 
incidence of wealth tax, the govern¬ 
ment has birought about a virtual 
ceiling on ownership of wealth and 
through owwessive personal taxation 
rates, a cm^ (m income has been 
inqwsed. Thus through various steps 
suggested in the current years’s bud^it, 
a ceiling is proposed to be imposed on 
both income and wealth. 

The capital gains tax became a 
part of the Income-tax Act in the 
notorious Biaqat Ali Khan budget 
of 1946-47; it remained a part of the 
Income-tax Act for two years. It was 
revived in the 1956-57 budget and its 
provisions have been made steadily 
stifibr from one year to the other. In 
the budget for 1971-72, the tax on 
long-term capitel gains relating to 
companies has been raised while mar¬ 
ginal changes have been made in other 
cases. 

It may be stated that in the termino¬ 
logy of income-tax law in our country, 
long-term capital gains represent those 
gains wbudi tuise from the transfer 
or sale of capital assets and which 
^ve been held for more than 24 
months. Such guns in relation to 
buildings or lands were chargeable to 
tax at w per emit but now the rate of 
tax is pmposed to be enhanced to 45 
per cent, in regard to long-term capi¬ 
tal gain! for oth^ assets, the rate of tax 
was 30 pot cent hitherto but it is now; 
propost^ to bi (duinged to 35 per cent. 

For an taxpayers thmi oom- 
pahies. a wiiiM cluuite ban beeq 
broui^ (d)ottt.nFdr boildmgnorilniid^ 
the tongderm atoital gains weidd be 
Rs 5,000idus 35 per cent of the mnoiiAt 
of such gains exceedhw Rs 5jgo6 s» 
against 45 per cent nnda the eidst^ 
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Range of total Income 
assessed 

Rs 

No. of 
peispns . 
assessed 

Income' 
assessed 

Rs (000) 

Tax 

Payable 

RsODOO) 


Below 4,000 

50235 

16,95.17 

46,53 

4,001 

.- 

5^ 

376216 

1,56,69,76 

^5949 

5,001 

— 

7,500 

421212 

2,51,46,10 

7,05,16 

7,501 

— 

10.000 

261975 

2^7,44 

1141,75 

10,001 

— 

12,500 

98809 

1,08/16.89 

742,07 

12,501 

— 

15,000 

66083 

89,54,98 

7,12.41 

15,001 

— 

17,500 

S4099 

85,54,77 

8,57,32 

17,501 


20,000 

29664 

55/M,79 

64844 

20,001 

-r- 

25,000 

37784 

82,71,58 

11,8446 

25,001 

— 

30,000 

20989 

57,0244 

947,09 

30,001 

— 

40,000 

25623 

87/13/19 

19/45,68 

40,001 

— 

50,000 

10232 

45,29,14 

1244,29 

50,001 

— 

60,000 

6334 

33,90,78 

11,06,25 

60,001 

— 

70,000 

4106 

26,06,39 

842,51 

70,001 

— 

1,00,000 

4518 

3741,05 

15,82,82 

1,00,001 

— 

2.00,000 

2885 

37.90,19 

20.5849 

2,00,001 


3,00,000 

513 

12/14.65 

T/43,32 

3,00B01 

— 

4,00,000 

201 

64344 

4/16,12 

4,00,001 


5,00,000 

92 

4.13,59 

2,88/12 


Over 5,00,000 

207 

20/1947 

14,69,67 



Total 

1471777 

14,36,23,31 

140,02.98 


Table IV 

IVEALTH TAX BATES 


(a) IndMdeala 

(i) On the first Rs i lakh of net wealth 

(ii) On the next Rs 4 lakhs of net wealth 

(iii) On the next Rs 5 lakhs of net wealth 

(iv) On the next Rs 5 lakhs of net wealth 

(v) On the next Rs S lakhs of net wealth 

(vi) On the balance pf net wealth 

(b) Hinin Undivided Ftfsliy 

<1) On the fir^: Rs 2.lakhs of pet wealth 
(ii) On the next Rs 3 lakhs of net wealth 
(iii) On the next Rs $ iakhs of net wealth 
(iy) On the next Rs 5 lakhs pf net wealth 

'On the;WnEt 

(Vi) On the balance 4f jn^ uteahh 


Rates in 

Rates 

Budget 

1970-71 

eflective 

proposal 


from 

1972-73 


1971-72 



Nil 

Nil 

Nil 

0-5% 

1% 

1% 

1% 

2% 

2% 

2% 

3% 

3% 

2% 

4% 

8% 

2.5% 

5% 

8% 


Nil 

Nil 

Nil 

0.5% 

1% 

1% 

J% 

2% 

-/• 

2% 

3% 

3% 

2% 

4% 

8% 

2.5% 

5% 

8% 
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law. For all other capital aasets, the 
longterm cajntal gains tax baa been 
chatted from 65 per cent tte 
existing law to Rs 5,000 plus 50 per cbnt 
of the amount by which the gains ex> 
oeed Rs 5,000. These measuns wilt 
enhance the incidence of this tax on 
long>tam capital gains in all cases 
ymke companies ate involved; for 
other than companies, the inci^nce 
will increase up to capital gains valued 
at Rs 30,000; beyond that level there 
will be some relief. 

In 1966>67, the number of assessees 
(individuals, Hindu undivided families, 
unregistered firms, associations of per¬ 
sons, registered firms and companies) 
vdio attracted capital gains tax was 
14,622. The value of capital gains in¬ 
come was estimated at Rs 15.36 crores 
and income-tax payable to the exche- 
was estimatro at Rs 4.26 crores. 
largest contribution at Rs 96.96 
lakhs was made by 26 assessees whose 
capital gains were more than five lakhs 
of rupees in each case. It follows that 
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stringent tax rates on capital gains 
would certainly yield addiifionai reve¬ 
nue to the government blit the voluihe 
of increase would not be iaeije so a$ to 
make any significant contribution to 
the exchequer. 

The corporate sector is likely to come 
under heavy pressure if afi the changes 
visualised in the Finance Bill come into 
operation. The proposed increase in 
the rate of surtax on company profits 
from 25 to 30 per cent (where charge¬ 
able profits exceed 15 per cent), tiie 
withdrawal of development relate from 
June 1,1974. the curtailment in the list 
of priority industries and the scaling 
down of the special tax exemption limit 
from eight to five percent of the profits 
of these industries, the removal of de¬ 
bentures and long-term borrowings in 
the computation of the limit of six per 
cent of the capital for purposes of tax 
exemption of new industrial under¬ 
takings, the negation of the facility to 
enjoy tax-free income up to Rs 3,000 
a year from investments in specified 
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financial assets by companies and &e 
denial of concessaonal tax*6il dividends 
recbiyed by foreign conFeiflidi will all 
dampen the flow offiiiids for new ven¬ 
tures leading to a slowing down in the 
establishment of new iadusbiei. 

The raising of surtax from 25 to 30 
per cent is likely to pei^ae findier 
the eificient industry units.' It may be 
recalled that the CompajO^ (Profits) 
Surtax Act which came into force in 
1965 had taken the place of Si^-Pro- 
fits Tax Act, 1963. Both diese measures 
enhanced the tax burden of those com¬ 
panies which were able to handle their 
financial operations oificiently, dtouj^ 
the former was certainly a muder ver¬ 
sion of the latter. The harsh impact of 
surtax on the working operations of 
the corporate sector induced the gov¬ 
ernment to mduce its incidence in two 
stages from 40 to 25 per cent. While 
reducing the percent^ of surtax from 
35 to 25 per cent in the assessment 
year 1969-TO (earlier it was 40 per cent), 
the then Finance Minister, Mr Morarji 
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PiMi* luii ijud lliftt *‘It u Intended m s 
: epnr4)i’.llfi It foUovw that ^ 

eriSuHiDiniiim of ivjtexwill now have a 
■ d ept e e i ive inflneaoe pn ^dei^. It 
is not Jchown why. Y.B. Ghavan 
has {Moposed. this anti^^mcisney sten. 
It seems that in'lu's seal to oeHect adoi- 
tional revenues, he hitis i<«>f«d the 
letsons>lea^ hiaj 

The only anument ^ 
in favour of ulis tax is thi 
the excessive profits of son 
which enjoy a privileged pc 
market, the demand for t! 
being far in excess of supidy. It is 
conceded that in such cases there is 
some justification for this tax but un¬ 
fortunately it makes no distinction bet¬ 
ween those companies which earn in¬ 
creased profits through business effi- 
ciemw and those which enjoy monopoly 
position in the market. . 

Devetopment Sdwte 

In order to i»ovide an incentive to. 
the develojnnent of industries in our 
country, devetopment rebate was initi¬ 
ated in the budget for 1954-55. The 
rebate was in addition to the deprecia¬ 
tion allowance and was allowed to be 
carried forward for a period not ex- 
ceedii^ eight years. Because of this 
incentive the profitability of many in¬ 
dustrial units improved and this was 
demned to be on: of the plus points in 
attracting inrivate foreign capital. 

The Finance Minister, Mr Y.B. 
Chavan. has now served notice on in¬ 
dustry that no devd<q;Mnent rebate in 
respect of new investments on ships 
acquired or machinery and plant ins¬ 
talled after May 31, 1974, would be 
allowed. The conclusion has been 
drawn in a cavalier fashion that this 
pronouncement would hasten the estab¬ 
lishment of nesy units before the dead¬ 
line set by the Finance Minister. By 
withdrawing this concession in 1974, 
the government will ^ve a setback to 
the process of industnal growth in our 
country. The shipinng companies in 
particular will be hit hard hy the vrith- 
drawal of this incentive. It is known that 
a major proportion of our riiips are 
built abroad and the Vfudt of our .foreign 
sunpliers ate heavify booked. I^li- 
vertes of most of the ships already or- 
drned would take (dace after 1974 
while the decisions to acquire these ships 
were made on the basts of the av^«r 
bili^ of devetopment rebate. 
will hot only hurt ^eir profitability but 
will also put a jbraloe to their eximnston 
prograimne. ' Our aqfiration to carry 
at tomt half of our foim|n trade uhdm 
out nationa! flag wfil be hard to attsJn 
if the deoiajott mgarding the deivlop- 
nteht mbato is jimt rovuri^ 

It may IM reeafiei^ that tMi is hot the 
first 'oecasiod whi^ the aottoe rsfihfd*, 


ing the withdrawal of devi^c^hmit re¬ 
bate has been served>oh iadustry. As 
far back as 1964, MrT.T. Xriidmamaf 
chari, the then Finance Mihiator, had 
said in his budget; “I woldd bam liked 
to discontinue the 
availability of devdopment rebate 
and. to confine it. on a grattoated 
basis to certain selected jhdustries. 
I, however, amreciate that tills mi|ht 
cause difficnlties to cohcerhs who have 
made plans for starting an industrial un¬ 
dertaking on the presumption that this 
rebate would contmue to be available in 
the near future. In view of this, I would 
like to clarify that the eOntinoance of 
the development rebate in its piesent 
form beyond Ist April, 1966, diould not 
be assumed. I believe it is ita the inte¬ 
rest of industrial devetopment to give 
such nottob.” Instead of scrapping de- 


velo{>ment debate, he extended this 
concession to a number of other in¬ 
dustries in subsequent years. 

' The abridgement of the list of prio¬ 
rity industries is an unwise step. The 
Finance Minister has not explained 
the rationale of removing aluminium, 


motor trucks and buaea^ cement and 
refractories, soda ash, petrochemicals, 
and automobile aneitlaries from the 
list of priority industries, is still 
worse, the ^ial tax exemption has 
been scaled down ftom e^t to five per 
cent of profits in tiie. case of those in¬ 
dustries which still remain on the prio¬ 
rity list, The state of working of each 
priority industry tiiould have been stu¬ 
died so as to evolve the basis and the 
extent of withdrawing this concession. 
Surely, all the priority industries ate 
not equally fortunate in their working 
operations. A selective approach in 
this case would have been profitable 
as the burden would have fallen, on 
those industries which have acquired 
the capacity to bear it. 

The change in regard to the compu¬ 
tation of capital emptoyed for tax re¬ 
lief to new undertalangs has come at 
the wrong time. BecSuse of the slack¬ 
ness in industrial expansion, there is 
urgent necessity of initiating measures 
to accelerate the flow of capital to new 
ventures. On the contrary, by exclud¬ 
ing debentures and long-term borrow- 


Table V 

WEALTH TAX ASSESSMENTS 


Nature of net wealth 

(Rs) 


]%5-66 

1966 67 


No of 
assess¬ 
ments 

Total Wealth 
value tax 

of levy 

wealth 

(Rs in lakhs) 

No of 
assess¬ 
ments 

Total Wealth 
value tax 

of levy 

wealth 

(Rs in lakhs) 

Up to S lakhs 

59172 

127012 

304 

62362 

134183 

317 

5 lakhs to 15 lakhs 

6265 

47675 

272 

5958 

44370 

358 

15 lakhs to 25 lakhs 

478 

8863 

95 

378 

7034 

77 

25 lakhs to 50 lakhs 

196 

6612 

91 

133 

4399 

69 

50 lakhs to I crore 

39 

2613 

43 

40 

2937 

53 

above I crore 

11 

2284 

46 

13 

3099 

67 

Total 

66161 

195059 

851 

68884 

196022 

841 


Note: This table includes individuals and Hindu undivided famlies, In 
1966-67, the number of Hindu undivided families assessed for wealth tax was 
5,762 only. 

Table VI 

INTER-aHtPOKATION DIVIDENDS 


Dividend receiving 
company 


Dividend paying com- Deduction EfTective rate of tax 
pany in on dividend 

dividend 
allowed 


Domestic widely-held 
company 

Domestic closely-held 
company 

Domestic closely-held 
company 

Domestic any company 65% 70% of 35%a=«24. 5% 

Note: Aotintdi^ proposals, the third case wopkl be tmatml to 

’ the samf .way 'mui^ 'case. 


(1) Domestic conqumy 

(2) Domestic company 

(3) Foreign company . 

(4) Fqitilfq company 


60% 55%of40%-22% 
60% 65%of40%=26% 
80% 70%of20%«14% 
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ings from capital employed for calcula¬ 
ting six per cent of capital employed 
(wnich is the lax exemption limit of 
profits of new undertakings) the Fi- 
nam.e Minister has made some of the 
new projects unviabic during the ges¬ 
tation period and hence given a setback 
to industrial expansion. 

The incidence of tax on dividends 
received by a foreign company from 
a closely held domestic company is 
proposed to be raised from 14 per cent 
to 24,5 per cent {see Table VI, 
p. 1017). This change is being 
justified on the plea that a closely-held 
domestic company is now subjected to 
tax on the first Rs 10 lakhs of its in¬ 
come at the same rate as a widely- 
held domestic company and hence 
there is no need to treat the two diffe¬ 
rently. In other words, the effective 
incidence of tax on dividend received 
by a foreign company from any domes¬ 
tic company closely-held or widely- 
held -- will be uniform at 24.5 per 
cent. The withdrawal of a concession 
already available to a foreign company 
may not constitute singly a deterrent 
to investment by foreign companies in 
domestic companies but it will certain¬ 
ly vitiate the overall climate for in¬ 
vestment. 

In order to encourage the flow of 
funds in government securities, noti¬ 
fied debentures, shares in Indian com¬ 
panies, units in the Unit Trust of India 
and deposits with approved financial 
corporations, the facility was provided 
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that income received flrom auch sources 
was exempted from tax im to an aggre¬ 
gate amount of Rs 3j000 which is de¬ 
ducted from taxable income. It is 
now proposed to withdraw this con¬ 
cession from com|Mmie$, partnership 
Arms etc. while individuals and Hindu 
undivided families would continue to 
enjoy this benefit. The Finance Minis¬ 
ter has missed the point that this con¬ 
cession is meant to benefit not so much 
the investing compan;)r as the specified 
areas of investment into which it is 
desirable to direct investible ftinds. 

Certain concessions offered to entre¬ 
preneurs in the past were designed 
to attract additional capital for the 
establishment of new ventures. One of 
these related to exemption from wealth 
tax of such investments as were made in 
the equity shares of new industrial 
undertakings. This exemption was 
available for a period of five years. The 
Finance Minister has now proposed 
that this concession should be with¬ 
drawn “in the context of the improved 
climate for new equity issues of indust¬ 
rial enterprises”. It is a known fact 
that whatever improvement in the in¬ 
vestment climate has come about is the 
cumulative impact of various factors in¬ 
cluding the exemption from wealth tax. 
U may, however, be noted that such 
shares will be allowed to be included in 
the categories of investments which 
are exempt from wealth tax up to the 
value of Rs 1.50 lakhs. 
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port and export impost — increased 
from Rs 157. IScroresin’lJSO-SI to Rs 
48?.62 crores in 1970-71. This year it 
is expected to be of the order of Rs 
534crores. Duringthe period 19S0-S1 to 
1970-71 the revenue from excise duties 
rose from a mere Rs 67. S4 crores to as 
much as Rs 141S. 20 crores. This year 
this revenue is expected to move up to 
Rs 1660.26 crores. Thius wlieieas 
the shareof excise duties in 
direct taxes has gom up since 19S0-51 
from slightly less than 30 to over 75 per 
cent, that of customs levies has de¬ 
creased from nearly 70 to less than 25 
per cent. Excise levies in the total 
tax efi'ort accounted for a mere 19 per 
cent in 1950-51. Today they account 
for just a little below 60 per cent. 

Trend Maintained 

In line with the above trend, this 
year also Mr Chavan has primarily 
banked on indirect taxation to raise 
additional revenue. Of the total net 
additional revenue of approximately 
Rs 177 crores proposed to be raised by 
him this year (the share of states ex¬ 
cluded), as much as Rs 143.37 crores 
will come from indirect taxes—cus¬ 
toms Rs 54 crores and excise duties 
Rs 89.37 crores. The balance is to be 
the contribution of direct taxes. The 
new taxation proposals in a full year 
arc estimated to yield a net revenue to 
the union exchequer to the extent of 
nearly Rs 215 crores. In this, the share 
of indirect levies comes to about Rs 
170 crores— Rs 64 crores from customs 
and Rs 106 crores from excise duties. 

Taking first customs duties, the pro¬ 
posals, according to the Finance 
Minister, are aimed at; 

(i) modification in the rates of 
basic customs duty on various 
imported articles as a measure 
of simplification and rationali¬ 
sation of the rate structure; and 

(ii) fixing of suitable rates of basic 
duty on certain articles released 
from binding under the Oeneral 
Agreement on Tariffs and Trade 
(GATT) secured by offer of 
fresh bindings of a much lower 
order. 

In the process of simplification and 
rationalisation of the import duty 
structure, the seven rates of duty in 
force hitherto are being replaced by 
four rates. The seven rates prevalent 
hitherto were: 15 per cent, 27.5 per 
cent, 35 per cent, 40 per cent, 50 per 
cent, 60 per cent and IM per cent. The 
rates proposed are 30 per cent. 40 per 
cent, 60 per cent and 100 per cent. 

While there is no change in the inmort 
levies on all articles which are subject 
to an ad valorem duty of 100 per cent 
or more or those on which the rales of 


Excesses In Indirect Taxation 
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The contributions of various sources 
to the revenues of the union govern¬ 
ment have undergone a marked change 
during the last two decades. The total 
net revenue of the government went up 
from a bare Rs 405.86 crores in 1950-51 
to as much as Rs 3391.43 crores (re¬ 
vised estimate) in 1970-71. This year, 
if the taxation proposals of the Finance 
Minister, Mr Y.B. Chavan, yield the 
expected results, the net revenue will 
be of the order of Rs 3739.68 crores. 
Whereas the direct taxes — income-tax, 
corporate tax, wealth tax, gifts tax, 
expenditure tax and estate duty — 
contributed nearly Rs 491.93 crores in 
1970-71, as against Rs 129.51 crores 
in 1950-51, the yield from the indirect 
levies—customs and excises — during 
this period rose from Rs 227.49 crores 
to Rs 1950.64 crores. This year the 
direct taxes will bring in a net revenue 
of approximately Rs 521.30 crores. 
The indirect levies are expected to 
yield as much as Rs 2208.87 crores. 
The remainder accrues from non-tax 
sources, which include t he contributions 
of the Railways, posts and telegraphs. 


interc.sl receipts on loans to states, 
etc. (see Table 1). 

This shows that the tool of indirect 
taxation has been made extensive use 
of in the tax efi’ort of the union govern¬ 
ment since 1950-51. Non-tax receipts too 
have been going up. In percentage terms 
ol the total revenue of the government 
in 1950-51, nearly 32 per cent was de¬ 
rived from direct taxes, about 56 per 
cent from indirect levies and approxi¬ 
mately 12 per cent from non-tax sources. 
This year the three percentages will be 
around 14, 59 and 27. In the total lax 
effort, the share of direct taxes will 
be going down between 1950-51 and 
1971-72 from nearly 36 to about 19 per 
cent, while that of indirect levies will 
go up from approximately 64 to slight¬ 
ly over 81 per cent. 

Another significant development has 
been that, in the field of indirect taxa¬ 
tion, the revenue from customs has 
registered a much slower growth than 
the increase in excise duties. The reve¬ 
nue from customs levies — both im¬ 



IfM llj, IS^Tf 


SIVCIAL WUDOBf NUMBER 


1019 


NMltii iMhifliial SMKis 

■MaalontaM. 


BhHMSICOII. 


Jai Electronic's 
SICON-assisted 
mametic tape 
project at 
Nasikisa 
major advance 
in Indian 
electronics. 



Say. you're a believer m the 
future of electronics. You've 
Ideas and ambition. You 
therefore team up with Audio 
Magnetics. U.S.A., to become 
the first company to manu¬ 
facture tapes outside the 
advanced countries. 

To attain your objective, you 
consuft SiCOM. Your first 
need is capital. StCOM meet 
It with one of their several 
finance plans for developing 
industries. Your second 
requroment is suitable 
location StCOM point to 
Nasik, talk about its coo», 


ISI 


dust-free atmosphere and well- 
developed ancillaries. You're 
convinced that Nasik is an 
electronics ceniie of the 
seventies. Asian Electronics. 
Mahindra and Mahindra. and 
Motwane also believe this. 

Bring your spucial problems 
to SICOM. Problems of 
finance, ulant location, technt^ 
cal labour, power supply... 
watch the list grow shorter 


at SICOM. Watch SICOM experts solve 
your problems. They love to do so. 



SICOM people 
work hard 
with expertise 
and guts. 

Uke you. 


•tcflii-ie Mukf datM ap 


Interested? Write for free booklet on NasiK's potential for electronics industry. 



THE STATE IMDU8TRIAL AMO INVESTMENT 
CORPORATiaN OP MAHARASHTRA LIMITED 

Mistry Bhovan, Oinsha Vachhe Road, Cornbay-!?!}. 

Tel: 293216 m Telek. 011 -3066. 
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THE MADRAS RENCIL f ACTORY 
I. STIUNOIM STMIT. nASIM>l. 


AGRICULTURISTS/ 

GROW MORE 
AND EARN MORE! 

THROUSH UCOBUK’S FINiIRCUU. ASSISTANCE 


A little exini money inveited In adefrtinfl ptekagt 
of praeticM of eultivatlon>-hH|h vleMing J 
. variety Seeds, proper doze of (ertilizere, timely 

^ irrigation, mechanised operations and 
the like~will bring you a rieher 
harvest. UCOBANK can help 
you with that extra money. 
fOR DETAILS CONTACT 
THE NEAREST BRANCH Of 


THE BANK. 


HBAO OFFICE: CALCUTTA 


UCOBANK PAVES PATH TO PROSPERITY 
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4uty are bound under QATT and on 
such item; as those sal^t to protec¬ 
tive duties, sulphur, fertuizers and pesti¬ 
cides, raw cotton and ra«^ jute, raw 
cashew nuts, rapeseeds, soyabean oil, 
newsprint, raw hides and skins, family 
planning accessories and educational 
and research nuterials, a number of 
items will attract enhanced or freshly 
impoeed duties. 

The important ones among these 
arc: raw wool and wool tops (40 per 
cent, against nil hitherto); staple fibre, 
excluding yarn (100 per cent, instead of 
25 per cent); iron and steel materials 
(30 per cent generally and 40 per cent 
in the case of steel tinplates and tinned 
sheets, against 27.5 per cent normally- 
in some cases even IS per cent); copper 
unwrought(30 per cent, nil); lead ingots, 
pigs and scrap (40 per cent, nil); zinc 
unwrought (40 per cent, nil); agricul¬ 
tural tractors and parts (30 per cent, 
nil); machinery required for initial 
setting up of projects or for substantial 
expansion of the existing projects (30 
per cent, against' 27.5 per cent); motor 
vehicle phrts (100 per cent standard and 
92.5 per cent UK, against 60 per cent 
standard and 52.5 per cent UK), and 
agricultural machinery and implements 
and dairy and poultry farming appli¬ 
ances, etc. (30 per cent, against 15 per 
cent). 

The import levy on chemicals, drugs 
and medicines and electrical and non¬ 
electrical appliances was stepped up 
from SO to M per cent last year. All 
similar items will now attract the higher 
duty of 60 per cent. Automobile com¬ 
ponents, dry fruits and other similar 
items used by the more affluent sections 
of society, which hitherto were subject 
to an import levy of 60 per cent^ will 
now attract 100 per cent duty — the 
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standard rate for most imported con¬ 
sumer goCds. The specific rate appli¬ 
cable to cloves is being raised from Rs 
18 to Rs 60 per kg. 

As reprds excise duties, they have 
been raised steeply on several items. 
The duty on motor spirit has been 
stei^d up by 20 paise a litre, on special 
boiling point spirits by 80 paise per 
litre and on mineral turpentine oil 
by 10 paise per kg. High grade lubri¬ 
cants will attract 25 paise a litre in¬ 
creased duty and low grade lubricants 
15 paise per litre. The other items which 
can be listed in this category are: 
cigarettes superior and medium varie¬ 
ties (eight to 40 paise increase per 10 
cigarettes); latex foam sponge (duty 
doubled); superfine cloth (9.5 paise per 
metre more); fine cloth (5.4 paise per 
metre asore) and wool tops (Rs 1.10 
per kg.). 

Excise levies have been enhanced 
moderately in the case of soaps other 
than household and laundiy soaps; 
unhardened plates and sheets of rubber; 
glass and plate glass; glassware; china- 
ware and porcelainware; vaccum and 
gas filled bulbs, flourescent tubes and 
sodium and mercury vapour discharge 
lamps; cigarettes low category; crown 
corKs and pilfer-proof caps. Tbe duties 
in most of these cases have been raised 
by five to 10 per cent. On the last two 
items, they have been doubled from 
one to two paise per cork or cap. 

Excise duties have been imposed for 
the first time on a host of items. The 
list of items newly brought under the 
excise net is the largest for any one 
year in the last two decades. 

The new items which have been 
brought within the purview of excise 
duties include: (i) preparations of glu¬ 
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cose and dextrose; (ii) maida; (iii) 
compounded lubricating oils and 
greases; (iv) calcined petroleum coke; 
(v) bicarbonate of soda; (vi) bichro¬ 
mates of potassium or sodium; (vii) 
hydrogen peroxide; (viii) potassium 
permanganate; (ix) perhimed hair oils, 
shampoos and lipsticks; (x) linoleum; 
(xi) ready-made garments produced 
with the aid of power; (xii) typewriter 
and similar ribbons; (xiii) mosaic tiles 
produced with the aid of power; (xiv) 
motor starters; (xv) industrial fans; 
(xvi) electricity supply meters; (xvii) 
motor vehicle parts and accessories; 
(xviii) evajporative type coolers: 
(xix) forklift trucks and platform 
trucks; (xx) cinematograph projectors; 
(xxi) photographic cameras; (xxii) 
rolling bearings: (xxiii) welding elect¬ 
rodes; (xxiv) coated abrasives and 
grinding wheels produced with the aid 
of power; (xxv) bolts, nuts and screws 
produced with the aid of power; 
(xxvi) zip or slide fasterners, complete 
or parts thereof; (xxvii) pressure 
cookers; (xxviii) vaccum flasks, etc., 
complete or parts thereof; (xxix) play¬ 
ing cards (xxx) camphor; (xxxi) men¬ 
thol ;(xxxii) electric insulated tapes pro¬ 
duced with the aid of power; (xxxiii) 
abrasive taps not otherwise specified 
but produced with the aid of power, 
(xxxiv) bottled or canned and dehy¬ 
drated (packed in cans or foil packets) 
vegetables; (xxxv) oxygen, chlorine 
ammonia and refrigerated gases with 
the exception of ammonia gas used in 
fertilizers and oxygen for medical use; 
and (xxxvi) draw bar tractors as well as 
tractors for agricultural purposes. The 
duty on most of these items is 10 per 
cent ad valorem. In some cases it is 
20 or 25 per cent ad valorem. 

But the wisdom of stepping up the 


Table I 

NET TAX REVENUE OF UNION GOVERNMENT 



1950-51 

1955-56 

1960-61 

1965-66 

1970-71 

(Budget) (Revised) 

1971-72 

Budget 

Total Net Tax Revenue of Union Govern- 

357.00 

411.47 

730.14 

1,784.62 

2,390.24 

2,442.07 

2,730.17 

of which 

Taxes on Income and Ex^nditure. 

Taxes on Property and Capital Transao- 

125.70 

113.23 

191.97 

453.72 

430.46 

466.16 

481.47 

3.81 

2.55 

13.49 

19.83 

27.05 

25.77 

39.83 

Taxes on Commodities and Smvices .. 

227.49 

295.60 

524.68 

1,311.07 

1,932.73 

1,950.64 

2,208.87 

(0 Customs. 

(fi) Union Excise Duties 

157.15 

166.70 

170.03 

538.97 

465.00 

487.62 

534.00 

67.54 

128.68 

341.25 

752.00 

1,424.33 

1,415.20 

1,660.26 

Non-Tax Revenue. 

48.86 

69.72 

147.32 

535.77 

899.75 

949.36 

1,009.51 

Total Net Revenue of Union Government .. 
States'share in Union Taxation * 

405.86 

481.19 

877.46 

2,320.39 

3289.99 

3,391.43 

3,739.68 

— 

73.59 

165.38 

276.05 

743.90 

755.00 

892.89 

of which 

Excises, including additional levy in 1^ 
of Sales Tax, account for .. 

— 

16.57 

75.10 

145.92 

358.41 

390.04 

422.85 


"■In union governnwnt’s rovenue this has been deducted. So also for the total taxation effort of the union government. 
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duties On some items as well as that of 
certain fresh imposts can certainly be 
questioned. 

The excise levies have been increased 
sharply on gasoline and high grade 
lubricants. The most drastic enhance¬ 
ment has been in the duty on certain 
high boiling point spirits (80 paise a 
litre). But since the objective of this is 
to stop adulteration of gasoline — 
these spirits hitherto have been attrac¬ 
ting only a small duty which made adult- 
ration of petrol a profitable proposition 
— this proposal can scarcely be criti¬ 
cised. Similar is the case with the 10 
paise per kg increase in the duty on 
mineral turpentine oil which is used 
for adulterating kerosene. 

So far as gasoline is concerned, the 
excise levy on it has been raised by 
20 paise per litre. Along with the nearly 
three paise per litre increase announced 
by the Ministry of Petroleum— as a 
sequel to the rise in the prices of crude 
oil in West Asia ~ and the sales tax on 
the revised ex-refinery cost of gasoline, 
the net effect has been an increase of 
nearly 24 paise per litre. The retail 
price, however, is reported to have 
been raised by 26 paise per litre — the 
additional two paise are said to be 
being charged for the higher capital 
employed by the dealers now and such 
service charges as checking of tyres, 
etc. With the additional impost, the 
tax element in the retail price of gasoline 
works om to nearly 85 per cent. The 
way the government revenue from gaso¬ 
line went up sharply since 1956 till 
this year’s budget proposals is evident 
from Table 11. 

Hackneyed Pleas 

The heavy dose of taxation proposed 
by Mr Chavan on gasoline has been 
justified by him on the ground that 
consumption of crude oil has to be 
curbed with a view to containing the 
foreign exchange expenditure on its 
imports. Whenever sharp increases in 
the governmental imposts on petroleum 
products have been dfected in the past, 
always this same reason has been iro- 
ted out. 

Opinions will differ on whether our 
oil exploration effort has been commen¬ 
surate with the growing needs of (he 
economy for petroleum products and 
also on the way the public sector re¬ 
fining capacity has been built up in the 
country (particular reierence here is to 
the unduly high price which we are 
obliged to pay for Darius crude for the 
Madras refinery). But there can be no 
denying the fact that in the situation 
in which wc are placed today, there have 
to be curbs on the consumption of pet¬ 
roleum products with a view to restric¬ 
ting the imports of crude oil. 

But is the sharp increase in the price 
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of gasoline the answer? It is a well 
known fact that we are surplus in gaso¬ 
line and reducing its output has been a 
problem. Exports too are not an econo¬ 
mic proposition. Taxing gasoline thus 
is no answer to the problem of contain¬ 
ing crude oil imports. 

What will make a Wholesome diffe¬ 
rence to the imports of crude oil is 
the curbing of consunwtion of high 
speed diesel oil (HSD), furnace oil and 
kerosene. The Finance Minister has 
left all these three products untouched. 
Some increases in their prices, of course, 
have been effected by the Ministry of 
Petroleum to pass on the increased 
burden of crude oil imports. 

Enormous Adultration 

A significant point that needs to be 
noted in regard to kerosene and HSD 
is that a great deal of adulteration of the 
latter with the former is going on at 
present, thanks to there being a diffe¬ 
rence of nearly Rs 225 per kilolitre in 
the prices of the two. If ways and means 
can be devised to check this adultera¬ 
tion not only the revenue of the 
government can go up appreciably 
because of the higher duty on HSD, 
but also a good deal of saving can 
be effected in the foreign exchange 
expenditure incurred on the imports 
of kerosene. The industry suggested 
some time ago colouring of kero.sene 
so that adulteration of HSD could 
be detected easily. But no decision 
has yet been taken by the government 
in this regard. 

The real intention behind subjecting 
gasoline to a steeply enhanced duty 
seems to be to tax owners of cars and 
scooters. But along with them, the 
other city dwellers are being made to 
pay more for their transport. The bus 
service being what it is in most of the 
metropolitan cities, it is presumptuous 
to assume that only the middle and 
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haglier income bracket people use taxis 
aid auto-ricksbaws or scooters. He 
cost of city transport, in fact, has been 
raised by Mr Chavan in other ways too 
— a sizable increase in the duty on 
lubricants, auto accessories and raw 
materials going into the manufacture 
of motor vehicles and parts, etc. 

Crow Purposes . ^ 

Another point that arises in this 
connection is that the taxing of gaso¬ 
line at a high rate runs counter to the 
proposals for augmenting the car and 
scooter manufacturing capacity in the 
country. Why waste scarce capital re¬ 
sources on this if the running costs are 
to be made prohibitive, one may ask. 

The raise in the excise levy on liquid 
petroleum gas, though modest inas¬ 
much as it works out to nearly 75 paise 
per cylinder of 12.5 kgs, inclusive of 
the increase in sales tax, can also be 
questioned. It may be recalled that the 
Shantilal Shah Committee, which last 
year submitted its report on the pricing 
of oil products, had recommended 
scaling down the price of LPGtiy about 
three rupees per 12.5 kg cylinder. While 
the Ministry of Petroleum was quick 
in taking action, in regard to the other 
petroleum products in whose case the 
prices Were to be revised upwards or 
only marginal reductions in prices were 
to be effected, it has been dodging de¬ 
cision on the reducing of the prices of 
LPG. 

The other excise measures to which 
exception may be taken relate to the 
duties on superfine and fine cotton cloth, 
readymade garments, prepared and 
preserved foods and woollen yarn. 
The changes in excises on superfine and 
fine cotton cloth are in the additional 
duties levied in lieu of sales tax; they 
arc for the benefit of the state govern¬ 
ments. On readymade garments, wool¬ 
len yarn and prepared and preserved 


Table II 

GASOLINE CONSUMER PRICE AND TAX ELEMENT 
(In Bombay city per 5 litres) 



Consumer 

Tax and 

Consumer 

Duty and 


price minus 

duty ele¬ 

price in¬ 

Tax as 


tax and 

ment in 

clusive 

percentage of 


duty cle¬ 

consumer 

of tax and 

Consumer 


ment 

price 

duty 

price 


(Rs) 

(Rs) 

(Rs) 


1-1-56 

' 1.40 

1.49 

2.89 

51.6 

1-4-60 

1.21 

2.08 

3.29 

63.2 

18-2-65 

0.79 

3.27 

4.06 

80.5 

1-7-70 

1.10 

4.67 

5.77 

80.9 
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LPTO SPREAD rr 

Linked to i poHey of lelf-auffidency 
ond ever tlive to die role ihippiog 
pl^i in « couatiy *8 economy,, 
6 .G,t. .astist), in expanding Ike 
quantum of lea borne 


trade, let rapidly expanding fleet* 
touching almost evtry port on the 
globe, Caters to the ever-growing' 
•nd ever-changuig dema^ of 
the country's mtemational Vada 
and commerce. 


T.hfr Xh ip unit/ Coi pot utinii Oi indm Ltd 


^TULCMTH House. OINSHAW WACHA HOAD. BOMBAV-na 
Aaaiut at all principal porta of lha woiW 


Mix stronger 
firmer concrete 

PYRAMID 

Portland Cement ofiers you 
high compressive strength 

Helps you save on building costs 

Pyramid with its special mineral composition and 
good grinding offers high compressive strength, about 
twice that specified in Indian Standard Specification. 

Now freely available. 

Pyramid Portland Cement 
for built-in strength ant- 
greater economy 

Manufactured by:— 

PANYAM CEMENT A MINERAL 
INDUSTRIES LTD. 

Cement Nagar P.O. Buganipalli R.S. 

Kurnool Dist., Andhra Pradesh. 


the demand is for 
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when the call is for 
top quality PVC cables 

Our cable engineers, end specialists from 
manufacturers of PVC compound, work 
in close co-ordination to produce cables 
ideally suited for any given application. 

This is why those who look for 
stattility, durability and economy get 
itall in UNISTAR Cables. 

UNt$TAR PVC CABLES are being made 
fn aillgle and multi core construction for a 
widtainge of applications in working 
voKagei upto $600 V and above. 



signalling cables. 

*Unistar*-^the first name in Cables 


Mads in coHsberatlon VMitb B.i.C.C. U.K. by: 

UnivBrsBl CbMbb UmliBd 

Birta Colony. Satna 

Leading menufaoturera ot powei control. ^ 
trailing and apeeiallty cablet. AC$R 
condectort and oaper and power tecroi cepecitoit. 
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foods, tbey are otherwise —"for the 
benefit of the central exchequer pri¬ 
marily. 

So far as the enhancement of the addi¬ 
tional excise duties on superfine and 
fine cloth are concerned, the Finance 
Ministtr could have stayed his hand 
this year as he has done in the case of 
sugar. No doubt the central govern¬ 
ment was committed, in terms of the 
National Development Council’s de¬ 
cision, to help state governments in 
raising their revenue through the levy 
of additional excise duties. Still, the 
prices of superfine and fine cloth have 
registered such a sharp rise in the past 
few months (10 to 25 per cent; — 
thanks to raw material shortages —that 
the stepping up of additional excise 
duties on them Was hardly called for. 
In fact, as a statement issued by the 
Indian Cotton Mills’ Federation sug¬ 
gests, the industry “expected some re¬ 
lief in excise duty because of the very 
adverse conditions through which it 
has been passing.** 

The 10 per cent ad valorem excise 
freshly levied on readymade garments 
sold under registered trade marks or 
brand names is obnoxious on two 
counts. First, subjecting of readymade 
garments to excise levy means imposing 
double duty — once at the fabric stage 
and the other at the garment stage. 


Secondly, the readymade garments 
industry is a newly estaUished one and 
requires encouragement. The recent 
parleys with several foietgn trade dele¬ 
gations suggest that there is a great ex* 
port potential in this line. To enable 
this industry have a good export mar* 
ket, it is necessary that its domestic 
market should also be expanded. 

The “nascent industry” argument put 
forth above in regard to readymade 
garments applies equally to the food 
preparation and preservation industry. 
What the Finance Minister has done 
this year in respect of this industry is 
that the notification specifying the ex¬ 
cisable items in this industry has been 
amplified to include bottled or canned 
and dehydrated (packed in cans or 
foil packets) vegetables. Notwith¬ 
standing the progress made in the re¬ 
cent past, the food preparation and 
preservation industry cannot be said 
to have passed the nascent stage as yet. 
With the notable exceptions of a few co¬ 
operatives, successfully operating 
mainly in milk products, sugar and 
fruits, and a handful of industrial estab¬ 
lishments engaged in preserving vege¬ 
tables, very little has been achieved so 
far. Out of the total production of 16 
million tonnes of fruits and vegetables 
in the country, not more than about 
100,000 tonnes were processed till 
lately. Of a catch of nearly 1.5 million 


tonnes of fish, processed fiA^roducts 
added up to no more thiftti tonnes. 

Similar is the story of mutm ami 
other food products. The result is thnt 
a good deal or precious food is being 
wasted for lack of processing foOiliti^, 
The annual Wastage in the case of ^its 
and vegetables alone is estimated bet¬ 
ween 20 and 23 per cent of the toigl 
outpuf. 

There can be little doubt that if pro¬ 
perly encouraged, the food processing 
and preservation industry can go a 
long Way towards not only obviatit^ the 
wastages of food but also improving 
the diet of the people, Oood dividends 
can be earned in the form of wide new 
avenues of employment and export 
earnings. In this industry, although 
a few large-scale units have come up, 
the growth has to be essentially in the 
small-scale sector. 

As regards the duty on woollen yarn, 
the point to be noted is that the prices 
of this yarn as well as of Woollen fab¬ 
rics have been going up by flVe to 10 per 
cent per annum for nearly a decack 
now owing to restricted imports. This 
year imports of raw wool as Well as 
wool tops have been subjected to 
40 per cent duty for the first time. This 
is bound to be reflected in the higher 
prices of woollens. The excise duty on 
yarn, which is ad valorem at varying 


Equally Popular at Home and Abroad 

Irtistki Handleraftt t Handloon Fabrics 

OF UTTAR PRADESH 

Offering a wide range of 
NOVELTIES & GIFT ARTICLES: 

• Artistic Brass 8l Copp^are, • Chilean, • Ivory, 

* Marble, • Wood Carving, * Silk and Brocades, 

• Woollen Carpets, • Dunets, * Cotton Sarees, 

* Prints, * Fiirnishinp, etc. 

A good number of Handicrafts and Handloom products 
are also ‘Quality-Marked’ by the U. P. Government. 

Available at : 

GOVERNMENT U. P. HANDICRAFTS 
Show Rooms: 

LUCKNOW - ALLAHABAD — AGRA 
BHOPAL — NAGPUR — HYDERABAD 
CALCUTTA — NEW DELHI. 

For Export Deals contact : 

The Managing Director, U.P. Export Corporation, 
Udyog Bhawan, G.T. Road, Kanpunt 

Fbr Inland Business contact: 

The Special Manager, Govt. U. P. Handicrafts, 
Motimahal. Lucknow. 


GA-6031 


Directorate of Industries, U.P., 
(Central Publicity Wing), Kanpur. 
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rates oa different counts, will surely 
provide a fUrtlter push, to prices. With 
the hosiery industry already facing 
difficult tiwte on the export front,' ex- 
idoyiaent in this industry can be ex- 
lected to worsen. The plight of the 
bonsiimer can well be imagined. 

The Jvitherto thtee>tier excise levy 
on cigarettib has been re|d8ced by a 
five'titi' system. This is welcome. 
But the incidence of the enhancement 
in the duty is indeed quite heavy. The 
excise revenue from the cigarette in» 
dustiy, excluding the revenue from 
tobacco, wait up from Rs 46 croresto 
Rs 126 crores between 1965-66 and 
Iiast year, it aggregated to 
nearly Rs ISO crores. This year it may 
go up to as much as Rs 182 crores. The 
total excise revenue from tobacco and 
cigarettes in 1971-72 is estimated to 
be of the order of Rs 271.63 crores. 
The revenue from the cigarette in¬ 
dustry, thus, will be nearly 70 per 
cent of the total receipts from excises 
on tobacco and cigarettes. This 
compares “with nearly 66 per cent 
last year, approximately 62 per cent 
in 1969-70 and about 42.7 per cent in 
1965-66. 

Incidence on Cigarettes 

The cigarette industry’s contribution 
to the total excise revenue went up 
from 5.14 to eight per cent between 
1965-66 and 1970-71. This year it may 
increase to nine per cent. The inci¬ 
dence of new excise rates on the whole¬ 
sale selling prices of top grade cigarettes 

— if full incidence is passed on to the 
consumer without any adjustment on 
different categories as is usually done 

— is estimated to be between 48 to 64 
per cent. In the case of medium grade 
cigarettes, it works out to 22 to 33 per 
cent. The prices of the lowest grade 
cigarettes should go up by eight to 10 
per cent. Indeed a heavy price one 
has to pay for lady nicotine’s charms! 

Coming to customs duties, the most 
serious implication of Mr Chavan’s 
proposals is that cost-push inflation will 
get further iillip. Some excise levies, 
such as those on maida (for bread and 
biscuits particularly), calcined petro¬ 
leum coitt, auto accessories and parts, 
chemicals, industrial fans, camphor, 
menthol, tractors, gases, electric light¬ 
ing accessories, etc, will also contri¬ 
bute towards this trend. So also the 
the increased freight costs, both road 
and rail. An indication to this effect 
has already provided by no other 
person than Mr K.T. Chandy, the 
Chairman of Hindustan Steel. 

The Cost-push inflation ipjectud by 
the Finance Minister through import 
duties is puite significant, for not only 


non-ferrous metals, agrietdtural tractors 
etc, have been subjected to heavy im¬ 
port duties, but also the levies on ma¬ 
chinery required for the initial setting 
up of projects or for substantial expan¬ 
sion of the existing projects well as 
those on iron and steel materials have 
been raised. The scaling down of the 
import tariff in respect of general ma- 
chmery from 35 to 30 per cent, as 
can be judged from the,small loss to 
the exchequer of four to live crores of 
rupees on this score, will not be very 
helpful. The nation indeed is being 
asked to pay dearly for the poor per¬ 
formance of some of the key units in 
the public sector. The steel and copper 
units are pertinent examples of this. 
The enhanced import duty on staple 
fibre, excluding yarn, incidentally pri¬ 
marily aintsat mopping up large profits 
in this item. It should also encourage 
indigenous manufacture so direly 
needed to relieve the pressure on 
cotton. 

Inflation Accentaated 

There can be little doubt that in¬ 
flationary tendencies will get accentua¬ 
ted as a result of this year’s union 
budget — of course, taking into con¬ 
sideration the impact of the railway 
budget as well. Apart from the in¬ 
fluence of various customs and excise 
duties on the price level asarguedabove, 
deficit financing too, if not contained 
within the limits presently envisaged, 
will have its adverse effect on the price¬ 
line. The danger of deficit financing 
exceeding Rs 220 crores, as proposed 
by Mr Chavan, or even Rs 2^ crores, 
which is considered by some as a safe 
limit for this year, is real. The cost of 
providing relief to the refugees from 
Bangla Desh is one imponderable. 
Defence expenditure is another. Defi¬ 
cit budgeting on the part of the states 
is the third, perhaps the most impor¬ 
tant, imponderable. 

The inflationary tendencies, however, 
may get mitigated to a considerable ex¬ 
tent if agricultural output is buoyant 
and industrial production picks up. 
Whether the nadir has been reached in 
so far as the growth rate of industrial 
output after the recession of 1966 and 
1967 is concerned, it is <hfficult to say 
at present. If the rains fail or industrial 
relations do not show considerable 
improvement, the price front many well 
become restive. 

A few words may also be said about 
the upward revision effeicted ,by Mr 
Chavan in Post and Telegraph tariffs. 
The P&T departpient, the Finance 
Minister has stated, is .expected to in¬ 
cur a loss of nearly Rs 15 crores this 
year. To fill the gap between receipts 
and expenditure of this department, be 


has proposed a raise in tariffs which 
will net in a full yearRs 10.84 
crores. 

In line with the philosophy behind 
his direct and indirect taxation pro¬ 
posals, the P AT tariffs too have been 
selectively stepped up by Mr Chavan 
so as to make primarily the more 
affluent sections of society pay more. 
Thus, whereas the tariffs of items like 
postcards, letter cards and letters have 
been maintained at the present levels, 
those for telegraphs and telephones 
have been Increased fairly steeply. 
There is a marginal scaling up of the 
registration and parcel fees as 
well. 

Sizable Losses 

That the P&T department should 
continue to make sizable losses even 
after nearly four-fold increase in its 
revenue during the past one decade is 
a matter of deep concern. Not only 
are the losses continuing but also there 
is a marked deterioration in the ser¬ 
vices. 

i 

A significant fact to be noted about 
P&T tariffs is that services, such as 
telephones and money remittances are 
beingcharged atmuch higher rates than 
would be justified by the cost of ren¬ 
dering them. There can, of course, be 
no grouse if reasonable surpluses are 
aimed at from these services, but it is 
wrong to make them subsidise low 
productivity or high costs elsewhere. 
The long queue for telephone connec¬ 
tions should suggest that there is a 
case for rapid expansion of this service 
so that the revenues of the P&T 
department may be set on an even 
keel. But the ideological considera¬ 
tion of expanding the public sector 
seems to hinder the growth of manu¬ 
facture of equipment. The cable in¬ 
dustry, for instance, has been suffering 
from gross under-utilisation of capacity. 
It is in a position to supply telephone 
cables expeditiously if it is allowed to 
instai some balancing equipment at a 
cost of a couple of crores of rupees. 
But what do we find? A new cable fac¬ 
tory is being set up in the public sector 
at six to seven times the above cost. 
This factory will begin to yield in 
four or five years — over twice the 
length of the period in which supplies 
from the existing private sector cable 
manufacturers can be ensured*. 

The need for the inculcation of dis¬ 
cipline among the P&T employees and 
the raising of productivity of the depart¬ 
ment cannot be over-emphasised. Un¬ 
less concerted attempts are niade in 
these directions, the P&T services, 
as a whole, will not start yielding 
any surplus. 
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EXCISE LEVIES ON SEUECIED COMMODIIIES* 

(Rs chores) 

Commodities 1950-51 1955-56 1960-61 1965-66 1970-71 1970-71 1971-72 

(Accounts) (Accounts) (Accounts) (Accounts) (Budget) (Revised) (Budget)t 


Total . 

67.54 

145.25 

416.35 

897.92 

1,812.75 

1,805.24 

2,083.11 






(2,108.05) 

Petroleum products . 

2.08 

26.11 

98.14 

271.21 

636.54 

623.05 

724.85 

(733.95) 

Tobacco and cigarettes . 

31.99 

36.46 

59.41 

109.13 

227.53 

228.38 

271.63 

(277.91) 

Cotton yam and fabrics . 

9.26 

28.18 

63.08 

95.64 

113.76 

117.36 

130.18 

(132.48) 

Rayon and synthetic fibres, yarn and fabrics 


2.18 

4.93 

21.85 

101.90 

107.86 

116.35 

(116.40) 

Woollen yarn, tops and fabrics 

— 

— 

0.02 

2.04 

7.50 

7.70 

10.80 

(10.81) 

Iron and steel products . 



— 

70.86 

96.90 

89.02 

100.80 
(101.30)** 

Cement 

— 

2.22 

18.54 

30.73 

36.68 

45.30 

49.60 






» 

(49.68) 

Food and beverages (sugar, tea, coffee, con- 








fectionery, preparetl and preserved foods, 
aerated water, glucose and dextrose) 

10.99 

22.68 

53.01 

72.98 

172.28 

185.92 

208.351 
(210.9<^ 

Vegetable oils and fats 

2.19 

4.11 

17.32 

8.55 

13.85 

15.57 

16.13 

(16,03) 

Jute manufactures . 

— 


— 

7.17 

20.35 

20.35 

22.65 

Paper . 

— 

2.68 

8.38 

18.09 

24.63 

24.63 

26.23 

Aluminium . 

— 


1.17 

3.11 

23.00 

31.92 

35.64 

Matches . 

8.07 

10.08' 

18.08 

23.24 

28.00 

28.10 

29.00 

Fertilizers . 

— 

— 

— 

— 

24.82 

19.00 

22.80 

Motor vehicles . 

— 

— 

8.03 

20.09 

29.50 

27.30 

30.00 

(33.50) 

Internal cumbustion engines. 

- 

— 

1.53 

2.18 

1.54 

1.54 

1.65 

Tyres and tubes 

4.04 

5.53 

13.54 

29.58 

61.20 

57.00 

62.40 

Motor vehicle parts and accessories .. 

Air-conditioning, refrigeration and cooling 



0.2 

2.93 



1.35 

(1.60) 

appliances . 



8.20 

10.80 

12.16 

(12,20) 



Glass and glassware. 


““ 

0.11 

3.49 

5.70 

6.61 

9.20 

(9.70) 

Chinaware and porcelainwarc 


— 

0.30 

1.43 

3.12 

3.60 

5.55 

(5.75) 

Sc>ap . 


1.55 

2.38 

4.73 

9.24 

8.58 

10.59 

(10.86) 

Cosmetics . 

... 

— 

0.07 

2.01 

4.14 

4.14 

5.23 








(5.40) 

Electric bulbs and tubes . 


0.25 

0.27 

0.68 

1.74 

3.53 

4.38 

6.10 

(6.31) 

Electric fans . 

— * 

1.17 

1.98 

3.24 

3.24 

4.34 


_ _ 






(4.68) 


Figures in brackets reflect revenue if the incidence of budget proposals for full year is taken into account. 

♦Includes basic duties, special duties, cesses and additional duties. tAftcr including the effect of budget proposals. 
♦♦Includes duty on bolts and nuts. Jlncludes salt ccss. 
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UHAR PRADESH FINANCIAL CORPORATION 

OFFERS 

FINANCE ON LIBERAL TERMS 

FOR 8ETTINQ UP INDUSTRIES IN 
UTTAR PRADESH 

• Msrgins specially reduced ta 25% for small units 
for Loans upto Ks. 3,50»000/>. 

• Assistanco tailor-made for individual needs. 

• Application forms simplified considerably. 

• Disposal of applications in about 45 days. 

• Special schemes of assistance for technical 
Entrepreneurs* Road Transport Operators and 
Hotel Industry. 

• The Guarantee commission, normally payable by 
Small Scale Units, whose cases are referred to 
Credit Guarantee Organisation, is borne by the 
Corporation on their behalf. 

SPECIAL CONCESSIONS FOR INDUSTRIES IN SPECIFIED BACKWARD AREAS OF THE STATE 


* RATE OF INTEREST 


* MARGIN 


• INITIAL GRACE PERIOD 


^ PERIOD OF REPAYMENT 

• REDUCTION IN OTHER 
CHARGES 

/ 

Dr. P. ASTHANA 

General Manager 

Msad Q/^ce; 
Branch Offices: 


7% Effective (may be reduced to 6% if subsidy of 
I % from State Government is provided.) 

Upto 10% (as against normal margin of 15% to 
25%) in case of technical entrepreneurs from 
15% to 35% (as against nornf^ margin of 25% 
to 50%) generally. 

Longer grace period for commencement of 
repayment upto 4 years instead of 2 years, from 
the date of the first disbursement of the Loan. 

r Longer repayment period upto 15 years. 

50% reduction in processing fee and legal charges 
and commitment levy. 

For details enquire from : 

N.S. MATHUR, l.A.S. 
Managing Director 


7/154 Swarup Nagar, KANPUR 
48/2 Oiaadrilca Colony, Sigra, VARANASI 
160, New Sandhi Nagar, 6HAZIABAD 
371, GvU UiMS, IHANSI. 
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POINTS OF VHW 

Budget A^ralnst Growth 

R. V* MURTHY 


Reactions to the union budget are 
closely related to pre-budget ex¬ 
pectations of the public, on the one 
hand, hnd the exigencies of the situation, 
on the other. l^Uic expectations on 
the eve of the budget, though varying 
from sector to sector, are based on the 
latest Economic Survey and the objec¬ 
tives the government keeps on avowing 
from time to time. After perusing the 
^onomic Survey for 1970-71, released 
by the Government of India a few days 
before the 1971-72 budget was presented 
to Parliament, the public had every 
justification to expect a not-so-stiff 
budget. Inasmuch as the Economic 
Survey has catalogued both the credits 
and ^bits, leaving the impression that 
the Indian economy is today better 
poised than before for rapid develop¬ 
ment, and the union government also 
is keen on, promoting growth and em¬ 
ployment opportunities, the general 
^lief had been that the budget would 
be primarily growth and employment 
oriented. 

Distwbing DevelopmeBts 

Such has also been what the govern¬ 
ment spokesmen have been reiterating 
from all pulpits and platforms. The 
exigencies of the situation, on the other 
hand, have all been against expectations 
of a soft budget. Even at the time of 
the interim budget, it was known that 
the government would require more 
resources to provide for a larger Plan 
outlay during 1971-72 than in 1970-71— 
sufficiently large to take care of not 
only the absolute increase in size but 
also the effect of rising prices so as 
to ensure a successful implementation 
of the enlarged Plan. Since then, the 
disturbing developments in East Ben¬ 
gal have forced on this country an 
additional problem arising from the 
large-scale refugee influx. In view of 
this, the general pre-budget expectation 
this time was that, while not disturbing 
such sectors as have already been 
contributing to economic development, 
the union Finance Minister would do 
something positive not only to en¬ 
courage these sectors to keep up their 
contribution but also to induce several 
others to participate in economic ven¬ 
tures by offering fresh incentive. All 
these called for a bold and imaginative 
budget, and the budget presented on 
May 28 by Mr ¥.B. Chavan is anything 
butihis, if one is to sum up the reactions 
of business and industry in Bombay. 

One school of businesscam seems to 


believe that the budget is deceptive, 
in that, prima facie, it gives the impres¬ 
sion that it has left the corporate sector 
more or less untouched which, of 
course, is not the case. Unfortunately 
for the union Finance Minister, the 
stock markets were not taken in. as 
some had expected, because they 
were not guided just by this considera¬ 
tion, but took into account the overall 
effect of all the budget proposals, in 
particular those that tend to inhibit 
savings and, therefore, investment in 
shares. Share markets normally base 
their calculations on profitability, i. e. 
returns, and growth prospects. 

Uncertain Future 

Thanks to the new budget proposals, 
even companies with a good record of 
handsome returns to their shareholders 
and those with known chances of growth 
now view their future outlook with not 
a little Uncertainty, if not apprehension. 
Is it any surprise, therefore, that even 
those who had something good to say 
about the budget have chosen only faint 
praise? For instance, the President of 
the National Alliance of Young En¬ 
trepreneurs—Mr Chandrakant S. 
Desai—who began by patting the union 
Finance Minister on the back by 
remarking that “on the whole, the 
Finance Mini.ster has handled a very 
difficult task with caution and res¬ 
traint'’, ended up with his apprehension 
that “the overall effect could well be 
inflationary and adversely affect govern¬ 
ment's avowed efforts to hold the 
price line”. 

Mr Harish Mahindra, President 
of the Indian Merchants’ Cham¬ 
ber, Bombay, was more categorical. 
He was convinced that, by imposing 
the ruthless.taxation measures in the 
hope of reducing concentration of eco¬ 
nomic power and removing disparities 
of income and wealth, Mr Chavan has 
adopted a negative approach and missed 
the opportunity of making his budget 
an instrument of growth precisely 
at a time when the economy is poised 
for rapid development. He was also 
critical of the Finance Minister for 
failing to bring the affluent agricultural 
sector within the ambit of his wide and 
varied tax measures. 

A news agency has given credit to 
Mr Chavan for What it describes as 
“enunciating” new economic laws in 
the tradition of Gresham and other 
economists, but this hardly fits 
a Finance Minister who, while pro¬ 


fessing that “faster growth and greater 
social justice will be elusive goods 
unless pursued in a milieu of relative 
price stability”, has acted to produce 
exactly the opposite results. Take, for 
example, the series of his indirect tax 
proposals. Not all of these hit only 
the rich; although the steeper increases 
in excise duties, such as those on so- 
called luxury goods like high class 
cigarettes and petrol, have been mainly 
aimed at them, the middle class and 
even the poorer classes are affected 
by some of them, albeit indirectly. 
Isiurely, to tax medium cloth, soap and 
ready-made garments, or pressure coo¬ 
kers for that matter, is not the way 
to stabilise prices or to raise the 
standard of living of our people. 

Similarly, to give credit to Mr 
Chavan for having “enunciated” an¬ 
other economic law—“inflation dislo¬ 
cates attempts to increase the efficiency 
of production and to lower unit cost, 
which, in turn, aflects exports” is not 
quite right, when he has not cared to 
exempt from, import duty machinery 
imported for export-oriented industries. 

I ikewise, some essential raw materials 
which we have necessarily to import to 
keep the wheels of industry moving 
have not been exempted. 

Important Aspect Ignored 

Of a piece with the above unimagin¬ 
ative proposal is the proposal to remove 
industries like aluminium, motortrucks 
and buses, automobile ancillaries and 
refractories, etc. from the priority list, 
on Uie score that many entrepreneurs 
are allegedly anxious to enter the field, 
because of the enormous profits there. 
The-ce are among the industries that 
have not only been producing goods 
which this country would have had to 
import otherwise, but building export 
outlets and also collaborating with 
other developing countries to set up 
joint ventures abroad, an important 
aspect that seems to have escaped 
notice. 

Then there are certain industries 
which have been subjected to savage 
levies. A case in point is the staple 
fibre industry, and, as the Chairman of 
the Silk and Art Silk Mills’ Association 
observed, “the 100 per cent increase 
in duty on staple fibre will greatly 
affect the poor weavers and consumers. 
One can, therefore, readily share his 
feeling when he explained: “It is diffi¬ 
cult to understand why staple fibre, 
which goes into the poor man’s apparel, 
has been singled out for an increase 
of 100 per cent duty". 

Next, there is the proposal to dis¬ 
continue the development rebate after 
1974. Someone peihaps too eager to 
please Mr Chavan has inteipreted 
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this as a strategy to get u many new 
industries as possible started in the 
remaining years of the fourth Plan 
itself and thereby create additional 
employment oppor unities. «Finc, if 
this were the idea, the Finance Minister 
!=hould have clarified the point, but he 
has not done so as yet. Obviously 
the proposal is intended to demonstrate 
that the government is out to be tough 
with big industrialists in its bid to show 
oflF its radical image. 

But the steep rise in the income-tax 
surcharge on incomes in excess of Rs 
15,000, the confiscatory increase in 
the wealth tax and the restraints on 
high salaries and perquisites to business 
executives arc perhaps among the worst 
proposals,, especially when there is 
urgent need to raise the percentage of 
capital foimation to national income 
from the lagging level of 12 per cent 
today to 15 percent by the end of the 
current Plan, as the Economic Survey 
has pointed out. These maybe by way 
of implementing the lO-point economic 
progranxme of the Congress, but let 
there be no mistake about their adverse 
cfl'ecl on the investment climate, be¬ 
sides their being deterrent disincen¬ 
tives. For it is only those that arc 
sought to be penalised thus who can 
really go in for investment in equities 
or national savings bonds. Those get- 
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ting an annual tnoome of below Rs 
15,000, especially if they have even a 
small family and happen to live in 
cities such as Bombay, will be left with 
hardly anything worthwhile to invest 
after making both ends meet. It is 
this fear—the fear that the increase of 
as much as Rs 27 crorcs in direct 
ti xcs would result in smaller savings 
and consequently reduced investment 
in shares—that must have weighed with 
the stock exchange people in their 
assessment of the future outlook for 
investment. 

Finally, what should one think of 
a Finance Minister who does not even 
care to pause and weigh the impact 
of his proposal to levy a 20 per cent 
ad valorem on all tickets purchased in 
rupees so soon after Air-India has 
introduced its Jumbo-747 jets? Unless 
he has a sneaking desire (we hope not) 
to discredit this good public corpora¬ 
tion so ably presided over by a private 
sector spokesman, he should withdraw 
this forthwith; otherwise, the Govern¬ 
ment of India should ask Air-India to 
resell its new acquisition and take no 
further steps to start its proposed cor¬ 
poration for arranging charter flights. 
Meanwhile it would be worthwhile 
knowing if the union Minister for 
Tourism and Civil Aviation also agreed 
to this proposal. 


Blow to Private Savlngrs 

SAGITTARIUS 


ThkrI' has been, as usual, considerable 
camouflaging when formulating the 
regular central budget estimates for 
1971-72. The union Finance Minister. 
Mr Y.B. Chavan’s first budget will 
go down in history for its massive 
attempt to mobilise resources through 
higher direct taxes, denial ofconcessions 
to priority indu.strics, higher customs 
and excise duties and a new list of 
excised commodities. The tax efforts 
in the past have not attentpted to 
mobilise more than Rs 200 crores. 
including the share of the states, in any 
single year but the latest budget pro¬ 
posals arc stunning as. on the govern- 
meoi's own admi.ssion, they will fetch 
in a full year Rs 285 crores and in the 
current year Rs 220 crorcs, including 
the states’ share of Rs 43 crores. Since 
the budget receipts for 1971-72 on the 
basis of existing taxation have been 
grossly underestimated and there has 
a big rise in revenue expenditure 
due to additional Plan outlay of Rs 
1'55 crores, expenditure on refugees 
of Rs 60 crores and an allocation of 
Rs 25 crores for granting relief to 
educated unemployed, there is a deficit 
of Rs 24.55 crores on revenue account. 
The surplus of Rs 198.14 crorcs in the 


budget for 1970-71 (revised) has thus 
been converted into a deficit. On the 
capital side, however, there is a smaller 
deficit of Rs 372.35 crores in 1971-72 
against Rs 427.71 crores in 1970-71 
(revised). The overall deficit has thus 
risen to Rs 396.90 crores from Rs 
229.5? crores. 

Mr Chavan has proceeded to gather 
lax revenues on an unprecedented scale 
for reducing this big deficit to Rs 220 
crores, the additional revenue accruing 
through new levies, as stated above, 
bringing in Rs 177 crores on central 
account in the remaining months of lhi.s 
year. It had been generally expected 
that there will be additional taxation 
for financing a higher level of develop¬ 
mental expenditure. There is also no 
doubt that the calculations of the 
government have been upset to a great 
extent^ on account of the huge influx 
of refugees from East ^ngal. But it 
was not anticipated that additional 
taxation would be more than Rs 200 
crorcs in a full year and it would be 
necessary to secure fresh receipts for 
more than Rs 150 crores in the current 
year including the share of states. 

There was Justification for this view 
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as the ways and means pdsitiom'of the* 
government at the end of,.HI7(>>71' 
Was extremely comfortable and its. 
deposits with the Reserve *Barik stood 
at the fairly high level of Rs 362.47 
crores. These have no doubt come 
down to the low figure of Rs 55.16 
crores during the week ended May 21. 
1971. Some part of the decline has ob¬ 
viously been due to tbe heavy expendi¬ 
ture incurred on feeding refugees but 
there were also technical Adjustments 
for reducing the load on the banking 
system and minimising the overdrafts of 
the state governments. It would ajppear 
that some part of the liability of the 
Food Corporation of India to its 
bankers has been taken over by the 
government and the latter is anxious 
to give the impression that it has no 
large unspent balances. 

Other Liabilities 

In spite of all this camouf^ing, there 
is a big increase in “other liabilities” of 
the Reserve Bank and during the week 
ended May 21, 1971, these amounted 
to Rs 247.19 crores, nearly Rs 93 crores 
more than the figure for tjie corres¬ 
ponding week last year. When the 
adjustments are effected in the last week 
of June in respect of the share of profits 
of the Reserve Bank for 1970-71, central 
government deposits will swell again 
and there will also be a further decline 
in the overdrafts of the .state govern¬ 
ments. 

These arguments have been put for¬ 
ward only to show that Mr Chavan’s 
observations about the likelihood of the 
overall deficit for 1970-71 being Its 40 
crores higher than the revised overall 
deficit of Rs 229.57 crores will not be 
correct, "niis is because expenditure 
in the revised estimates is usuaUy in¬ 
flated and revenue under-estimated. 
As it has been admitted that Plan 
outlay has revealed a considerable short¬ 
fall in this year (1970-7 Dover budgetary 
allocations, the actual overall deficit 
when the accounts are finalised would 
be very much less. The same thing 
happened in 1969-70 when the actual 
overall deficit Was only Rs 45.53 crores 
against the revised overall deficit for 
that year of Rs 290.11 crores. 

The question may well be asked 
whether the government departments 
would be in a position to increase the 
Plan outlay by nearly Rs 300 crores 
when the budgetary allocations in the 
two previous years had not been fiflly 
utilised. The increases have, of course, 
been made in directions which Are 
capable of absorbing them; but there 
should not be any spending spree 
leading to impioductive use of available 
resources and an accentuation of infla- 
tionery pressures. It is quite likely 
that the government will have at its 
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GOLD 


MMTC Is exporting one tonne of Iron Ore 
every alternate second — converting tough 
rocks into gold. The superiority of Indian 
Ore fs now established in foreign markets. 

With th« mechanization in ore handling ahd transport, the MMTC has effected 

a record performance during 1970-71. The total turnover is well above Rs. 250 
crores. 



THE MINERALS A METALS 
TRADING CORPORATION OF INDIA LTD. 

' EXPRESS BUILDING, 

BAHADUR SHAH ZAFAR MAR6, NEW DELHI 
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In our little way;. 



we help India fight its war 
onallfionis 


At India movas towards its goal of all-round 
development, we make our contribution. On the 
food front Union Carbide provides pesticides 
and polyethylene film which help the farmer 
reap bigger, better harvest On the home 
front we bring to you a variety of household 
articles ranging from batteries and flashlights 
to colourful containers made from our poly 
ethylene. We supply raw materials and chemU 
cals essential for the pharmaceuticals, paints, 


textiles, Iron and steel and rubber Industries, 
On the export front Union Carbide combs the 
five continents for new markets and Its products 
reach more than 50 countries including the 
U,S.A. These are but some of the seeds that 
Union Carbide India Limited has sown to raise 
the standards of living of the people of India. 
Yes, in our little way we help India fight its war 
on all fronts I 



sowing the seeds of progress 
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■(UioOsal over Rs 200 orores by vny of 
o<l^onal taxation while the inimue 
in revenues on the basis of existing 
taxation by Itsdf may be of the order 
■of Ris 100 crores. If the public -sector 
undertakings also worked less in« 
effidently in the current year, they may 
yidd surpluses to the extmt of Rs 50 
crores or even more. It is, therefore, 
clear that even assuming that the 
expenditure estimates have not been 
inflated, thdre will be no sizable overall 
deficit and the experience of 1969-70 
can easily repeated. 

Under these circumstances, it is diffi¬ 
cult to understand why direct taxes 
have been so drastically revised and 
import duties have been “rationalised” 
and raised in a way which will, have an 
inflationery effect on production and 
capital costs of industrial units and 
lead to a general increase in prices for 
raw materials and finished goods. The 
acliustments in excise duties will neces¬ 
sarily cause hardship to consumers at 
all levels. 

Fresh Incentives 

The union Finance Minister has 
overlooked the fact that a big in¬ 
crease in revenue and capital expendi¬ 
ture will have inflationery effects and it 
will be necessary to raise the output of 
consumer, producer and durable goods 
to offset them. The proper course 
would have been to offer fresh incentives 
to the corporate sector and also encour¬ 
age savings by individuals out of current 
incomes for being invested in industrial 
securities. 

Far from providing fresh en¬ 
couragement, there has been sur¬ 
prisingly an increase in the income-tax 
surcharge on persond incomes to 15 
per cent from 10 per cent and a whitt- 
ung^wn of the concessions relating to 
long-term savings. Why the candle is 
bdmg burnt, at both ends is not clear. 
With the additional surcharge the maxi¬ 
mum rate of income-tax Will be raised 
to 97.75 per cent and residual incomes 
will be significantly lower in the tax 
brackets particularly between Rs 30,000 
and Rs 80,000. 

After having been encouraged to 
fbrmulate schemes for long-term 
savings on the basis of definite con¬ 
cessions, it is surprising that there 
should be a reduction in the rebate for 
tax purposes to 40 per cent from 50 
per cent in respect of savings in 
excess of Ra 5,000 annually out of 
current incomes. The only insolation 
is that the exemption of income up to 
Rs 3,000, arising out of dividend and 
other approved incomes, will still be 
availaUe along with tiie exemption for 
wealth tax purposes. Since the income- 
tax surduurge will have a refressive 
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eflbct, it diould be withdrawn and the 
cost to the exchequer will not be heavy. 

There is, however, no justification for 
penalising the priority industries parti¬ 
cularly when .those like aluminium 
and cement are having the hardship of 
controlled prices and inadequate ad¬ 
justments in end-prices for offsetting 
rising costs. The six industries, alunu- 
nium, soda ash, cement, refractories, 
motor vehicles and automolule ancil- 
lories, excluded from the priority list, 
will not only have to pay a higher rate 
of 55 per cent on profit but will not 
also henceforth get the advantage of the 
higher development rebate available to 
priority industries. This will result in 
a bigger increase in the tax liabilities. 
Hindustan Aluminium, Indian Alumi¬ 
nium and Madras Aluminium are busy 
implementing expansion schemes while 
many cement units have yet to complete 
their new plans. The large-sized soda 
ash plant of Tata Chemicals will be 
expanding its capacity to 1,000 tonnes, 
while Jiyajeerao also has a scheme 
of its own for establishing a new plant. 

The profitability of the working of 
aluminium, cement, and chemical units 
will, therefore, be seriously affected, 
while the cost of commercial vehicles and 
automobile component to the users 
will increase considerably because of 
higher direct taxes and excise levies. 
At the same time, the burden on the 
remaining priority industries has in¬ 
creased b^ause of the computation of 
chargeable profits on a revised basis. 
Henceforth only 5 per cent of profits 
will be exempt from tax as against 8 
per cent hitherto. This will result in 


a higher tax rate of 52.65 per cent 
against 50.60 per cent up till now. 

There will thus be a significant contrac¬ 
tion in the generation of internal re¬ 
sources of these industries which has been 
estimated at eight crore rupees by 
the government in a full year. It may 
be higher at Rs 12 crores or even more. 
As the government will not be agree¬ 
able to withdraw the new wealth tax 
levies because it is politically committed 
to reduce disparities in mcome and 
wealth, the punitive rates on wealth 
above Rs 15 lakhs should at least be 
lowered. 

Whatever might to done in this 
regard, there is no justification for the 
additional income-tax surcharge on 
personal incomes nor for the less liberal 
concessions relating to long-term savings 
in excess of Rs 5,000 in a year. If 
concessions to the priority industries 
also are allowed to be continued as 
before, as they have to be, the exchequer 
will in all be “losing” only Rs 35 crores 
in a full year. Even if it becomes neces¬ 
sary to modify some proposals per¬ 
taining to the revision of excise duties 
or the imposition of new ones, the 
government can take the “loss” in its 
stride. If the available resources are 
wisely spent, there will be even greater 
buoyancy of revenues. Besides, actual 
expenditure may not be of the budgeted 
order and the overall deficit will be well 
below Rs 220 crores. Any unimagi¬ 
native attempt to mobilise resources 
without immediate need for all of them 
can have a defeating effect apart from 
giving rise to discontent amongst tax¬ 
payers. 


THE INDUSTRIAL 

CREDIT AND INVESTMENT CORPORATION 
OF INDIA LIMITED 

invites applications for 

ECONOMISTS 

ENGINEERS 

CHARTERED ACCOUNTANTS 
BUSINESS MANAGEMENT GRADUATES 

for its Economics, Project, Follow-vp and Market Research Departments. 
There are posts for recently graduated persons as also for persons who 
have had S-IO years experience. 

Ajj^ should not exceed 35 years and the salaries will be commensurate 
with qualifications and experience. Applications with complete bio¬ 
data should reach 

The Secretary & Chief Accountant 

Tile lodHstrial Credit & Investment CorpontioD 
of India Limited 

163, Backbay Reclamation. BOMBAY 20 BR 

wttiUn 15 days 
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ZENITH 

the pipe 
that goes 
round 
the world 


ZENITH black b gaivanisad ateel 
pipes-incorporating the international 
know-how of Mannesmann Meer AG., 
West Germany-coine in light, medium 
and heavy grades to BS-1387, to meet 
varying customer requirements.ZENITH 
STEEL PIPES won the Government of 
India's coveted Certificate of Merit 
for Outstanding Export Performance. 

Over 55% of ZENITH’s production of 
top-grade steel pipes goes to over 39 
countries (including the USA, UK, 
Australia, Scandinavia, Canada, New 
Zealand). Wherever tough, durable 
steel piping is called for. 

You can't beat steel. You can't beat 
ZENITH steel pipes. 


It, 1973 



ZENITH STEEL PIPES lIMiTED 
195, Churchgate Reclamation, 
Bombay 20 BR, India 
Telex; 011:2458 Cable: ZENPiPES 
Phone; 294445 


ZENITH—a big amt in pign 
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BUbOET OOCUMETtrS 

Growth With Social Justice 


Pkssentino the budget of the Oovermnent of India in 
Parliament on May 28, the Finance Minister. Mr V. B. 
Chavan, said that faster growth and greater social justice 
would bf elusive goals luiless pursued in a milieu of relative 
price stability. Inflation, he said, dislocates attempts to 
increase the elfloiency of production and to lower unit 
cost, which in turn effects exports. He, therefore, advo* 
Gated a faster rate of growth along with the parallel goal 
of achieving price stability. The full text of part “A” of 
the budget sptwch follows: 

On the 24th of March this year, I had presented to the 
Honourable House an interim budget for 1971-72. I had 
then assured Hoixourable Members that the Budget proper 
to be presented in the current session will prq^vide for a 
significant increase in the outlays on development and social 
welfare over and beyond what the interim budget had 
indicated.It is in fulfilment of this conunitment that I rise 
before you today. 

Economic Conditions 

Earlier this week, the government has laid on the 
floor of the Honourable House the Economic Survey for 
1970-71. The Sutvey shows that the economy presents in 
general a promising picture indeed and that it is now better 
poised to tackle the tasks ahead than at any other time in 
recent years. We have once more been able to fulfil during 
1970-71, the target set in the fourth Plan with respect to 
the overall rate of economic growth. In agriculture, prog¬ 
ress has been maintained; foodgrains production has con¬ 
tinued to expand at a most satisfactory rate. ’ In the industrial 
sector, lack of certain essential raw materials has hampered 
production in some areas and there is still under-utilisation 
of capacity in a few other areas. But new grounds have 
b^n broken in oiu* import substitution efforts, and recovery 
from the years of recession in the middle 1960’s is consider¬ 
able. Besides, the growth in small scale sector is most en¬ 
couraging. Enough symptoms abound which indicate that 
once a significant improvement occurs in the scale of public 
investments, industry as a whole will surge forward. After 
a lew initial set-backs, there has been a remarkable spurt 
in exports towards the later months of the year. Better^ 
organisation is, however, still the major outstanding task for 
both industry and exports. Apart from raw material 
shortages and procedural delays, we have also to face prob¬ 
lems of low scales of operations and high unit cost in some 
industries. Cost reduction and improvement in efficiency 
are thus vjtd for imparting a new dynamism to industrial 
growth and exports. 

In agriculture, too, thme is yet no occasion to relent on 
our ^orts. We must continue the search for high-yielding 
varieties of paddy which will prove durable in our varying 
agro-climatic conditions. Irrigation facilities will have to 
be expanded to ensure the extensive propagation of double 
oopiung. Our search for better pest-resistant qualities 
of se^ for millets must go on. The greatest area of res¬ 
ponsibility wilt lie in improving the productivity per hectare 
of pulses and the cash crops, including cotton, oilseeds and 
jute. During 1970-71, mere was a marked stability-— 
PGcasionally even a certain fall—in foodgrain prices. In 
fact, but for the government's price support operations 
intended to protect die farmers, there would have been a 
steeper order of deCMne in these prices. Despite this. 


there was an overall increase in the general price level largely 
induced by the shortage in the availatulity of commercial 
crops. Against this background, we cannot accelerate our 
rate of growth with price stability unless we raise the output 
of commercial crops. 

On the external side, while we can take credit for repaying 
our outstanding obligations to the International Monetary 
Fund, our balance of payments is not as satisfying as it was 
at the end of 1969-70. Exports have shown a remarkable 
improvement’ At the same time, with the rising tempo 
of in^trial activity, imports have been going up. Out¬ 
standing import licences suggest that there will be a further 
increase in imports during the current year. Because of 
shortage in steel, cotton, oils and oilseed, we have had to 
plan for much Ivger imports than originally envisaged. 
Fresh aid allocations have declined during the past year 
even u the burden of debt servicing has continued to mount. 
Net aid available to finance imports has, therefore, shrunk. 
Dius we can scarcely afford to relax in the matter of a pru¬ 
dent management of our balance of payments. 

Recrientatioii of Policies ' 

The massive mandate which this government received 
from the people three months ago was a mandate for social¬ 
ism, a mandate for rapid economic growth matched by in¬ 
creased social justice. There can be little doubt that social 
justice must b^in with increasing the opportunities of job 
and work for every one. A ^om deal has been done in 
the course of the past year to initiate measures for creating 
gainful work for the urban unemployed as well as the rural 
under-employed. During the past year, the nationalised 
tanks have expanded their scale of operations so as to pro¬ 
vide more credit to the hitherto neglected sectors and for 
purposes of self-employment. They intend to do much 
more in future. A crash programme for rural employment 
has been announced and the government’s broad objective 
is to ensure employment to at least one person in each family 
in all parts of the country. At the same time, the govern¬ 
ment is determined that such schemes for creating emplby- 
ment do not take the form of ad hoc measures but contri¬ 
bute to the accretion of additional physical assets in the 
countryside in the form of new roads, land reclamation, 
land development, drainage etc. 

Honourable Members will also remember that special 
works programmes were introduced last year to improve 
job opportunities in the countryside, particularly for the 
small farmers and in the backward areas. These schemes 
will continue. In addition, as I shall describe presently, 
we propose to make a special budgetary provision for assis¬ 
ting the educated unemployed in their search for a construc¬ 
tive opportunity to serve the nation. 

The largest stimulus to employment can, however, come 
only by increasing the tempo of economic activity all round. 

It is therefore essential that expenditure under the Plan is 
maintained on projected levels and that no shortfalls occur. 

1 am afraid that our p^ormance in 1970-71 in this respect 
leaves much to be desired. White I am proposing to. in¬ 
crease significantly the Plan outlays over what was allocated 
last year, the emphasis has to be even more bn the timely 
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implementation of Plan projects for which budgetary pro¬ 
vision is being made. 

Faster growth and greater social justice will be elusive 
goats unless pursued in a milieu of relative price stability. 
We can scarcely ignore the adverse efiects of unabated price 
increases on both investment and income distribution. In¬ 
flation also dislocates attempts to increase efficiency 
of production and to lower unit cost, which in turn affects 
exports. There is therefore need for continuous vigilance. 
The drive for a faster rate of growth in this sense, therefore, 
blends with the parallel goal of achieving price stabilit>. 
In this task, we must also keep under examination the ope¬ 
ration of the monetary forces. 

Our procedure for formulating annual Plans is itself in 
the nature of a reassessment of Plan priorities and objec¬ 
tives. At the present juncture, when we have just received 
a new mandate, it is also necessary to make a fresh appraisal 
of the Plan as a whole. The emphasis from now on has to 
be on measures which will speed up the process of imple¬ 
mentation of projects, foster the expansion of employment 
opportunities and reduce disparties, including regional dis- 
parties. Honourable Members are aware of the various steps 
taken in recent years for encouraging growth, including 
growth of industry in the backward areas through allocation 
of Plan assistance and similar liscal and other means. The 
same objective has to be kept in mind in the allocation of 
our foreign exchange resources including those mobilised 
through external assistance. Schemes intended for backward 
areas have to be given due consideration at the stage of the 
formulation of the Plan itself, so that in the general allot- 
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meat of intemai and external resounis uodar tiw Itts. 
the different parts of the country, and particularly tharts 
tarded regions, get their due share. 

Sooce of Fntare Growth 

Our public sector enterprises have deepened and widened 
the industrial base of the economy and achieved certain 
basic social objectives. Efficient performance on the part 
of these enterprises is crucial for the government's overall 
development effort. The extent of buoyancy that can be 
added to the economy each year will be largely related to 
the ability of the public sector to implement the Plan pro¬ 
posals. Administrative and procedural delays which nold 
back progress of these enterprises are thus matters of consi¬ 
derable concern. Similarly, the public sector has to yield 
a sizeable surplus, .since this surplus is a key source of future 
growth. During the past year, a number of steps have been 
taken to raise the general efficiency of public enterprises. 
Increasing attention is being devoted for the proper main¬ 
tenance of inventories as well as of plant and machinery in 
each public sector unit, and towards tackling the problem 
of personnel management and industrial relations. In 
regard to the latter, we wouidcertainly like to have the adviw 
and counsel of trade unions. They have an equal stake in 
the efficiency of the public sector. 1 hope that with their 
co-operation, it will be possible to initiate a new chapter of 
industrial relations in our public enterprises. 

• 

A large segment of the commercial banks is also now 
a part of the public sector. Here, too, I would seek the 
co-operation of the trade union leaders to improve the 
efficiency of the banking system. A beginning was made 
recently when I initiated a dialogue with the employees and 
the management of the banks; our discussions covered such 
areas as credit planning and deposit mobilisation. I pro¬ 
pose to continue this practice. The new boards of directors, 
the composition of which wilt be announced soon and which 
will include representatives of the award staff and officers, 
will, I hope, carry forward the task of improving the pro¬ 
cedures and policies of the banks along intended Tines. 

Each ofthe nationalised banks has been urged to have an 
annual credit plan which could ensure that the credit appor¬ 
tioned to the different sectors, and particularly the sectors 
neglected hitherto, is in conformity with their needs and at 
the same time within the norms of monetary expansion. 
The committee appointed by the Reserve Bank of India to 
suggest credit schemes for promoting self-employment has 
made a number of valuable suggestions which are Mng given 
shape to by the commercial bonks. Another committee 
which was asked to recommend a scheme of differential 
lending rates for helping the smaller borrowers and the 
weaker sections of the community has just submitted its 
report. A Credit Guarantee Corporation has been set up 
with effect from April I, to underwrite the advances 
offered by banks to small borrowers. Honourable Members 
are also aware that the government has recently framed 
the guidelines for the conversion into equity of loans offered 
by public financial institutions. These guidelines should 
go a long way to promote the establishment of a joint sector 
to which we attach considerable significance. 

Honourable Members, I am sure, are happy with our 
decision to take over the business of general insurance 
in the country. This decision marks a culmination of the 
process which was started when we nationalised the Imperial 
Bank of Tndia and the life insurance business and to which 
we gave a major thrust less than two years ago throng 
nationalisation of major commercial banks. With thl^ 
measures, virtually all the savings of the people mobilfaind 
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by flimncial inititittiottscaii noKw be deployed In accordande 
with nitioaalprii^ttes. 

In the iftterim bi^lget, I had ihdksted that the year 
1970*71 will olose with an o>ve!rali deficit of R$ .230 crores. 
The bndfiet docaiiiients I am presenting today repeat from 
the interim budget the revised estimates for 1970^71, since 
actuals are not yet available in most casesi According to 
the latest indicationst however, the overall deficit for 1970-71, 
I am afraid, may be of the order of Rs 270 crores. 

While plesenting the interim budget, I had occasion to 
express concern over the fact that a number of states were 
over-drawing their accounts with the Reserve Bank of India. 
I regret to say that despite the increased special assistance 
of Rs lOScroresto the states during 1970-71, there has been 
no abatement in the states’ recomse to overdrafts from the 
Reserve Bank as will ^ evident from the fact that, at 
the end of last March, as many as 14 states had overdrafts 
aggregating to Rs 2fi0 crores. The special assistance to 
states, which was designed to help them to fulfil their targets 
of Plan outlays, is to taper off in the coming years. In this 
context, the problem of overdrafts assumes an additional 
gravity. 1 would ap^l to the states to maximise their 
efforts for raising additional resources and to enforce the 
strictest discipline on the growth of non*Plan expenditure. 

Budget Estimates: 1971-72 

Honourable Members will recall that in the interim 
budget I had provided a sum of Rs 1,195 crores for the 
central Plan for 1971-72, that is, at the same level as in the 
budget for 1970-71. I had then stated that the provision 
for the central Plan for the current year was to be augmented 
following a review of requirements and resources. I pro¬ 
pose to raise the outlay under the central Plan by Rs 15S 
crores, that is, to Rs 1,350 crores. This represents an 
increase of more than Rs 300 crores over the likely actual 
level of expenditure in 1970-71. The more important areas 
where the budgetary provisions have been significantly raised 
oyer what was provided in the interim budget include ship¬ 
ping (Rs 16 crores), ports (Rs 13 crores), roads (Rs 10 
crores), mines and metals (Rs. 9 crores), health and family 
planning (Rs 12 crores), post ft telegraphs (Rs 11 crores), 
agriculture (Rs. 32 crores) and food procurement (Rs 18 
crores). I had already provided in full in the interim budget 
the sum of Rs 785 crores towards central assistance for the 
Plans of the states and the union territories, as against 
a provision of Rs 711 crores in the budget for 1970-71. 

For creating immediate employment opportunities, even 
a larger Plan outlay may not be enough in the short period. 

I have therefore decided to add a further thrust to the public 
sector outlay which could both generate additional employ¬ 
ment and provide relief to the weaker sections of the com¬ 
munity. For the crash programmes for rural employment 
a provision of Rs 50 crores was already made'in the March 
budget. But the protfiem of unemplt^ment is equally 
acute among our educated young men and women. We 
are determined not to pnrmit them to be a lost and frustrated 
generation. We propose to assist them actively so that they 
mi^t set themselves up in gainful creative endeavours which 
would at the same time accelerate the pace of economic 
progress of the country. To this end, in the budget I am 
now presenting, we propose to allot a further sum of Rs 
25 crores for schemes spwsially designed to suit the educated 
uimmployed including engineers and technicians. The 
d^ails of these schemes are being worked out in consultation 
with the Planning Commission and the ministries concerned. 

HonournMe Members wilt be glad to know that the pro- 
visioit of Rs 4 crores made in the interim bud^ for a 
nutrition programme for children is now being raised to Rs 


10 crores, and included in the Plan. I have no illusion that 
even this larger provision will mean niuch more than a 
beginning in the task of protecting and nurturing the health 
aim wel&re of the poor children. 1 do hope that, in this 
matter, we will be in a position to do subkantially more 
in the coining years. I might also mention here that we 
prt^^ose to reserve 25 per cent of fresh admissions to public 
schools for meritorious candidates, who will be offered 
government scholarships. 

Slam Clearance 

The special provisions made last year for improvement 
of slums are being maintained. The wo. k of the Calcutta 
Metropolitan Development Authority will be pursued with 
vigour. I would also like to state here that the government 
would consider sympathetically proposals for a similar 
improvement in living conditions (or slum dwellers in other 
metropolitan cities and towns: if state governments and 
municipal bodies could initiate viable schemes for this 
purpose. We will consider the question of financial accom¬ 
modation. 

Finally, I have to refer to the tragedy that has been 
enacted over the past two months in East Bengal representing 
some of the darkest episodes in human history. Already, 
some three million evacuees have crossed over the borders. 
It is our hope and endeavour that all these unfortunate 
people will be able soon to retiun to their homes and hearths 
in dignity and honour. Meanwhile, we shall do our utmost 
to offer succour and relief to all those who have taken Um- 
porary shelter with us. It will clearly be beyond our capa¬ 
bility to meet on our own the financial burden involved. 
We regard it as the responsibility of the international com* 
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munity to share with us this burden. In the budget, 1 have 
tentatively mtdc a provision of Rs 60 crorcs for providing 
relief to the evacuees from East Bengal. For the present 
we have taken credit on the revenue side to the extent of Rs 
20 crores which we expect will accrue to the budget by way 
of external assistance for the relief of the evacuees. In 
addition, it is our hope that substantial supplies from abroad 
will be available for providing relief without being routed 
through the budget. Honourable Members will note that 
the provision we have made will suffice only for a limited 
period and that a considerably higher order of assistance 
from the international community will be necessary. 

let me now sum up the overall budgetary picture as it 
emerges following the increase in the Plan outlay, the pro¬ 
vision for employment assistance and certain inescapable 
additions to the non-PJan items of expenditure since Ihe 
presentation of the intrim budget in March. Apart from the 
provision for evacuee relief, I might mentions in particular 
the addition in the expenditure on account of food subsidy, 
which is now placed at Rs 30 crores instead of Rs 10 crorcs 
as indicated in the interim budget. On present reckoning, 
the revenue receipts in 1971-72 arc likely to be of the order 
of Rs 3,562 crorcs. Expenditure to b: met from revenue 
will amount to Rs. 3,587 crorcs Thus the revenue surplus, 
placed in the interim budget at Rs 114 crores. will now 

Taxing the 

While framing the budget proposals, the Finance Minister, 

Mr Y. B. Chavan, followed three broad principles. First, 
simplification and rationalisation of the tax structure to be 
brought about in such a manner that the burden of assess¬ 
ment for the assessee as well as the tax collector and the 
opportunities for evasion are minimised. Second, the bur¬ 
den of new taxes should be distributed in such a way that 
there is appreciable reduction in concentration of economic 
power and scaling down in the inequalities in income and 
wealth. Third, the incidence of fresh taxes should not be 
allowed to disturb the general price level of e.ssential goods. 

The full text of pari ‘B’of the Finance Minister’s speech 
follows :— 

The task of raising additional resources through fresh 
imposts on the people is the least enviable of a Finance 
Minister’s responsibility. If I still have to approach this 
House with proposals to raise additional resources, it is 
because of the imperatives of the situation, including the 
need to augment the Plan outlay, to create additional em¬ 
ployment opportunities and to offer succour to the evacuees 
from East Bengal. 

General Principles 

in frajining these proposals, I have endeavoured to follow 
certain broad principles. These arc : 

(n) The tax structure must be simplified and rationalised 
in such a wav that the burden of assessment for 
the assessee as well as the tax collector and the 
opportunities for evasion are minimised; 

(b) The overall burden of taxation must be distributed 
amongst the different sections of the conimunity 

' in such a manner that, in the process, there is an 

appreciable scaling down of the concentration of 
economic power and reduction in the inequalities 
in income and wealth; and 

(c) The incidenc of the fresh imposts should not, as 
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turn into a deficit of Rs 25 crems. On the capital 
collections under the various small savings schemes are now 
exacted to be Rs 180 crores as against Rs ISS crores 
indicated in the interim budget; correspondin'gly, however, 
loans to the states will also go up by Rs 16 crores, so that 
the net increase under this head will be only Rs 9 crores. 
1 have also taken credit for an additional accural of Rs 40 
crores under PL 480 receipts representing largely the spill¬ 
over from 1970-71. Total capital receipts, inclusive of 
loans and advances and transactions under varioxis debt 
deposit heads, arc now placed at Rs 2,024 crofcs and total 
capital expenditure, including loans and advances, is esti¬ 
mated at Rs 2,396 crores The capital budget will, there¬ 
fore, show a deficit of Rs 372 crorcs as against Rs 354 
crores in the interim budget. The over-all budgetary gap, 
taking revenue and capital accounts together, will now be 
of the order of Rs 397 crores. This takes into account the 
effect on the central budget of the changes in railway lares 
and freight rates announced a few days ago and of changes 
in the post and telegraph tariff to which I will refer a little 
later. 

Honourable Members, 1 am sure, would not like me to 
leave uncovered a deficit of this magnitude in the budget. 

I will, therefore, seek their indulgence if 1 have now to turn 
to what all of you, I am sure, are waiting for, namely, pro¬ 
posals to bring down the deficit to a more tolerable order. 

Affluent 


far as possible, disturb the general level of prices 
of essential goods. 

Accordingly, the concentration of the additional tax 
effort, to the extent feasible, should be on direct taxes, 
particularly o:i the affluent groups, and on such categories 
of indirect taxes as affect the luxury and near-luxury com¬ 
modities. In so far as we succeed in limiting the burden 
of indirect levies on the latter group of commodities, 
we arc also able to achieve in part the other objective of 
improving the structure of income distribution in society. 

Tax Administration * 

The tightening and streamlining of tax administration 
has two facets. First, it helps to garner additional yield 
from the existing tax sources and thus makes it less necessary 
to look for fresh tax heads every year. Second, since it 
is generally the well-to-do and the rich who avoidandevade 
taxes, a tightening of tax administration, including closing 
of loopholes would compel them to part with a larger 
proportion of their incomes and assets and would therefore 
further one of the overriding objectives of fiscal policy. 

Undervaluation of property has been one of the means 
to evade wealth tax, capital gains tax and stamp duties. 
It has also been an important avenue for the circulation of 
black money. This practice could be greatly discouraged 
if government had the power to acquire properties at prices 
that correspond to what is recorded in sale deeds. Accord¬ 
ingly, we propose to move a Bill during the current session 
to acquire this power. I hope it would not be considered 
dishonourable to take a dishonest man at his word. 

In pursuance of the Administrative Reforms Com- 
mi&sion’s recommendations, it is also proposed to sponsor 
legislation in the current session to discourage b^mi 
holding of property. If. at the time of assessment, a person 
fails to declare income from a piece of property or the pro- 
perty itself so as to evade payment of income and wealth 
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1 Rs. in crores 

Housing Schemes 

285.67 

Electricity 

Water Supply and 

215.73 

Drainage 

28.49 

Engineering 

43.25 

Cotton Textiles & Jute 

30.74 

Iron and Steel 

17.35 
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taxes, the intended legislation will debar him from enforcing 
his claim to such property in a conrt of law. 

e 

Pursuant to the recommendations of Administrative 
Reforms Commission, we further propose to transfer the 
work of recovery of arrears of estate duty frewn the state 

f overiunents to the Income Tax Department at the centre. 

ince, in this matter, we can move only with the concurrence 
of the state legislatures, a Bill is being drafted for circula¬ 
tion among the states. 

• 

It is proposed to strengthen the Valuation Cell located 
in the Central Board of Direct Taxes for making valuation 
of buildings in order to enable it to extend its activities and 
speed up valuations in cases involving the assessment of 
wealth tax. For assessment of income-tax, under the new 
procedure which has come into effect from the current year, 
summary assessments will be completed in most cases which 
do not involve substantial points of dispute, and only a 
small proportion of the cases will be subjected to a sample 
scrutiny subsequently. This will enable the income tax 
officers to devote correspondingly more time fi>r cases 
involving substantial revenue. 

In the field of excise duties, I propose to set up a com¬ 
mittee to review the Self Removal Procedure scheme, which 
has been in operation for the last two to three years, with a 
view to suggesting improvements which could reduce leakage 
of revenue. A study team, which considered the issues 
relating to over and under-invoicing, have made a number 
of suggestions for checking the leakage of foreign exchange 
through manipulation of invoice values. The government 
will give early consideration to implement its recommenda¬ 
tions. With a similar purpose, a comprehensive review is 
being undertaken of the Foreign Exchange Regulation Act: 
and wc propose to introduce soon a Bill to amend several 
provisions of this Act. 

Consultation with States 

In the past, at the centre, we have taken several fiscal 
steps to discourage the growth and concentration of excessive 
income and wealth in a few hands in the urban areas. The 
constitutional prerogative of the union government to 
initiate measures for similar reforms in the countryside is 
however severely restricted. But this does not mean that 
some of the present anomalies must continue or that we 
can be oblivious of growing inequalities in rural areas. 
Ultimately, the basis of tax has to be the size of income or 
wealth irrespective of whether it is derived from agricultural 
or non-agricultural sources. 

Similarly, there are constitutional limitations op the 
powers of the centre to tax services even when these are of 
a luxury or semi-luxury character. As the states and the 
centre have to share the responsibility of raising resources 
for economic development, it is the duty and obligation of 
the centre to point out to the states untapped resources for 
mobilisation where the tmion government itself is precluded 
by the constitutional provisions to impose any levy. Tt is 
my intention to consult and seek (he advice of the state 
finance ministers on the entire range of these issues and to 
remain in continuous touch with them so (hat a concerted 
view is taken. 

I now come to the new proposals in respect of direct 
taxation. If we are* going to make an effective dent on the 
problem of income inequalities in our society, we cannot 
possibly flinch from deploying increasingly the instrument 
of direct taxation. The proposals that Lam outlining will 
have only a limited yield of revenue in the current year. 
Over a number of years, however, the cumulative effect of 
these proposals will be to raise revenue of a considerable 


(tfdcri what is more significant, they will bring about a sig¬ 
nificant change in the distribution of disposable income and 
wealth. 

Taxation on Income and Wealth 

In the field of personal income taxation, the rate of sur- 
char^ in the care of individuals as well as Hindu undivided 
families is being increased from 10 percent to 15 per cent 
provided the total income exceeds Rs 15,000 per annum. 
In a full year, the impact of the proposal will be to provide 
an additional Rs 20 crores to the exchccquer; for 1971-72, 
the revenue yield is expected to be around Rs 12 crores. 

I alw want to take this opportunity to increase the tax 
on capital gains, which are a species of unearned income. 
The deduction from long-term capital gains allowed in 
computing the taxable income of non-corporate assessees 
is being reduced from 45 per cent to 35 per cent where such 

f ains relate to lands and buildings and from 65 per cent to 
0 per cent in respect of other capital gains. 

The incidence of tax on long-term capital gains will be 
increased in the case of companies as well. This increase is 
being brought about by raising the rates of tax from 40 per 
cent to 45 per cent in re.spcct of gains relating to lands and 
buildings and from 30 per cent to 35 per cent in respect of 
other gains. 

I have some fairly stiff proposals regarding wealth tax. 
If a significant reduction in the concentration of wealth is to 
be. brought about, it is essential that the’ taxation of 
wealth is made more rigorous. Honourable Members will 
recollect that last year’s budget made a beginning in this 
direction by raising the rates of additional wealth tax on 


WHAT WOULD YOU SAY 
TO A 60L0EN HOLIDAY THIS YEAR P 
—THEN GOME TO OOA! 

A hundred and one things to see and enjoy. You 
can take your choice of: 

’^Conducted tours to famous, historical churches at 
OldOoa or the ancient, exquisite shrines at Ponda 
and many, many excitingly lovely beauty spots. 

"Boat-cruises around emerald-green islets and en¬ 
chanting water-ways. 

* Miles and miles of soft sands of world-famous 
idyllic beaches for sunbathing and swinuning, 

"■Colourful festivals and folklore shows* 

ETC. . .ETC.. .ETC. . . 

All modern facilities and amenities at your com¬ 
mand for a perfect GOLDEN HOLIDAY/ 

Oofttaci : 

TOURIST BUREAU 

DEPARTMENT OF INFORMATION AND TOURISM 
GOVERNMENT OF GOA, DAMAN AND DIU, 
PANAJI 

Grams : TOURBURO Tel. Nos, : 773 & 635 



EASTERN ECONOMIST 


1046 

urban property. This year, I propose to raise drastically 
taxation on slabs ol'nct wealth above Rs 15 lakhs, where 
the rate of tax will now be unifonnly 8 per cent as against 
the current rates of 4 per cent on net wealth between Rs 15 
lakhs and Rs 20 lakhs and 5 per cent on net wealth above 
Rs 20 lakhs. 1 also propose to Include in net wealth for pur¬ 
poses of taxation the first Rs one lakh of wealth ;a the case of 
all individual assessees and the first Rs two lakhs for Hindu 
individed families. Thus, while no wealth tax will be levi¬ 
able unless the net wealth exceeds Rs one lakh in the case of 
individuals and Rs two lakhs in the case of Hindu undivided 
families, once they are liable to tax, it will apply to their 
entire wealth. However, the exemptions in respect of ap¬ 
proved financial investments, owner-occupied house and 
agricultural assets will coniinuc. 

Ceiling on Individual Wealth 

To tighten the incidence, the exemption from wealth tax 
currently available for household or personal jewellery and 
for shares forming part of initial capital issues is being 
withdrawn. In the case of conveyances, the exemption will 
now be limited to Rs 25,000 in the aggregate. The existing 
provision in the Wealth Tax Act excluding from aggrega¬ 
tion the assets transferred by an individual to the spouse or 
minor children is being done away with. A similar provision 
is being made in respect oT conversion of assets of indivi¬ 
duals into those of Hindu undivided families. While all these 
changes will not naturally yield any revenue this year, in 
future, the annual additional yield from these measures 
affecting wealth tax could be around Rs 14.5 crores. What 
i.s more important, they will impose a virtual ceiling on indi¬ 
vidual wealth at a much lower level than at present. 

As a further measure to discourage evasion of tax, con¬ 
version or the separate property of an individual into pro- 
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perty belonging to a Hindu undivided family will be Inrought 
within the ambit of the gift tax. 

» 

1 am proposing several structural changes affecting 
the incidence of company taxation. While the rales of taxa¬ 
tion on the ordinary income of companies are being main¬ 
tained at existing levels, except for the rates on capital gains, 
the rate of siu'tax on company profits will be increased from 
25 per cent to 30 per cent in the case of chargeable profits 
in excess of 15 per cent of the capital. 

The practice of offering a development rebate in respect 
of new investment has had,I feel, a full play. I am accord¬ 
ingly serving the required notice that no development rebate 
will be allowed on ships acquired or machinery or plant in¬ 
stalled after May 31, 1974. Whatever the revenue implica¬ 
tions of this step — and they are sizable — will be fully re¬ 
vealed only after 1974-75, i.c., from the fifth Plan onward. 
But I shall consider myself amply rewarded if advance no¬ 
tice of this change quickens the pace of investment in the 
remaining years of the fourth Plan. 

At present, in the case of new industrial undertakings, 
ships and approved hotels,profits upto 6 per cent of ihecapi- 
lal employed arc entitled to tax exemption fora period of five 
years. Since debentures and long-term borrowings do not 
in any manner represent risk capital and interest thereon is 
in any case deducted, it was generosity on the part of the 
government to extend the tax holiday provision evfn to such 
constituents of capital. I now propose that in calculating 
the limit of6 per cent of the capital for purposes of tax-exemp¬ 
tion, debentures and long-term, borrowings will be exclu¬ 
ded. This single measure will provide the exchequer with 
Rs 10 crores during the current year; the yield for a full 
year will be of the order of Rs 14 crores. 

Priority industries currently enjoy a special tax exemp¬ 
tion up to 8 per cent of their profits. 1 am proposing that the 
special excm.ption be reduced to 5 per cent of such profits. 
]naddiiion,wehavealsodecidedtoshortenthe list of priority 
industries by excluding aluminium., m.otor trucks and buses, 
cement and refractories, soda ash, petrochemicals and auto¬ 
mobile ancillaries. The general economic conditions are 
now such that it is not necessary that these industries should 
continue to enjoy special benefits which were accruing to 
them hitherto. The two measures in relation to priority 
industries should yield Rs 8 crores in future years; in 
1971-72 the yield is likely to be about Rs 6 crores. 

The deducation of income upto Rs 3,000 in aggregate 
from investments in specified financial assets which was pro¬ 
vided for last year will from, now on be admissible only to 
individuals and Hindu undivided families. 

Foreign Companies 

The concessional tax treatment of dividends received by 
foreign companies from a closcly-held Indian company 
engaged in a priority industry will be discontinued; the fo¬ 
reign companies will be subjected to tax on such dividends 
at the usual rate of 24.5 per cent. 

I am lirm.ly of the view that the fiscal instrument must be 
deployed to discourage payment of high salaries and remu¬ 
nerations which go ill with the norm.s of egalitarian society. 

I accordingly propose to impose a ceiling on the remuncra' 
ration of company employees which would be deductible in 
the computation of taxable profits. The ceiling is being set 
at Rs 5,000 per month. Together with the existing ceiling 
of Rs J,000 per month in the case of perquisites, the allow¬ 
able overall ceiling on reumuneration and perquisites, for 
purposcsof taxation will be at Rs 6,000 per month. In addi- 
lion, I am. proposing to reduce the tax deductible limits of 
daily allowance to employees while on tour. 

Having already delivered the rough tidings, let me now 
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They saved 
the ancient 
banyantree , 
andnowtheir 
darii^ knows ^ 
no bounds 












•Let It stand/ someone said of the 
banyan tree as the sue was being cleared for the 
Hindustan Level Research Centre, at Andhcri. 






So the tree still stands--and it stands for quite a lot. 

For one thing, the tree signifies that we can’t easily get away 
from what is home-grown. Appropriately, therefore, the 
Centre will tackle problems rooted in India—the kind that can 
only be solved here. 

^ Can we discover and exploit hitherto unused local sources 
of oil, thus cutting imports and saving foreign exchange? Can 
vve dcselop milk foods that are ideally suited to Imium needs? 

How can we improve the nuliitivc value of protein-poor toods? 
Can we develop processes for the preservation of Indi .n 
type food dishes? 

Research on all this can on!> begin at home It has, at the 
Hindustan Lever Research Ccntic in Andhen. The sweep and 
thrust of the studies are daring Ihc scientists a:c producing 
new' devices for old, making traditional things happen in new way^. 

They have, of course, left the banyan tree alone 
to grow by itself. 


Hindustki Lever 

IjnlOi HLI if R. 9A.20S 
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detail some of the smoother ones. 1 propose to raise the 
standard deduction currently allowed for the computation 
of taxable income of employees who owm a motor-cycle, 
a scooter or a moped from Rs 60 to Rs 75 per month: for 
others, who do not possess any of thc^e, the standard deduc¬ 
tion will be raised from Rs 35toRs 50 per month. 

The quantum of deduction in respect of long-term savings 
through life insurance, provident fund contributions, etc., 
is being substantially modified. At present, 60 per cent of 
the first Rs 5,000 together with 60 per cent of the balance 
of such long-term savings are tax exempt, I am now pro¬ 
posing that for the first Rs 1,000 of such savings, the quan¬ 
tum of deduction should be 100 per cent. On the next Rs 
4,000 of the qualifying savings, the proposed deduction will 
be 50 per cent, and on the telance 40 per cent. The limit 
for the savings qualifying for deduction will be raised from 
Rs 15,000 to Rs 20,000 in the case of individuals. 

As a result of the changes in the standard deductions 
allowable for conveyance and long* term savings an employee 
with an annual income of Rs 6,000 will be exempt from in¬ 
come taxation provided he saves at least Rs 400 in the app¬ 
roved form. 

The tax concessions for promoting development and ex¬ 
port of technical know-how and technical services, which 
have available only to companies,will from now on also 
apply to individuals, Hindu undivided families and partner¬ 
ship firms. Certain further tax concessions are also at pre¬ 
sent available for expenditure on research and development. 
A committee has recently been set up by the government 
to review the position and make recommendations regard¬ 
ing futhcr fiscal incentives that could be offered to en¬ 
courage industrial research. The recommendations of the 
committee will be given due weight. 

The special deduction of income upto Rs 3,000 from 
investments in specified financial assets available to indivi¬ 
duals and Hindu undivided families would henceforth also 
cover interest on deposits whh a co-operative society made by 
its members. Moreover, the interest paid by a co-opcrativc 
society to its members on deposits made by them will be 
exempted from the requirement of deduction of lax at source. 
Shares of, and member-deposits with, a co-operative society 
will be regarded as approved investments which are exempt 
from wealth tax up to Rs 1.5 lakhs. But 1 propose to with¬ 
draw the exemption in respect of such investment in the 
case of discriptionary trusts which arc subject to taxation 
on their net wealth at the flat rate of 1.5 per cent, or at the 
rate applicable in the case of an individual, whichever is 
higher. 

There are certain minor concessions which 1 would now 
mention together. Co-operative societies of workers or those 
engaged in fishing and allied activities will be exempted from 
tax on their entire business income. Local authorities de¬ 
riving income from the supply of water or electricity to vil¬ 
lages outside their jurisdiction will be exempted from tax on 
such incomes. A member of a co-opcrativc housing society, 
to whom a building or a fiat has been allotted under a house¬ 
building scheme of the society, will be regarded as the owner 
of that piece of property for purposes of wealth tax. 

\ 

The Housing and Urban Development Finance Coi^ora- 
tion will be exempted from tax on its income for a period of 
ten years; the tax-exempt status of the Deposit Insurance 
Corporation will be extended by a further period of five 
years. 

This brings me to the close of the various proposals re¬ 
lating to direct taxation. After taking into account the con¬ 
cessions, the net yield from the new direct tax measures from 


1972-73 will be of the order of Rs 57 crorcs. For 1971-72, 
however the realisation is unlikely to e.\ceed Rs 27 crores. 

I now turn to indirect taxes. My proposals regarding 
customs duties belong broadly to two categories. The 
first set'of proposals is aimed at rationalising the rates struc¬ 
ture of import duties. The other group of proposals is re¬ 
lated to, and consequent on, the arrangements reached with 
a number of foreign countries who have agre^ to release us 
from the bindings under the General Agreement on TariflRs 
and Trade in the matter of import levy on certain commodi¬ 
ties. 

Import Doties 

The existing rates structure of import duties, I confess, 
forms a complicated pattern. As of now. there arc seven 
ad valorem rates of duly in force: 15 per cent, 271 per cent, 
35 per cent. 40 per cent, 50 per cent, 60 per cent and, finally, 
100 wr cent. In order to introduce an acro,ss-the-board 
simplification and to remove existing anomalies, I propose 
to have only four effective rales of import duty, namely, 30 
per cent, 40 per cent, 60 per cent and 100 per cent. 

I propose to bring in all items of machinery within the 
orbit of 30 per cent import levy. While this would imply 
a marginal increase of 21 percentage points in the rate of 
duty in respect of project imports, the decrease of duty by 
5 percenta^ points in respect of machinery in general would 
provide relief to smaller industrial units and units manu¬ 
facturing equipment who import a part of the components 
and all those who need to import .small items of ma¬ 
chinery by way of spares or balancing equipment. The 
equalisation of rates for all kinds of machinery would also 
simplify assessment and, I hope, speed up assessment work. 


ARE YOU SETTING UP AN INDUSTRY 
IN UTTAR PRADESH ? 

Please Contact Us 

1. Industrial plots available at Ohaxiabad, Gorakhpur, 
Bareilly, Hardwar. Lucknow, Sandila, Kanpur and 
Naini (Allahabad) at low rates and on deferred pay¬ 
ment basis. 

2. Financial Assistance :— 

I. To Public Limited Companies by way of under¬ 
writing of share capital. 

II. To Public Limited Contpanics for preparation of 
project Feasibility Reports. 

3. Dolomite and Limestone available for Steel Plant, 
Foundries and Lime Industry. 

4. New Projects proposed to be set up in U.P. :— 
Scooter, Steel Billets, Printing Machinery, Safety 
Razor Blades, Fluorescent Lamps, Polyster Fibre, 
Nylon Filament, Polyster Films, Watches and Trans¬ 
mission Gears. 

Suitable oTers from Industrialists interested in joint 
ventures for the above projects will be considered. 

For Particulars Please Contact : 

THE MANAGING DIRECTOR. 

U.P. STATE INDUSTRIAL CORPORATION LTD., 
Post Box No. 413, G.T.Road, 

KANPUR 

Phones : 62630/66920/62857. 
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Items such as agricultural machinery and implements, dairy 
and poultry farming appliances would also now attract 
duty at the rate of 30 per cent insteed of 15 per cent. 

Certain basic raw materials and non-ferrous metals will 
from now on be liable to duty at the uniform rate of 40 per 
cent. Iron and steel and unwrought copper wi*\ however, 
attract the lower duty of 30 per cent. 

It is proposed to eliminate the present rate of duty of 50 
per cent and levy instead a higher rate of 60 per cent on most 
items. A similar upward revision has already been made in 
the course of the past two years with respect to the duty on 
chemicals, drugs, medicines, electrical and non-electrical 
appliances. What 1 am proposing now, therefore, is to bring 
all similar items together under the umbrella of the same rate 
of duty. 

Till now, certain items used by the more atfluent sections 
of the community, such as automobile components and dry 
fruits, were liable to a duty of 60 per cent instead of 100 per 
cent which is the standard rale for most imported consumer 
goods. This anomaly is now being removed. In addition, 
in view of the increase in the c.i.f. price as well as the high 
margin of profit, the specific rate applicable to cloves is 
being increased from Rs 18 per kilogram to Rs 60 per kilo¬ 
gram. 

As a result of the release from the GATT bindings, we 
arc now in u position to cither impose a duty, or raise the 
existing rates of duty, on a number of items, including agri¬ 
cultural tractors, earth-shifting machinery, staple fibre.ex¬ 
cluding yarn, raw wool, unwrought copper, zinc and pig 
lead. I propose to avail of the opportunity. In view of the 
high margin of profit on imported staple fibre, I am proposing 
that the duty on it be fixed at 100 per cent. On uiiw rouglii 


zinc; pig lead and raw wool, the-duty will be 40 per cent 
and on copper 30 per cent. Given this large disparity 
between the prices of imported and indigenous tractors, I 
have also decided on a levy of 30 per cent on imported 
agricultural tractors. The same rate of duty will apply 
on earth-shifting machinery. 

Taking into account the effect of the rationalisation of 
import duties as well as the adjustments following from the 
release from the GATT bindings ^nd the countervailinylevies 
related to changes in excise duties to which I would soon 
turn, we should be able to get additional revenue to the extent 
of nearly Rs 54 crorcs during the remaining part of the year. 

Excise Duties 

I now come to the proposals with respect to excise duties. 
Pursuant to the decision to continue the scheme of levying 
additional excise duties in lieu of sales tax on sugar, textiles 
and tobacco, we are committed to raise the over-all incidence 
of these additional duties to 10.8 per cent on the value of 
clearances by the end of the fourth Plan period. Since this 
target has to be attained by 1973-74, it has become necessary 
to make a substantial beginning in the current year itself. 
For the present, I have decided to concentrate on cigarettes 
and, to some extent, on textiles. 

There conies perhaps a time in the life of every smoker 
when the concern for his own health begins to outweigh the 
loyalty to an old and faithful companion. For those who 
cannot shake off their consuming passion, there is at least 
the consolation that the more taxes they pay, the more they 
serve the common cause. 1 am, therefore, fortified in my 
decision to increase once again the taxation on cigarettes 
by the thought that whichever way my smoking friends react, 
there would be a net gain to national welfare. In place of 
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the exiiting thl«e slabs of duty on cigarettes, 1 ptopow to 
have five. By suital^ adjmtdiMtS'Of Uie basic and additional 
duties on *tliese slabs, I hose to raise during the 
cunent year fts 33.20 crc^s of whieb Rs 16.40 crores would 
go to the states by way of additional excise in lieu of sales 
tax. Ihe effect of the ptopoaais would be a marginal in- 
crrase in the price of the cheaper varieties of cigarettes, but 
a much Sharper increase for the more expensive varieties. 

Textiles, particularly coarse and medium varieties of 
clo^, are a basic necessity, and their prices rose rather in¬ 
ordinately in 1970-71. Despite other constraints, I have 
therefore decided that the impost on textiles should be mo¬ 
dest this year. I propose to step up slightly the additional 
excise duties on medium A and medium B varieties of cotton 
textiles from 4.8 paise to 6 paise per square metre and also 
to round off the additional duty leviable on coarse cloth from 
3.6 paise to 4 paise per square metre. With respect to super¬ 
fine and fine cloth, however, I propose to go much further 
and raise the rates of the additional excise duty to 25 paise 
and 15 paise respectively per square metre. These several 
measures should fetch an additional revenue of Rs 4.90 
crores which will accrue entirely to the states. 

Excise on Motor l^pictt 

My other major proposal in regard to excises is in the 
area of mptor spirit, solvents and a number of other mi¬ 
nor lubricants. In view of the rise in international oil 
prices, there is need for the maximum economy in the utilisa¬ 
tion of petroleum and petroleum products if we are to 
conserve our scarce foreign exchange resources. No doubt, 
there will be a certain hardship involved in this, but I am 
afraid it has to be borne by our people. To curb consump¬ 
tion, I, therefore, propose to increase the duty of motor 
spirit by Rs 200 par kilolitre or 20 paise per litre. This 
measure will fetch an additional revenue of Rs 36.30 crores 
in the current year. 

There is extensive misuse of certain special boiling point 
spirits, otherwise known as solvent oils, as adulterants for 
motor spirit. To discourage this practice, I propose to raise 
the duty on solvents from the present rate of Rs 45 per kilo¬ 
litre to Rs 845 per kilolitre. This measure will yield Rs 
4.25 crores during the current year. 

Similarly, to prevent the adulteration of mineral turpen¬ 
tine oil with superior kerosene, an extra duty of Rs 100 per 
metric tonne i8l}eing imposed on the former. In the case of 
liquid petroleum gas, I am proposing to abolish the ad valo¬ 
rem duty of 20 per cent and, instead, impose a specific 
duty of 25 paise per kg, The rate of duty which' at 


present obtains on lubricating stock oils and greases 
directly derived -from refined petroleum would also from 
now on apply to blended lubricating oils, greases and cal¬ 
cined petroleum coke. However, the base petroleum pro¬ 
ducts used in the manufacture of the latter items would be 
given a. credit for the duty that might already have been 
paid. I expect these measures to yield an additional re¬ 
venue of Rs 9 crores during 1971-72. 

At present, carbon dioxide is liable to duty, but other 
gases, such as oxygen, chlorine, ammonia and refrigerant 
gases are exempt; these exemptions arc being withdrawn. 
However, oxygen for medicinal use and ammonia used in 
the manufacture of fertilizers would continue to be exempted 
from duty. This measure is expected to yield Rs 1.60 crores. 

I also propose to raise the basic duty on glassware to 20 
per cent and on sheet and plate glass to 15 per cent. Class 
shells, glass globes and laboratory glassware would be kA 
untouched. While the duty on sanitary and glazed wares 
was revised last year, tableware and china were left undis¬ 
turbed. This deficiency I propose to make good this year; 
both these items will now attract a uniform duty of 20 per 
.cent. These two changes are estimated to provide us this 
year with additional revenue of around Rs 3.15 crores. 

While air-conditioners pay a duty at the rate of 53.3 
per cent, till now, the evaporative type of coolers have been 
exempt from duty. This discrimination deserves to be re¬ 
moved. However, I am proposing a duty of only 25 per 
cent on them and, at the same time, exempting them from 
the.rayment of the special excise duty. Vacuum flasks, 
similarly exrinpt till now, will also have to bear a le\'y of 
IS per cent ad valorem. The gain to revenue would be R.s 
54 lakhs in the current year. 

It is proposed to revise the duty on soap from the pre¬ 
sent effective rate of 11.4 per cent to 15 per cent. This 
would result in only a marginal increase in the price of toilet 
soaps. Household and laundty soaps are being left untouch¬ 
ed. Because of partial exemption, the effective rate of duty 
on surface active agents works out to even less than that on 
ordinary household and laundry soaps. 'It is therefore 
proposed to abolish the partial exemption and restore the 
full statutory rate of duty on these products. These two re¬ 
visions — relating to soap and. surface active agents—are 
likely to yield a revenue of Rs 2.55 crores for the rest of the 
year. 

It is also proposed to tax certain other luxury items. 
Latex foam sponge, used extensively in the manufacture of 
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foam mattresses, bears at present a relatively low basic rate 
of duty of 20 per cent ad valorem; I propose to double this 
rate of duty. A similar levy will be imposed on polyure¬ 
thane foam as well as certaiif products made out of this 
particular foam. The basic rate of duty on plates, sheets 
and strips of rubber is also being stepped up from 20 per 
cent to 25 per cent ad valorem. These measures would bring 
in Rs 2.60 crorcs of additional revenue in 19/1*72. 

The duty on crown corks and pilfcr-proof caps is proposed 
to be raised from 1 paisa to 2 paise each. This measure is 
expected to yield Rs 1.90 crores. 

A few other changes arc being proposed by way of ra¬ 
tionalisation. These include an excise levy on dehydrated 
canned and bottled vegetables and on pr^arations of glucose 
and dextrose, the removal ot the special concession of 50 
paise per kg. on the basic excise duty for certain varieties of 
staple fibre, the rounding off of the duty on cement from 
23.76 per cent to 24 per cent, revising the duly upwards on 
woollen yarn and shifting a portion of the incidence to wool 
tops, revising the rates of duty on electric lighting bulbs other 
than those of 60 watts and less, revising the rates for fluore¬ 
scent tubes as well as for electric fans and industrial fans 
other than those of a diameter not exceeding 16 inches, and 
removal of the concession of Rs 500 per tonne on copper 
used in the mamifacturo of wires and cables. These assor¬ 
ted measures would yield a combined revenue oi' over Rs 
6 crorcs. 

1 have talked earlier about the need for iho rapid reduc¬ 
tion of income inequalities not only in the urban areas but 
also in the countryside. One way in which this could be 
brought about is through levying selectively indirect taxes 
on products and equipment used m agricultural operations 
by the richer sections of the peasantry. I propose, therefore, 

WHAT’S BEHIND 
THIS NAME? 
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to ttM agricultural tractors by charging a duty of It) per c^t 
ad valorem; this levy is likely to fetch a revenue of Rs 3.40 
efores in the current year. ' 

To augment revenue, several new iteins ate being intro¬ 
duced into the orffit of central excise taxation. The commo¬ 
dities and the rates of duty are being so chosen that the net 
effect of these imposts on the price level will benegl^bte. 
The items 1 propose to bring in include perfumed hair oil. 
shampoos, lipsticks, pressure cookers, playing c^ds, zip 
fastners, photographic cameras, cinematographic projec¬ 
tors and linoleum. Very few of us pwhaps would like 
to venture an opinion on the contribution made by per¬ 
fumed hair oil, lipsticks or playing cards to the style, pace 
and quality of living in modern India. But Honourable 
Members will, 1 am sure, agree with me that most of these 
commodities constitute the appurtenances of high living; 
excise levies on them will have little effect on the level of 
living of the overwhelming mass of the community. 

Levy on Ready-Made Garments 

For the same reason, I am proposing a levy on certain 
ready-made garments which are mostly purchased by the 
well-to-do. However, in order to protect the small manu¬ 
facturers, this levy will be confined to ready-made garments 
manufactured with the use of power and sold under regis¬ 
tered trade marks or brand names. As a further concession 
to the small producers, clearances upto a specified value 
would be excluded from the excise provided the aggregate 
annual output in the unit concerned does not exceed a ceil¬ 
ing. 

I also propose to introduce an excise levy on a number 
of producer goods such as ball and roller bearings, bolts, 
nuts and screws, electric insulation and non-medical adhesive 
tapes, welding electrodes, grinding wheels and motor star¬ 
ters, as it is difficult to tax the end-products of these items 
and we arc currently losing some potential revenue. 
The rate of duty will be 10 per cent. It is also proposed to 
charge a duty of 10 per cent on electric supply meters, type¬ 
writer ribbon.s, mosaic tiles, fork lift and platform trucks 
and certain motor vehicle parts and accessories. Wherever 
necessary the interests of the small producers will be protec¬ 
ted by a concession similar to the one T have mentioned in 
the context of ready-made garments. 

Four more chemicals are being added to the list of ex¬ 
cisable chemicals, and will be liable to duty at 10 per cent. 

A similar levy will also be imposed on camphor and menthol. 

These various measures of new excise levies together are 
likely to yield Rs 15 crores. 

1 now want to announce an important new measure inten¬ 
ded to meet the cost of the programme for children’s health 
and nutrition. I propose to levy a duty of 10 paise per 
kg. on Maida processed by roller flour mills in the organised 
sector. This particular flour is usually consumed by the richer 
sections of the population and otherwise used in the manufac¬ 
ture of sweets; the consumption of bread, another 
item in the manufacture of which Maida is used, is 
again mostly confined among the higher income groups. 

I am sure the slight additional o^nditure which this levy 
would imply woiud be cheerfully borne by tbew consumers 
since the resultant revenue of Rs 7.4 crores which will acme 
to the centre will bo earmarked for being spent on the welfare 
of children. In addition, the states also will receive nearly 
Rs 1. H crores from tiiis measure. 

1 will now refer to a few excise concessions which I have 
considered desirable. To promote use of minor oils in 
the manufacture of soap and thereby reduce our dep^mioe 
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on intpocted tallow and oils, I propose to reduce tbo incidence 
of die duty on sOap wheteever tl^ is certain minimnni use 
(d’miaor oik like neem and sal. The rate ofduty on sodium 
siUcate will be reduced to encourage the output of cheaper 
varieties of soap in the smalleoale sector. In order to foster 
the greater utilisation of cottonseed oil, the existing excise 
rebate for using this oil in themanufacture of vanaspati will 
be increased. A similar concession is also proposed to be 
accorded to rice*bran oil. 

Rdief*sf Martial Units 

With a view to providing some relief to the small and 
marginal units using powerlooms for manufacturing cotton 
fabrics, I propose to reduce the rate of compounded levy on 
units where not more than four powerlooms are installed 
from Rs SO to Rs 10 per loom per annum. In the case of units 
employing more than four powerlooms, the compounded 
levy will be half of the existing rates. The concession at pre¬ 
sent available to independent processors, will be rationalised. 
There are also a couple of marginal concessions for the 
manufacturers of embroidery and leather cloth. 

All these reiiefli and concessions together would cost the 
exchequer aroimd Rs 1. SO crores for the remaining part of 
the year. 

This brings me to the end of the rather long enumeration 
of the proposed changes with regard to excise duties. Taking 
all the proposals for excise duties together, the total yield 
for the rest of the current financial year will be roughly Rs 
89 crores for the centre and Rs 43 crorcs for the states. 

I am afraid, having dealt with direct taxes, customs and 


exeisds, I am not quite through as I have yet to propose to the 
Honourable Members a new measure which is not quite in 
the nature of an excise levy. This is a tax which I propose 
to impose on foreign toavel. The levy will be at the rate of 
20 per cent ad valorem on all tickets purdiased in rupees; 
tickets ^d for in foreign exchange will be exempt. The 
only other major exemption would be for students and scien¬ 
tists. The estimated revenue from this measure which would 
come into effect from a date to be notified later, would be 
about Rs 7.0 crores. In case any Honourable Member feels 
that I am taking away what many airlines have graciously 
offered by way of concessional fares, I wish to assure them 
that with tile proposed ad valorem tax, the value of tiie con- 
ce.ssion in absolute terms would in fact be enhanced. 

And now 1 come to the final set of propo.<ials I have to an¬ 
nounce on behalf of my colleague, the Minister for Communi¬ 
cations. Honourable Members are aware that Posts and 
Telegraph Ranches have incurred heavy losses in the past 
and are anticipated to show a lo.<is of as much as Rs 15 crores 
during the current year. Both the Tariff Inquiry ^mmittee 
which was set up to examine the rates structure of the Posts 
and Telegraphs Department and the Administrative Reforms 
Commission have recommended the need for financial viabi¬ 
lity and the desirability of surplus being generated from the 
operation of Posts and Telegraphs. A certain upward revi¬ 
sion in tariffs is therefore inescapable. While proposing this 
revision, we have kept in view the problems faced by the less 
affluent sections of society; items like postcards, letter cards, 
and letters have thus been kept completely out of the purview 
of the upward adjustment of rates. Most of the proposed 
increases relate to registration fees for postal articles, and 
telegraph and telephone tariffs. The registration and 
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i tarce) fees ate being raised by S pnise and 10 paise resprotive- 
y for 400 grams. There are also minor adjustments in the 
cbarges for telegrams consisting of more than 8 words as 
well as in the rentals for telephones, teleprinters and telex 
servi^s. memorandum detailing the proposed changes 
is being circulated along with the budget pa^rs. 


So far as the union budget is concerned, the various pro¬ 
posals outlined would imply, for 1971-72, additional revenue 
aggregating to Rs 177 crores. The budgetary gap of Rs 397 
crores I had indicated earlief will accordingly be now scaled 
down to Rs 220 crores. 

I have now come to the end of my labours. Quite can¬ 
didly, it has been for me a diflicult budget to frame. There 
arc a wide range of fiscal proposals and, in some direc¬ 
tions, the impact of the new levies cannot but be considerable. 
Let me remind Honourable Members, however, that the price 
rise in the economy has been sufficiently disquieting last year, 
and the budgetary deficit must therefore be kept within 
reasonable limits. In addition to the obligation that we owe 
to the community to increase substantially the size of the 
Plan and to provide for greater employment opportunities, 
there is. at this stage, still the imponderable factor of the dc- 


vdopments in East Bengal and the rising flood of eyacuen. 

Fiscal policy, however, is not a matter singly, or even 
prhnatily, of raising resouites to meet the inescapable de¬ 
mands on the national exchequer. It must serve largw ob¬ 
jectives as well and guide the economy in desired direction^. 
It must, in particular, make a significant impact on existing 
inequalities in income, wealth and economic power and re¬ 
duce ostentatious consumption. It is for this reason that, 
in the field of direct taxation, 1 have introduced a number 
of measures whose significance to revenue in tlje short run 
may not be so great but which are vital for the achievement of 
a just society. In the field of indirect taxation also, objectives 
such as those of reducing pressures on our balance of pay¬ 
ments have been kept in mind; and care has been taken to 
ensure that only a small proportion of the additional burden 
is borne by the common man. 

It is hardly possible to claim that a new social and econo¬ 
mic order can be ushered in through budgetary policy alone, 
much less through a single budget. In a budget of this 
magnitude it is also difficult to reconcile all the objectives we 
have set before ourselves. But I hope I have not flinched 
from the duty of trying to meet the immediate and urgent re¬ 
quirements while furthering our accepted objective of a truly 
socialist society. 


Budget at a Glance 

REVENUE BUDGET 


Revenue Receipts 



1970-71 

Budget 

1970-71 

Revised 

1971-72 

Budget 

Tax Revenues 

Lew—States’ Share of Tax 

.\134 

3,197 

3,403 \ 
-220* ) 

Revenues. 

744 

755 

850 \ 

\ 43* 1 

Net ■ -Centres Tax Revenues 

2.390 

2,442 

2,553 { 
+177* ( 

Non-Tax Revenues ,. 

900 

949 

1,009 

Total Centre's Revenues .. .^,290 

Capital Receipts 

.^,391 

3,562 

+177* 

caphal 

Market Loans (Net) 

External Aid (other than 

162 

136 

168 

PL 480). 

400 

355 

324 

PL 480 Aid. 

132 

122 

113 

Loan Repayments .. 

825 

930 

930 

Other Receipts 

305 

562 

489 

Tofal-Capital Receipts 

. 1,824 

i 2,105 

2,024 


Revenue Disbursements (In crores of rupees) 



1970-71 1970-71 
Budget Revised 

1971-72 

Budget 

Civil Expenditure .. 

1,498 

1,524 

1,725 

Defence Expenditure 

1,018 

1,040 

1,079 

Grants-in-aid to States and 




Union Territories with 




Legislatures 

636 

629 

783 

Total—Revenue Expenditure 

3,152 

3,193 

13,587 

Revenue Surplus (+) 

+138 

+198 

(-) 25 1 

Deficit (—) .. 



(+) 177*} 

BUDGET 




Capital Disbursements 


Civil Expenditure 

525 

684 

491 

Defence Expenditure 

134 

143 

163 

Railway Capital Outlay 

150 

126 

151 

P & T Cental Outlay 

35 

16 

38 

Loans and Advances 




(i) States and Union Ter- 




ritories 

878 

1,040 

966 

(il) Others 

467 

524 

587 

Total—Capital Disbursements 2,189 

2,533 

2,396 

Deficit on Capital Account (—) 365 (- 

-)428 

(-) 372 

Overall Deficit 

(—) 227 (- 

-)230 (—)397 




(+) 177* 
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Tm Rereiiae 


(In thousands of rupees) 


Heads of tax 
revenue 

1970-71 

Budget 

1970-71 

Revised 

1971-72 

Budget 

• 

• 

Customs 

465,00.00 

487,62,00 

480,00,00 

+54,00,00* 

Union Excise 
Duties 

1812,75,00 1805,24,00 

1951,17,00 

+131,94,00* 

Less—Share pay¬ 
able to States 

—34,97,00 

— 

—42.57,00* 

Corporation Tax 

342,00,00 

365,00,00 

395,00,00 

+16,00,00* 

Taxes on Income 
Other than Cor¬ 
poration Tax 

• 

436,75,00 

460,00,00 480,00,00 

+11,00,00* 

Less —Share of 

States (- 

-)348,29,98 (- 

-)359.09.47 (—)420,77,49 

Estate Duty 

7,50,00 

7,00,00 

7,00,00 

LeSiS—Share of 
States 

o 

T 

(-)6.29,84 

(-)6,70,05 

Taxes on Wealth 

18,00,00 

16,00,00 

30,00,00 

Expenditure Tax 

83 

25 

25 

Gift Tax 

1,50,00 

2,00,00 

2,00,00 

Other Heads 

50,62,40 

54,63,79 

57,95,17 

+7,00,00* 

Net —Centre's 




Tax Revenues 

2743,69,24 

2832,10,73 

2975,64,88 

+177,37,00* 

Ic«—States’ share 
of Union Excise 
Duties provided 
for in the Ex¬ 
penditure Esti¬ 
mates in the 
Budget. 

353,45,86 

390,03,73 

422,84,64 

iVirt Centre’s Re¬ 
venues 

2390,23,38 

2442,07,00 

1 2552,80,24) 

+ 177,37,00* 1 


Non-Tax Revenue 


(In crores of rupees) 


Heads of 
revenue 

1970-71 

Budget 

1970-71 

Revised 

1971-72 

Budget 

I. Interest Receipts.. 

611.27 

630.12 

661.78 

II. Administrative Ser¬ 
vices 

10.33 

10.52 

10.40 

III. Social and Develop¬ 
mental Services .. 

32.94 

34.90 

40.14 

IV. Multipurpose River 
Schemes, etc. 

15.48 

15*41 

16.02 

V. Public Works, etc. 

7.11 

7.57 

7.54 

VI. Transport and Com¬ 
munications 

14.18 

14.97 

16.58 

VII. Currency and Mint 

98.07 

99.36 

124.23 

VIII. Miscellaneous 

48.06 

78.61 

70.99 

IX. Contributions and 
Miscellaneous Ad¬ 
justments 

X. Extraordinary Items 

45.91 

16.40 

46.63 

11.27 

50.13 

11.70 

Total—Non-Tax 
Revenues .. 

899.75 

949.36 

1009.51 


DETAILS OF DISBURSEMENTS ON 
REVENUE ACCOUNT 

(In crores of rupees) 



1970-71 

Budget 

1970-71 

Revised 

1971-72 

Budget 

A. Civil Expenditure 
Collection of Taxes and 
Duties 

48.55 

48.08 

50.88 

Debt Services 

597.48 

603.91 

648.39 

Administrative Services 

189.70 

200.93 

236.61 

Social and Develop¬ 
mental Services .. 

319.85 

313.72 

376.40 

Multi-purpose River 
Schemes, etc. 

14.56 

15.17 

20.43 

Public Works, etc. .. 

42.63 

39.80 

42.71 

Transport and Com¬ 
munications 

20.80 

21.60 

22.62 

Currency and Mint.. 

26.00 

26.92 

28.35 

Miscellaneous 

221.26 

234.30 

277.97 

Contributions and 
Miscellaneous Ad¬ 
justments .. 

10.77 

13.07 

13.45 

Extraordinary Items 

6.64 

6.60 

6.62 

Total—Civil Expendi¬ 
ture 

1498.24 

1524.10 

1724.43 

B. Defence Expenditure 
(Net) 

1017.84 

1039.89 

1079.23 

C. Grants-in-aid to States 
and Union Territories 
with Legislature 

636.10 

629.30 

783.20 

Total 

3152.18 

3193.29 

3586.86 
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CAPITAL BUDGET: RECEIPTS AND DISBURSEMENTS 
Capital Receipts Dfsbarsemeiits on Capital Account 

" (in crores of rupees) (In crores of rupees) 




1970-71 

1970-71 

1971-72 



Budget 

Revised 

Budget 

1. 

Market Loans 

Gross Borrowings .. 

455.00 

427.59’^ 

500.00 


/.m—Repayments .. 

293.30 

291.30 

332.10 


Net Borrowing 

16L70 

136.29 

167.90 

2. 

External Aid (Other 
than P. L. 480) 





Gross Borrowings ,. 

600.00 

550.00 

540.00 


Less —Repayments .. 

200.25 

195.46 

216.23 


Net Borrowing 

399.75 

354..54 

323.77 

3. 

P. L. 480 Aid 

Dollar Credit 

84.00 

81.37 

114.37 


Rupee Loans 

35.00 

50.00 

12.00 


P. L. 480 Deposits (Not) 

13.27 

(- 19.59 

(-013 04 


Total .. 

132.27 

121.78 

JI3.33 

4. 

Repayment of Loans 
and advances 

825.00 

930.00 

930.00 

5, 

Other Items (Net) .. 

(i) Small Savings .. 

140.20 

145.30 

180.40 


(ii) Other Receipts .. 

164,79 

4)6.96 

308.14 


Total' Capital 





Receipts .. 

1823.71 

2104.87 

2023.54 


* Excludes Rs. 75 crores of ad hoc treasury bills conver¬ 
ted into dated securities. 



1970-71 

Budget 

1970-71 

Revised 

1971-72 

Budget 

A. Civil Expenditure : 

1. Social and Develop¬ 
mental Services 

348.87 

322.30 

" 305.97 

2. Multi-purpose River 
Schemes, etc 

71.25 

59.40 

58.20 

3. Public Works, etc. 

92.64 

79.85 

100.46 

4. Transport and Com¬ 
munications 

28.71 

23.32 

30.67 

5. Currency and Mint 

12.03 

184.28 

9.05 

6. Miscellaneous 

(—)29.15 

14.88 

(—)13.43 

Total—Civil 
Expenditure 

524.35 

684.03 

490.92 

B. Posts and Telegraphs 

35.00 

15,80 

38.60 

C. Railway Capital Outlay 

150.00 

126.10 

151.00 

D. Defence Capital Out¬ 
lay . 

133.67 

142.94 

162.43 

E. Loans and Advances— 

1. States and Union 
Territories .. 

878.25 

1039.49 

966.30 

2. Others 

467.19 

524.22 

586.64 

Total-Loans and 
Advances 

1345.44 

1563.71 

1552.94 

Total Capital Dis¬ 
bursements 

2188.46 

2532.58 

2395.89 


where A^rienlture, Industry 
and Trade get a helping hand... 
STATE BAXK OF INDIA 


Paid-Up Capital 
and Restrvea: 

Ra. 21.23.2&.000 
Total Resourcas: 
Excead 

Rs. 1638 crorat 
Officas: 2122 


as on 

31.12L1970 




STATE BANK- 
llie biggest bank 
serves the smallest man 




& ‘ t t 

^ y-’' 

teo.aft .. ^ ■■ A'v 

Jr ^ 

. .. sH| ^ K 


■ t i 


! ^ S ' 
\l ^T|iiM - 

irnTii insn-fr 



Cantral Offlct: 

Bank Street, Bombay t* 

International Division: 

11th Fioor/NIrmal*. 

Nariman Point. Bombay 2(K 

Local Head Offlcaa: 

Calcutta. Bombay, Madratp 
New Delhi, Kanpur. 

Ahmedabad. Hyderabad. 

Foreign Offieet: 

London: 1^18 Gresham Straeta 
London E.C. 2. 

Colombo: 16 Prince Street. Colombo 1* 

Pakistan Branches: 

At present under the Custodian 
appointed by the 
Government of Pakistan, 

Representative Offlcee: 

New York: 44 Wall Street, 

New Yo'k, N.Y. 10005. 

Frankfurt: Goolhestrasse 26-2j9i 
6 Frankfurt (Main). 

Correspondents world-wide. 
Subsidiaries: 

State Bank of Bikarter A Jaipur 
Stato Bank of Hyderabad 
State Bank of Indore 
Slat I Bank of Mysore 
Stale Sank of Patiala 
Stdtu Sank of Saurashtra 
Stato Bank of Travancoro 

AiyAaS4.40«-A*'8fV. 
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good habit to 

ndtimitB 


Shriram Uraa is the 
ideal, low cost, high 
potential nitrogenous 
fertiliser for sustained 
soil fertility. It 
contains the highest 
amount (46.4%) of 
nitrogen, can be used 
for all crops under all 
soil and weather 
conditions, and is best 
for foliar spray. 

In fact, Shriram Urea 
means bumper crops, 
more profits and 
greater prosperity. 
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Highlights of Hindustan Stssl's rols 
ns n multM>lh*r of seonomic activity 
in ths dsvsiopmsnt of India. 



INOUtnilEt 

Hilfdustin Stott hoi lo 
fir iuppliod ovor 20 
million tonnoi of itool 
ind 7.7 mtlHon tonnoo 
of piQ iron to Indiin 
Induitry.Thii hit Initii- 
tid thi growth of 
•tveril inolniiring ind othgr Industriii which 
UM iron ind ttoil.Tho oqulpmint ind michiniry 
produeid by thin inginoiring inductrios hivt 
mide thi growth of virioui othir induitriii 
peiiibli. With thii rapid induitrlal dtvilopmint. 

■ study and Inoranid supply of raw matariala 
also bacama aisantial. To matt this damand. 
aiill othar induitrlaa sprang up—industrial an- 
gagad in mining, transportation, production of 
industrial raw matariala. ate. Togathar. thast . 
hava addad to tha nation a waalth and eentribut* 
ad savaral million rupaas to tha axehaquar in tha 
form of taxas and dutiaa. 

AOmCULTURB 

Hindustan Staal not only provides tha steal for 
building dams, powar 
houias.tuba walls,silos 
end farm equipment, 
but has also supplied 
so farl .6 million tonnes 
of nitrogenous farti- 
liiari to help improve 
agricultural ylalda. Many of Hinoustan Sttara 
chamicsl by>producti are also important ingra* 
dianta in tha manutaciura of paatlcldoa ond 
(nsfcticidas commonly usao tof cron ptotaction. 

THB EXCHEQUER 

iiiridusian Staal'a eumulatlva conbibution till 





March. 1970 lo Contra! and Etato ravanuaa 
txcasdfr Ra. 762.E 
eroraa-ovar Ri. 260 
croraa aa axciia duty, 
ovar Rs. 7E ciorao aa 
cuitomsduty.ovarRa^l 
croraa aasalas tax ovar 
Rs. 186 croraa aa out¬ 
ward railway fralght. 

over Rs. 190 croraa aa intaraat on loan capital 
and Rs. 32.6 croraa aoraturn of loan oapital. 
SAVING AND EARNING FOREIGN EXCHANGE 
To data HIndustarf Staal has told Ra. 1600 
croraa worth of iron and Ctaal and ohamical by- 
products, all of which tha nation would hava 
oiharwiia had to import 
by spandfng foroign o x- 
ehango. Such maaaiva 
savings apart. Hindustan 
Sual has ova? thayaait 
■arnad ovar Ra. 140 
ororaa in foralgn ax^ 
ehanga from Its oxpotta 
of iron and steal and by-products. 

EMPLOYMENT 
Hindustan Staal am- 
ploys ovar 120.000 
people. Far every man 
employed by Hindustan 
Steal savaral times at 
many find employment 
In tha industriaa whieft 
•arva staal-maliing or uaastooi Tho hwrosso 
in staal production has lad to tho oxpanslon of 
the nation's amploymant potootiit. 

NEW EKIUt AND FROGIISEI 
Hindustan Sisal hat Intioducad manWiaw iital 




products and steal, making piocastas. With tha 
astablishmani and axpanslen of Hindustan Staal 
tha nation has gamed new oxperianca davalopad 
new skills and compaiant oonsultancy itrvicas 
A cadre of over 4.000 { 
anginaart and lachni* 

Clans essential for the 
tutura growth of the 
iiaal industry in India 
has bean trained and 
davalopad by H industan 
Siaal 

Staal wa thus sat is 
cfiiciaS to economic 
daveiopmtnt. It was this appreciation af aiaara 
roia as tha mother industry that prompted our 
planners to lay deep emphasis un eNpanding 
India's sifal<making capabilities Starting with 
three new miHion.lonne steel plants at Rourkala 
Bhilai and Ourgapur. Hindvatan Steal's prasant 
annual production rata is 4 6 million tonnes 
constituting ovar 60% of India's total annual 
•tasl-makmg potential. Fu/tnar axpaniion is 
aliaady under way. Tha bulk of tha country s 
raquiramantt of highly speciantad alloy and 
tool eiofla too are being met by Hindustan 
Staal's Alloy Steals Ttant at Ourgapur. 




ltagd.Ofh«e; ItencM 


Alair SlfSb f ieni. Ourgspvr 
pMUrsI EalMOrointssiiaA; 2 Seirlia Sigae 
Camial Snslnaaneg 0 Dssisn Ourssii: 
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FlnflLnce (No. 2) Bill, 1971: Proposal* Explained 


The text of the Ofhcial Memorandum explaining the pro¬ 
visions of the Finance (No. 2) Bill, 1971, is given below:— 

Pxovisloiis IMatiBg to Dlreet Texes 

The provisions'in the Finance (No. 2) Bill, 1971 in the 
sphere of direct taxes relate to the following matters:— 

• 

(i) Prescribing the rates of income-tax (including sur- 
char^ where applicable) on incomes liable to tax for the 
assessment year 1971-72; the rates at which tax is deductible 
at source during 1971-72 from interest (including interest on 
securities), dividends, salaries and other categories of income 
liable to such deduction under the Income-tax Act; and the 
rates for computation of advance tax and charging of income- 
tax on current incomes in certain cases for the financial 
year 1971-72. 

(/<') Amendment of the Income-tax Act, 1961, with a 
view to raising additional revenue; providing greater incen-. 
tives to savings and investment; widening the area of tax 
incentives for development of technical know-how and tech¬ 
nical services both for export and use within India; imposing 
restraints on business expenses so as to reduce income dis¬ 
parities; providing tax reliefs in certain directions and re¬ 
moving anoipalies and practical difficulties in certain ca.ses; 
rationalising and simplifying some of the existing provisions; 
streamlining the work of recovery of arrears of taxes; and a 
few other matters. 

{in) Amendment of the Wealth-tax Act, 1957, with a 
yiew to raising additional revenue and reducing disparities 
in the distribution of wealth; providing tax relief to members 
of co-operative housing societies; plugging the loophole 
in the law leading to tax avoidance through the medium of 
Hindu undivided families; and a few other matters. 

(/v) Amendment of the Gift-tax Act to plug the loophole 
for evasion of gift-tax through the device of converting sepa¬ 
rate property into joint Hindu family property, and for cer¬ 
tain other matters. 

(v) Amendment of the Companies (Profits) Surtax Act, 
1964 so as to increase the rate of surtax at higher ranges 
of profitability. 

(v<) Amendment of the Deposit Insurance Corporation 
Act, 1961 so as to extend the period of exemption from tax 
on the income of the corporation. 

(vH) Exemption from tax of the income of the Housing 
and Urban Development Finance Corporation for a 10-year 
period. 

2. The Bill follows the principle (adopted since 1967) 
that changes in the rates of tax as also in the other provisions 
of the tax laws should, ordinarily, be made operative pros¬ 
pectively in relation to current incomes and not in relation 
to incomes of foe past year. The substance of foe main 
provisions in the Bill relating to direct taxes is explained in 
the following paragraphs. 

INCOME TAX 

I. Rates of leoeuc-tax ta respect of htcomes liable 
to tax fbr the assessmeat year 1971-72. 

3. In respect of the incomes of all categories of assessees 
(corporate as well as non-corporste) liame to tax for the 
current assessment year 1971-72, the fates of income-tax 


imdrn: the Bill are the same as those laid down in Part 111 of 
foe First Schedule to the Finance Act, 1970 for foe purpose 
of opmpntation of advance tax, deduction of tax at source 
from foe "’salaries” and retirement annuities payable to 
partners of registered firms engaged in S]>eoified proihssions, 
and computation of the tax payable in certain special cases, 
during the financal year 1970-71. These rates were already 
prescribed for the assessment year 1971-72 under the earlidr 
Finance Act of 1971, which applied foe relevant provisions 
of foe Finance Act, 1970 to the financial year 1971-72 with 
certain modifications so as to bring these in line with the 
current provision of the Income-tax Act. These modifi¬ 
cations, which have also been incorporated in the present 
Bill, are the following:— 

(/) It is being provided in sub-clause (3) of clause 2 of 
the Bill that in cases to which Chapter XII or Section 
164 of the Income-tax Act applies, the tax charge¬ 
able for the assessment year 1971-72 shall be deter¬ 
mined as provided in that chapter or in that section 
and with reference to the rates imposed under the 
Bill for the assessment year 1971-72 or the rates as 
specified in foe said Chapter XT! or Section 164, as 
•the case may be. 

(//) An Explanation is being added at the end of para¬ 
graph C of Part I of the First Schedule to make it 
clear that the rates of income-tax and surcharges 
prescribed in the case of registered firms for foe 
assessment year 1971-72 will apply also in foe case 
of an unregistered firm assessed as a registered firm 
under Section 183(6) of the Income-tax Act. 

The modification at (/) is being made in the context of the 
provision madie in Section 164 of the Income-tax Act, through 
foe Finance Act, 1970, for charging tax on the income of a 
discretionary trust at the flat rate of 65^ or at the rate which 
would have been applicable if such income were the total 
income of an association of persons, whichever is higher. 
The modification at {if) above is being made in the context 
of foe amendment of Section 183(6) of the Income-tax Act, 
by foe Taxation Laws (Amendment) Act,]970, under which 
an unregistered firm may be assessed as a registered firm and 
subjects to the tax chargeable on registered firms at foe rates 
specified in fois behalf in the annual Finance Act and its 
partners charged to tax on their respective shares in the total 
income of the firm, where this course is beneficial to the reve¬ 
nue. 

4. The rates of income-tax (including surcharges on 
income-tax) for the assessment year 1971-72 in the case of 
individuals, Hindu undivided families, firms and other cate¬ 
gories of non-corporate tax-payers have been specified in 
l^ragraphs A to D of Part I of the First Schedule to the Bill. 
The table in Annexure A shows the tax (including surcharge) 
payable at these rates in the case of individuals at selected 
levels of total income ranging from Rs 5,0IX) to Rs 10,<X),000. 

5. In the case of Life Insurance Corporation of India 
and other companies, the rates of income-tax on incomes 
assessable for the assessment year 1971-72 arc laid down in 
Part I cf the First Schedule of the Bill. 

n. Rates fur dedoctioB of tax at source during the 

fluMiglol yesr 1971-72 from incomes other than “Salaries” 
and retirement annuities 

6. The rates for deduction of tax at source during the 
financial year 1971-72 from incomes other than “salaries” 
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and retirement annuities paj'able to partners of registered 
firms engaged in specified pi^essions interest on secu¬ 
rities, othw categories of interest, dividends, and other cate¬ 
gories of non-sal^ income of non-residents) arc set forth 
in Part 11 of the First Schedtile to the Bill. These ratess differ 
from the rates specified in Part 11 of the First Schedule to the 
Finance Act, 1970 for purposes of deduction of tax at source 
from such incomes during the financial year 1970-71 in cer¬ 
tain respects as explained in the following paragraphs. 


7. Payments to residents other than companies .—In the 
case of income way of interest on securities (not being 
interest on a tax-free security) or dividends payable to resi¬ 
dent recipients other than companies during the financial 
year 1971-72, tax will be deductible at the rate of 23%, 
made up of basic income-tax of 20% and surcharge of 3% 
being 15% of the income-tax). This is higher than the rate at 
which tax was deductible in such cases during the financial 
year 1970-71, by 1%. The increase is being made in the 
context of the increase in the rate of surcharge on the income- 
tax in tlie case of non-corporate tax-payers us explained in 
Paragraphs 10 and 13 of this Memorandum. 

8. Payments of income to non-residents other than com¬ 
panies .—^In the cose of income (other than interest on a tax- 
free security) payable to a non-resident other than a company, 
during the financial year 1971-72, tax will be deductible at 
the minimum rate of 34.5% made up of income-tax of 30% 
and surcharge of 4.5% (being 15% of the income-tax). 

, In respect of interest on a tax-free security payable to non¬ 
corporate non-residents, (he rate for deduction will be 
17.25%, made up of income-tax of 15% and surcharge of 
2.25% (being 15% of the income-tax). These increases 
arcjalso being made in the context of the increase in the rale 


of surcharge on the income-tax in the case of pon-borpoiafte 
tax-payers as explained in Paragraphs 10 and 13 of this , 
Memorandum. 

9. Dividends payable by domestic companies to forei^ 
companies .—In the case of dividends payable by a domestic 
company on shares in that company held by a foreign com¬ 
pany, tax will, hereafter, be deductible at source at the uni¬ 
form rate of 24.5%. Formerly, a lower rate of 14% was 
applicable in cases where the dividend was payable to the 
foreign company by a closely-held Indian copipauy mainly 
engaged in a priority industry. The special concession 
in respect of taxation of inter-corporation dividends in such 
cases is proposed to be discontinued by an amendment to 
Section 80 of the Income-tax Act vide paragraph 83 of this 
Memorandum, In the context of this change, the special 
concessional rate of 14% in respect of dividends payable to 
a foreign company by a closely-held Indian company mainly 
engaged in a priority industry is being discontinued, and the 
rate of 24.5,% which has so far been applicable to other 
dividends paid to foreign companies by domestic companies, 
is being made applicable to all dividend payments by 
domestic companies to foreign companies. 

m. Rates for dednctiM tff fax at source from “salaries", 
computation of advance tax and charging of income- 
tax in special cases, during the financial year 1971-72. 

10. Individuals, Hindu undivided families, etc .—The rates 
for deduction of tax at source from ‘salaries” ’in the case of 
individuals during the financial year 1971-72, and also for 
computation of the advance tax payable during that year 
in the case of all categories of tax-payers, have been speci¬ 
fied in Part III of the First .Schedule to the Bill. These rates are 
also applicable for deduction of tax at source during 1971-72 



Dodse and Fargo 
ofTar you a wida rang* *f 
chaatis to suit your 
individual requiremanlih 
Theta chassia art idaaiy 
suilad lo do almost avory 
job on wheels, and lend 
themselves admirably t* 
a variety of body dasigne** 
whether luxury transport, 
school bus, ambulance, dra 
brigade or a load carrier. 
Dodge and Fargo 
chassis are built sturdy, 
rugged and safe—to 
carry loads on any road, 
with perfect ease. 

You have a choice of 
4 engines, too. 

P.6 Diesel Engine, 

Meadows Diesel Engini^ 
Premier Petrdl Engine add 
P 6-354 Diesel Engineu 




THE PREMIER 
AUTOMOBILES LTD,. 

Bombay 70. 
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ENJOY YOUR HOLIDAY TRAVEL 
Available for Hire 


SUPER-DE-LUXE COACHES 


MINI BUS : 

POLARA 

IMPALA 

FORD FALCON VAN 


30 Seater Luxury Coaches with Radio, Loud 
and Fans arrangements. 

16 Seater Super-Do-Luxe Coach. 

S Seater Air Cooled Cars with Radio. 

5 Seater Air-Conditioned Cars with Radio. 

6 Seater Air-Conditioned Van with Radio. 


MYSORE STATE ROAD TRANSPORT CORPORATION 


CONTACT 


Chief Traffic Manager 
Public Relations Officer 


Phone 

53967 

53486 


ALWAYS USE ^ 




“BAMBOO” 

BRAND 

PAPERS 


Manufactured by ; 

INDIA PAPER PULP CO., LTD. 

8, Cl ive Row, Calcutta. 
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firon Mtinment annuities payaUe t« partners of registered 
Hmw engaged in certain ptofesidou (<Wftnered accountants, 
solicitors, u|iirym, etc.) and for diiurging income-tax during 
]97l-'72 on current inoomes in special cases, e.g., provisional 
assessment of shipipng: profits arising in India to non-resi¬ 
dents, assesanent of persons leaving India for good during 
the current assessment year, etc. tnew rates are the same 
as the rates mecified in Part I of the First Schedule for the 
assessment or incomes liable to tax for the assessment year 
1971-72, except that the rate of surcharge on the income- 
tax in* the.case of individuals, Hindu undivided families, 
unregistered firms and other categories of non-corporate 
tax'payers is proposed to be increased from 10% to 1S% 
in aU cases where the total income exceeds Rs 15,000. Where 
fto total income is Rs 15,000 or less, the rate of surcharge 
will be 10% as formerly. Further, in a case where the total 
income exceeds Rs 15,000 by a small amount, the surcharge 
leviable will be the lower of the following two quantities;— 

(a) 15 % of the income-tax, or 

(b) the aggregate of— 

(0 me surcharge which would be leviable if the total 
income were Rs 15,000 only, and 
(//) 40% of the amount by which the total income 
exceeds Rs 15,000. 

The operation of this marginal relief provision may be 
illustrated by the followng examples:— 

Example I 

Total income : Rs 15,100 

Income-tax : Rs 1,373 (Rs 1,.350 plus 23% of 

Rs 100) 

Surcharge leviable: 

Under alternative (a) : Rs 205.95 

(15%ofRs 1,373) 

Under alternative (/>) : Rs 175.00 

(Rs 135, being 10% of 
Rs 1,350 which is the tax 
on a total income of Rs. 
15.000, plus Rs 40, being 
40% of the amount by 
which the total income ex¬ 
ceeds Rs 15,000). 

As'the surcharge calculated under alternative (6) is lower 
in 'amount, the surcharge leviable in this case will be 
Rs 175 only, 

Ermmple II 

Total income: Rs 15,200 

Income-tax on 

Rs 15,200 Rs 1,396 

(Rs 1,350+23% of Rs 200) 

Surcharge leviable : 

Under alternative (a) : Rs 209.40 

(15% of Rs 1,396) 

' Under alternative (6) : Rs 215.00 

(Rs 135+Rs 80 being 40% 
ofRs 200). 

As the surcharge calculated under,alternative (a) is lower than 
that under alternative (h), the surcharge leviable will be that 
under alternative (a), Le., Rs. 209.40. The marginal relief 
provision will not, therdTore, apply at mis level, or above it. 

11. ' The taUe bekm shows, at selected levels of income 
of an individuai, the comparative incidence of tax (including 
surcharge) at (a) the rates applicable during the financial 
year 197&-71 tor purposes of computation of advance tax 
and d^uction of tax at tource from “salaries” (whidh ate 


being made an>>icable to incomes assessable for the assess¬ 
ment year 1971-72); and (6) the rates jnoposed in the BiU tor 
computation of advance tax and deduction of tax at source 
from “salaries” during the financial year 1971-72 


COMPARATIVE INaOENCE OF TAX AT 
SEtECTEO LEVELS OF INCOME IN Tfffi 
CASE OF INDIVIDUALS 


Income 

Tax (including 
surcharge) at 
the rates appli¬ 
cable during the 
financial year 
1970-71 

[as at (a) above] 

Tax (including 
surcharge) at 
me rates in the 
Bill for 

computation of 
advance tax 
and deduction 
of tax at source 
from “salaries”’ 
during 1971-72 
[as at (b) above] 

Increase 
in tax 

1 

2 

3 

4 

Rs 

Rs 

Rs 

Rs 

6000 

110 

no 

Nil 

7,500 

275 

275 

Nil 

10.000 

550 

550 

Nil 

12,500 

1,018 

1,018 

Nil 

15,000 

1,485 

1,485 

Nil 

20,000 

2,750 

2,875 

125 

25,000 

4.400 

4,600 

200 

40,000 

12,100 

12,650 

550 

50,000 

18,700 

19,550 

850 

60,000 

25,300 

26,450 

1,150 

70,000 

33,000 

34,500 

1,500 

80,000 

40,700 

42,550 

1,850 

90,000 

48,950 

51,175 

2 225 

1,00,000 

57,200 

59,800 

2,600 

1,50,000 

1,01,200 

1,05,800 

4,600 

2.00,000 

1,45,200 

1,51,800 

6,600 

2,50,000 

1,91,950 

2,00,675 

8,725 

3.00,000 

2,38,700 

2,49,550 

10,850 

5,00,000 

4,25,700 

4,45,050 

19,350 

10,00,000 

8,93,200 

9,33,800 

40.600 


12. The table in Annexure B shows, in the case of in- 
dividwls, Hindu undivided families, unregistered firms, 
associations of persons, etc., the income-tax payable at the 
rates qiecified in the Bill for computation of advance tax 
and dMuction of tax from the “salaries” during toe financial 
year 1971*72, on total incoms from Rs 6,000 to Rs 20,00,000. 

13. Cooperative societies, registered Jims and local 
authorities.—In me case of co-operative societies and local 
authorities, the rates of income-tax specified, reqjectively, in 
Paragnvhs B and D of Part III of me First Schedule to the 
BiU m the purpose of computation of advance tax payable 
by them during me financial year 1971-72 are the same as 
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the rates of income-tax specified^ fespectively. in Paragraphs 
B and D of Part I of the First Schedule for incomes assess¬ 
able for the assessment year 1971-72. However, the rate of 
surcharge in these cases is bein^increased, from 10% of the 
basic income-tax, to 15 %, as in the case of individuals, Hindu 
undivided families, etc. This increase will apply for the 
purpose of computation of advance tax payable by co-opera¬ 
tive societies and local authorities during the hnanciat year 
1971-72. Likewise, in the case of registered firms also, 
the rate of special surcharge is being increased, from 10, 
to 15% of the aggregate of the basic income-tax and ordi¬ 
nary surcharge, for the purpose of computation of the 
advance tax payable by them during the financial year 1971- 
72. The rates of basic income-tax and ordinary surcharge 
in the case of registered firms remain unchanged and are set 
forth in Paragraph C of Part lU of the First Schedule. 

14. Life Insurance Corporation of India and other com- 
The rates of income-tax in these cases specified. 

respectively, in Paragraphs E and F of Part 111 of the First 
Schedule to the Bill for the purpose of compulation of ad¬ 
vance (ax payable by them during the financial year 1971-72 
arc the same as the rates of income-tax specified, respective¬ 
ly, in Paragraphs E and F of Part I of the First Schedule 
for incomes as.scssable for the assessment year 1971-72. 

IV. Proposed amendments to the Income-tax Act 
Additional Revenue 

15. Long-term capital gains .—Under the existing provi¬ 
sions of the Income-tax Act, long-term capital gains, /.e., 
capital gains arising from the transfer of a capital asset 
which is held for more than 24 months from the dale of acqui¬ 
sition, are charged to tax on a concessional basi.s. In the 
case of tax-payers other than companies, the concession is 
allowed by deducting a specified proportion of the long¬ 
term capital gains in computing the taxable income of the 
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tax-^payer. In the case of companies, iDWer latest cftdx bavb 
been qiediied in respect of lonj^tenii capital jgains^ Wilh a 
view io increasing th incidence of tax on longterm capital 
gains, the following modifications are proposed to be ma^ la 
the relevant provisions of the Income^ax Act- 

(/) Tax-payers other than crnnpanles : 

(fit) Long-term capital gains rdating to buildings or 
lands or any rights therein^ttie deduction ftom 
the total income will be Rs 5,000+35% of the 
amount of such gains over Rs. 5,000 (as«against 
45% under the existing law). 

(b) Long-term capital gains relating to other capital 
assets—the deduction from total income will 
be Rs 5,000—50% of the amount by which the 
gains exceed Rs 5,000 (as against 65% under 
the existing law). 

(//) Companies : 

(a) Long-term capital gains relating to buildings or 
lands or any rights therein—these will be charge* 
able to tax at the rate of 45% as against 40% 
under the existing law. 

(b) Long-term capital gains relating to other assets 
—these will be chargeable to tax at the rate of 
35%, as against 30% under the existing law. 

16. The changes set forth in the pi^eceding paragraph will 
become effective from 1-4-1972 and will accordingly apply to 
the assessment year 1972-73, i.^., in relation to capital gains 
derived during the financial year 1972-73 or any other 
accounting year relevant to the assessment year 1972-73. 

17, Income from specified priority industries. —^Undcr the 
existing law, income derived by certain domesic companies 
from specified priority industries is charged to tax on a con¬ 
cessional basis. The priority industries specified for this 
purpose comprise—* 

(a) the business ofgeneration or distribution of electrici¬ 
ty or any other form of power; 

(b) the business of construction, manufacture or produc¬ 
tion of any one or more of the articles or things 
specified in the list in the Sixth Schedule to the 
Income-tax Act; and 

(c) the business of any hotel where such business is carri¬ 
ed on by an Indian company and the hotel is, for the 
time being, approved in this behalf by the central 
government.' 

The concessional taxation of profits from these industries 
is brought about by allowing a deduction of an amount 
equal to S% of such profits in computing the total income 
of the domestic company. The incidence of tax on profits 
from priority industries is proposed to be increa^d to some 
extent, and the list of priority industries is also Wng shorten¬ 
ed by the exclusion of some industries from it. Inc details 
of the proposed provisions are as under:— 

(/) Quantum of deduction from taxable income in respect 
of profits from priority industries: It is proposed to 
ri^uce the quantum of deduction admissible to a 
domestic company in respect of profits derived by it 
from a priority industry, from 8% to 5% of such 
profits. 

(//) List of articles and things relating to priority Indus'- 
tries : The following items arc propose to be omit¬ 
ted from the list of articles a.iid thiim relating to 

^ priority industries in the Sixth Schedule to the 
Income-tax Act 

(a) Aluminium (metal), which is presently included 
in item (2) of the list. 
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Yes, Pm choosy »bout my tos J liko It good end rich sod strong,* 
the way ftichbru is. Tops in tests, tops in flavour. Cup after 
cup after cup, you gat so many more from tviry^K 
''f Richbru.Ths tea that's setting a new 
frend in modem homes. 
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Only packaged teas 
stay fresh and flavourful 
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On 17th April 1899...the day we were born, we lit our Aliadin's 
lamp and changed the life of Calcutta...Gone were the 
old days of oil lamps and punkhawalla$.,.in came power and 
energy from India's first steam station...our own Power 
Station at Emambag lane...then from Cossipore Generating 
Station in 1912, Southern Generating Station in 1926, 
Muiajore Generating Station in 1939 and New Cossipore 
Generating Station in 1349 ...eW pulse beat of Calcutta is 
recorded at Victoria House...In 1899 we sold 2 million 


VCsg 



\ 


units...this year 2600 million units thro 740,000 meters...We 
read a meter every second of the working day and we 
send out a bill every 1*6 seconds of the working day...We sha*t 
be here through the Seventies to supply as much power as 
Calcuttans want in their homes...in their factories...at their 
officaa..,We are proud of our past contribution to the 
development of Calcutta's domestic and industrial complex.., 

We are confident of meeting the challenge of the Seventies... 
Greater Calcutta is assured of a "lighter" and brighter future 


(DJ 


THE CALCUTTA ELECTRIC SUPPLY CORPORATION LIMITED 

Victoria House, Calcutta-I. 
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ELIMINATE 
EXPORT RISKS 
AND INCREASE 
YOUR BUSINESS 
BY INSURING 
WITH ECGC 


Only ECGC offers you complete 
insurance cover against all commercial 
and political risks. 

ECGC provides various guarantees to 
banks to help you get liberal pre and 
post shipment credits. 


For further details contact: 

THE EXPORT CREDIT AND GUARANTEE CORPN. LTD. 

Registered Office: 10th Floor, Express Towers, BOMBAY-1. 


Branches: 


4, Rampart Row Choutiri House Tata Centre Indian Bank Building 

BOMBAY-1. 10-A, Curzon Road 43, Chowrlnghee 17, North Beach Road 

NEW DELHI-1. CALCUTTA-16. MADRAS-1 
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(b} Motor triioles and buses, ptesantly listed as 
item (10). 

(c) Cemeat and refractories, presently listed as 
item (m). 

id) Soda ash, j^feseptly listed as item (14). 

(e) Petro<^hemic8ls, presently listed as item (18). 

if) Automobile ancillaries, presently listed as item 

( 20 ). 

1^. 'She changes set forth in the j^receding paragraph 
' svill come into effect on 1*4-1972 and will accordingly apply 
for foe assessment yem 1972*73 in relation to current in¬ 
comes of the financial jrear 1971-72 or any other accounting 
year corresponding to it. 

Incentires for Savings 

19. Deduction in resjmt of lon|-term savings in speci¬ 
fied media:—Under the existing provisions of the Income-tax 
Act, tax relief is allowed in respect of long-term savings 
effected by certain categories of tax-payers out of their income. 
In the case of an individual, long-term savings through 
life insurance or deferred annuity policies on the life of the 
in^vidual, his spouse or child, certain provident funds and 
superannuation funds and 10-year and 15-year Cumula¬ 
tive Time Deposit Accounts, 9 ualify for tax relief. In the 
case of Hindu undivided families, long-term savings effected 
through insurance policies on the life of aiw member of the 
family qualify for tax relief. , In the case of an assessw be¬ 
ing an association of persons or a body of individuals 
consisting only of husband and wife governed by the sys¬ 
tem of community of property in force in the union terri¬ 
tories of Dadra and Nagar Haveli and Goa, Daman and Diu, 
long-term savings through policies of life insurance or for 


defomsd annditiei on the life of ainy member of such asso¬ 
ciation or body or on foe life of any child of either member, 
as also through dm Pubic Provident Fund and 10-year 
and I5*ye8r Cumulative Tune Dqxitit Accounts, qualify for 
tax relief. The tax relief, in all cases, is allowed by deducting 
60% of the first Rs 5,000 of the qualifying savings plus 
50% of foe balance of such savings, in computmg the taxable 
income of the assesses. With a view to providing a forfoer 
incentive for effecting long-term savings, particularly by tax- 
payeni in the lower and middle income brackets, the follow¬ 
ing changes are proposed to be made in the relevant provi¬ 
sion:— 

(i) The quantum of the deduction in respect of long-term 
savings in computing the taxable income is proposed to be 
varied so as to allow a deduction of whole of the first Rs 
1,000 of the qualifying savings plus 50% of the next Rs 
4,000 plus 40% of the remainder of such savings. 

(This will mean that in the case of a person who saves 
^ 1,000 or less, the whole of such savings will be 
allowed as a deduction from his taxable income, 
as against 60% of such savings under the existing 
law. In the case of a person who saves more than 
Rs 1,000 but less than Rs 5,000, the amount of the 
deduction will be higher under the proposed 
formula than at present. On a saving of Rs 5,000, 
the quantum of the deduction will be the same as 
at present, namely Rs 3,000. In respect of savings 
in excess of Rs 5,000, the quantum of deduction will 
be less than at present.) 

(ii) The monetary limit over the savings qualifying for 
the deduction is being increased from Rs 15,000 to Rs 
20,000 in the case of an individual and also in the case of a 
married couple governed by the system of community of 


Surprising I Is that 7 

But wa mtan no dramatlca while making this pleaaant aurpriaa 
known to you. Wa mean business. India has the vast 
rasourcae and high potential to catch the foreign markets 
through processed foods. 

The mere mentioning of foods 'Indian' spells sumptuous 
delight, 'romantic' taata and hot, delectable cuisino abroad. 
They are highly popular overseaa. In UJt., Sweden, Denmark 
France, West Sermany,Netherlands,Switeerland, Bahrain, 
Kuwait, Iraq, Hong Kong and Singapore, for instance. Already 
numerous exciting Indian delicacies are delighting many. 

The list Includes canned fruits and vegetables, pickles and 
chutneys, biacuits and confectionery, spicy papads, instant 
tea. Instant coffee and a host of other hems. During the current 
year,envlsaged exports would be of the order of Rs. I5.te crores 

IncMentatly, are you manufacturing any variety of processed 
foods f We are at your service. We'll provide all the 
information regarding exports and render overall help through 
pianniag and publicity abroad. 


THE FROCE88EO FOOQ8 EXPORT PROMOTION COUNCIL 119* JorbaoHp Now Oolh|m3 
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in force in the unidh territories of Dadra and 
aveli and Goa, Daman and Dia< 

(The monetary limit of Rs 30,000 presently applicable to 
the qualifying savings by a Hindu undivided family, remains 
unchanged.) 


20. The changes set forth in the preceding paragraph 
will take dfect from 1-4-1972 and will accordin^Y apply for 
the assessment year 1972-73 in relation to current incomes 
of the financial year 1971-72 or other accounting year cor¬ 
responding to it. 


21. Deduction in respect of income from specif ied fimn^ 
cial assets.—Vndfsr a provision introduced in the Income-tax 
Act through the Finance Act, 1970, income derived by a 
taxpayer from investments in specified categories of financial 
assets is exempt from tax up to an aggregate amount of 
Rs 3,000 which is deducted from the taxable income. The 
investments covered by this provision arc (i) government 
securities; (ii) notified debentures; (iii) deposits under noti¬ 
fied schemes oT the central government; (iv) .shares in Indian 
companies; (v) units in the Unit lYusi of India; (vi) deposits 
with banking companies, co-operative banks, land mortgage 
banks and land development banks; and (vii) deposits with 
approved financial corporations engaged in providing long¬ 
term finance for industrial development in India, it is 
now proposed to modify this provision in certain respects 
as explained hereunder : 


(i) The deduction under this provision is being limited 
to individuals and Hindu undivided families only 
and will, therefore, not be allowed henceforth in 
the case of other categories of taxpayers, such as 


MALCO MEANS 
MORE ALUMINIUM 

The Madras Aluminium Co. Ltd , which operates an 
integratedAluminJum plant at MetturDam, South India, 
is at present marketing ingots, slabs, wire bars, alloys, 
billets and Properzi redraw rods. 

‘MALCO' which made a beginning in the export of 
Aluminium ingots, is now embarking on an antbilious 
programme of expanding its primary metal capacity. 
Output will eventually be raised to 25,000 tonnes a year 
and facilities will be created to manufacture rolled pro¬ 
ducts and extrusions. 



MALCO 

THE MIDRAS ALUMINIUI GO., LTD. 

it«gisteKd Office : Race Cowse, Coimbatore-lS. 
Factory ; Mettor Dam (Salem Diet.) 
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oooipaBMS, partnership firms, associations of pi^ - 
sons, etc. 

<ii) Deposits with a co-operative society made by a . 
member of the society are being includ^ in tiw 
categories of financial assets specified in the _ pioyj- 
sion. Accordingly, interest on such deposits wll 
also qualify for the deduction under this {)rovisionr 
along with incomes derived from the financial assets 
already listed therein. 

22. The changes set forth in the preceding pasagraph arc 
being made effective from 1-4-1972 and will accordini^ 
apply to the assessment year 1972-73, in relation to current 
incomes of the financial year 1971-72 or other accounting 
year corresponding to it. 

Achieving Economic Objectives 

23. Exemption from tax in respect of income of local 
authorities derived from the supply of water and electricity 
outside their own jurisdictional areas. —Under an existing 
provision in the Income-tax Act, a local authority is exempt 
from tax on its income under the heads ‘‘Interest on securi¬ 
ties”, “Income from house property”, “Capital gains” or 
“Income from other sources'*, as also on its income from a 
trade or business carried on by it which accrues or arises 
from the supply of' a commodity or .service within its own 
jurisdictional area. Income derived by a local authority 
from the supply of a commodity or .service outside its own 
territorial limits, is, however, liable to tax. In order to 
encourage local authorities to supply drinking water and 
electricity to adjoining villages on an increasing scale, it 
is proposed to extend the scope of this exemption so as to 
cover income derived by a local authority from the supply 
of water or electricity outside its own jurisdictional area. 
Accordingly, income derived by a local authority from the 
supply of water or electricity outside its territorial limits will 
also be exempt from income-tax, 

24. This provision is being made effective from 1-4-1972 
and will accordingly apply in relation to assessments for the 
assessment year 1972-73 and subsequent years. 

25. Special deduction in the case of certain financial 
corporations providing loiig-tertn finance for agricultural deve- 
lopment in India.—Vndev the Income-tax Act, financial 
corporations engaged in providing long-term finance for 
industrial development in India are entitled to a deduction, 
in the computation of their taxable profits, of amounts 
transferred by them out of such profits to a special reserve 
account up to a specified percentage of their total income. 
Where the financial corporation has a paid-up share capital 
not exceeding Rs 3 crores* the special reserve may be up to 
25% of the current profits, while in the case of a financial 
corporation having a paid-up share capital exceeding Rs 
3 crores, the special reserve may be up to 10% of the current • 
profits. This deduction is available only where the financial 
corjxiration is approved by the central government for this 
purpose. The objective underlying this provision is to enable 
financial corporations to build up their internal resources 
at an accelerated pace and thus become independent of sub¬ 
ventions from government for financing their activities. 

26. Certain financial corporations have recently been 
set up for the purp<^sc of providing long-term finance for 
agricultural development in India. One such corporation is 
the Agricultural Refinance Corporation which has been 
established under an Act of Parliament with a view to 
providing refinance to co-operative and commercial banks / 
for financing compact area schemes. Similarly^ another cor^ / 
poration, called the Agricultural Finance Coloration, whU^ 

is registered as a company, has been established as a consor¬ 
tium of major commercial banks in the country. With a 
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PERKINS 6.354V 


it mare tiiaa an engine; it 
it an essential power 

Transport operators all over the 
country acknowledge the reliability of 
Perkins 6. 354 V in power performance. 
Slither they have proved it or bear 
testimony in the sharp contrast 
between frustration and satisfaction. 

With present day needs to provide a 
reliable road transport system to keep 
things moving... all the time, Perkins 
6. 354 V are being more and more 
sought after for their power reliability 
and easier, economical maintenance. 


Bead Oftee: 202, Meirnt Bead, Madras-2 Branches: 


INI, 


Bangalore, Secunderabad, 
Ootacatnund, Tiruchirapalli. 


GAFUDINAL 
POINTS 



KNPW-HOW 

MAHAGEfUAL 

CmCfCNCV 

MARHSTABiLtry 

OP PROOUCTB OAMWVICB 


IMTBC^RITV 


CREDIT WORTHINESS 


•• 

L 



Mted Bank of India 

Itond PfHeo : 4. Naiondn Clwndn Dana Sanni. 
(Fwaaorly CHve filMt tmai) 


1. 


OUR BRANCHES IN DELHI 

1) 12/4, Asnf AB Read; 2) 4Sd», Chandal Chowk; 

3} 90/B, Coanaaikt drew; 4) Hold Obcroi btCKonliaeBtal, 

WoHosloy Read. 
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vtow to eocoorwng thc$e fM rimilar other financial cor* 
portions to buiKi up their ihtomal resources at a fast rate. 
It if proposed to extend to sudi corporations the same tax 
coaoessiott as is presently available to financial corporations 
engaged in providing long4erin»finanoe for industrial deve^ 
lo^ent in India. Accordin^y, a financial corporation 
which is engaged in providing long-term finance for agri-* 
cultural development in India will be entitled to deduction, 
in the computation of its profits, of amount ^ carried to a 
special reserve account out of the current profits. The 
quantum of deduction will be the same as under the existing 
provision, namely, up to 25% of current profits in the case 
of a financial corporation havitiff paid-up capital not ex¬ 
ceeding Rs 3 crorcs and up to 10% of the current profits in 
any other case. The aggregate of the deductions on this 
account over a period of years will not, however, exceed the 
amount of the paid-up capital, as under the existing pro¬ 
vision. The concession in these cases wilt also be subject 
to the requirement of approval of the corporation by the 
central government as presently applicable in the case of 
financial corporations engaged in providing long-term 
finance for industrial development. 

27. The above provision will be made effective from 
1-4-1972 and will accordingly apply in relation to the assess¬ 
ments for the assessment year 1972-73 and subsequent 
years. 


II’ you bank v'vell 
wilti tlie Rank ol’ India, 
you can woll bank 

on llie Rank of India. 



sji«rK OF nsmTA 


7B. JVithdrawat of tax relkf on capital gains 
from the iramfer of shares in Indian compmies held by 
foreign nationals and fore^ enterprises in certain 
cases, —^Uuder an existing provision in the Ineom^tax Aot 
foreign companies or individuals of foreign citizenship, 
holding investments in shares in Indian companies 
entitled to relirf from the tax chargeable on capital gains 
arising to them on the sale of such shares if the sale 
proceeds are re-invested within a period of two years in 
certain approved investments. The investments approved 
for the purpose of this provision comprise goyemment 
securities (including certain small savings securities of the 
central government) and ordinary shares of certain cate¬ 
gories of public companies engaged in spmfic induspies. 
This provision was introduced in the law in 1965, with a 
view to conserving our foreign exchange resources by 
encouraging foreign enterprises and foreign nationals to retain 
in India the sale proceeds of their investments in shares in 
Indian companies instead of repatriating such sale proceeds 
outside India. 

29. In actual practice, the impact of this provision on 
our foreign exchange resources has been found to be minimal. 
There has also been a distinct improvement in our balance 
of payments position. In these circumstances, it is proposed 
to withdraw the above tax relief with effect from 1-4-1972. 
The tax relief under the existing provision will not, therefore, 
be available for the assessment year 1972-73 and subsequent 
years. Accordingly, from 1972-73, foreign enterprises and 
foreign nationals will be charged to tax on the (apital gains 
arising to them on the sale of shares held by them in Indian 
companies, regardless of whether the sale proceeds are 
invested in other assets in India or are repatriated outside 
India. 


30. Concessional taxation of royalties, conunissio/i, fees etc, 
received by an Indian company for provision of technical know^ 
how or technical services to an Indian concern. —Under an exist¬ 
ing provision in the Income-tax Act, an Indian company, 
deriving income by way of royalties, commission, fees etc. 
from an Indian concern in consideration for the provsion to 
the Indian concern of technical know-how or techniical ser¬ 
vices, is entitled to a deduction of 40% of the amount of such 
income in the computation of its taxable income. This 
tax concession is available only if the agreement under which 
the technical know-how or technical services are provided 
is approved by the central government on an application 
made in this behalf before the 1st October of the relevant 
assessment year. The objective of this provision is to en¬ 
courage Indian companies to carry out research and deve¬ 
lopment programmes and develop indigenous techni^l 
know-how. 


31. It is^'now proposed to extend this tax concession 
also to cover cases where technical know-how or technical 
services are provided by resident non-corporate taxpayers 
such as individuals, Hindu Undivided families, partnership 
firms, etc. In order to avoid any possible abuse of the con¬ 
cession, it i.s being provided that the concession would be 
available only if the accounts of the resident non-corporate 
taxpayer (not being a co-operative society) for the relevant 
accounting year have been audited by a chartered accountant 
or any other accountant authorisi^ in law to audit the 
accounts of companies and the taxpayer furnishes the 
report of such audit in a form to be prescribed in the Income- 
tax Rules along with his return of income. 


32, The existing requirement of the grant of approval 
by the ^ntr^ government to the agreement under which 
the t^hnical know-how or t6bhnical services are provided 
has, in actual practice, led to certain avoidable difficulti^ 




i‘6iUUIDn,ITWKSS0 <1Hnideifiil.istft 
EXCITDK TALKING long distance talk?” 
TODAunr 1000 
KILOMETRES 


Multi-channel carrier telephone technique 
makes this possible! By the electronic 
transmission of a number of conversations 
over a single pair of wires. Simultaneously. 

So, more people can trunk call. In less 
lime, Whars more, the quality of speech 
transmission has improved. 

Thanks to Single and Multi Link Operator 
dialling, long distance calls arc almost 
instantaneous, 't runk culls arc becoming 
faster, even though trunk traffic has 
multiplied manifold. 


ITI supply to the P&T 3-channcl, 
8"ChanneI and 12-channcl carrier 
equipment for open wire lines, co-axiat 
cable systems and microwave systems. 
To meet the ever-growing trunk traffic! 
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This giant ship was compieted 
in record time - thanks to the 
engineers, technicians-and lOl.. 



That's right, lOL. 
lOL electrodes and arc welding 
equipment were the natural 
choice loi tiv3 welding of this 
ship's hull. Natural because 
they have been the pioneers in 
India in these and many other 
allied fields. Manufacture of 
automatic arc welding consu¬ 
mables, for instance. Or install¬ 
ation of entire pipeline systems 
for supply of gases. Or^oxygen 
for high altitudes. Or, nitrogen 
ior malleablising and annealing 
furnaces. Or...but one has to 
Mop somewhere, 
foday, new frontiers are being 
jpened. lOL have already 
tunched on manufacture of air 
.^paration plant and associated 
ryogenic equipment. Plans are 
)eing drawn up for further 
:sversification into new areas 
nd for improving the existing 
:ange of products 
By constantly innovating, lOL 
have always kept abreast of the 
latest technology. And with 
.heir products and technical 
orvices, help the nation's 
lofence forces, steel mills, 
.vortilizer and chemical plants 
md the engineering industry. 
Their international associction 
has enabled lOI to bring the 
: itest advances and research 
ibroad to the service of Indian 
. idustry, 

:dian Industry 
eeds Indian Oxygen. 


I fit. .^i|i 
I r nf 


INDIAN 

OXYGEN 

LIMITED 
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to tiio tv^yer «it4 ddayi ia obi^n^'ilKlt oniii^evid. It 
is jpnoposod to vest tlte power of grontiaif MprowK 
fortbetotitpogeof thotaxcoooesiioii. intS^ OeatrslBMuyl of 
Diitot TWns who would, adwre aeoMsary, consult the ecui- 
oemed ftdaiiiijstnujvie or teidmical niinismes before talcing 
a fluid deeidon. . 

.33< Hw inow pto^ioBS will take effect from 1-4<1972 
and win accordini^ apply to assessments for the assessment 
year 19?2*7<3 and sub^uent years. As a transitional 
measHie, it is being ptovidM tha]: the approval of the hoard 
wiU not be necessary in the case of agreements which are 
approved for the purpose of the concession by the central 
government before 1-4-1972 and that the applications for 
such approval pending with the central government im¬ 
mediately before that date will stand transferred to the 
Board for disposal. 

34. Exemption fnm tax of royalties, commissiott, fees 
etc. received by ao Indiatt company for provisioo of technical 
knowhow or technical services to foreign enterprises. —^Under 
another provision in the Income-tax Act, an Indian company 
deriving income by way of royalties, commission, fees, etc. 
from a foreign company, in consideration for the provision 
to the foreign company of tedinicl know-how or technical 
services is exempted from taxation in India on the whole of 
such income, this tax concession is available only if the 
agreement under which the technical know-how or technical 
services are provided is approved by the central government 
before the ]st October of the relevant assessment year. 
The ob|iective of this provision is to encourage Indian com¬ 
panies to develop technical know-how and make it available 
to foreign companies so as to augment our foreign exchange 
earnings and establish a reputation for Indian technical 
know-now in foreign countries. 

35. The tax concision referred to in the preceding 


paitfraj^ is pteseiUly available oidy where the foreign 
oanoern to u4ieh the tedmical know-how or technical 
servicM axe provided » a ’’company” and is declared as 
sodiby an order of the Board under the relevant wovision 
of the Income-tax Act. It has been found that Indian con¬ 
cerns have been providing tedinical know-how not only to 
foreifn ewnpanies but also to foreign governments, puUic 
utitities, etc. Although in these cases, the supply of tectm^I 
know-how to the foreign enterprise results in the export 
Indian know-how and adds to the foreign exchange earnings, 
the Indian company which undertakes this work is not entitled 
to the tax concession. Further, the tax concession is not 
presently available where the technical know-how or services 
are provided by a non-corporate taxpayer. 

36. It is now proposed to extend this tax concess ion also 
to cover cases where technical know-how or technical servi¬ 
ces are provided by resident non-Qomrate taxpayers, such 
as individuals, Hindu undivided families, partnership firms, 
etc,, and to make this concession available in all cases where 
the technical know-how or technical services are provided 
to a foreign government or a foreign enterprise, regardless 
of whether the foreign enterprise is a corporate body or not. 
In order, however, to avoid any possible abuse of the 
concession, it is being provided that in the case of resident 
non-corporate taxpayers, other than co-operative societies, 
the concession would be aval table only i ft he accounts ofthe 
taxpayer for the relevant accounting year have been audited 
by a chartered accountant or any other accountant autho¬ 
rised in law to audit the accounts of companies and a 
report of such audit in a form to be prescribed for this pur¬ 
pose is furnished along with the return of income. 

37, In order to remove certain practical difficulties in 
the operation of the existing provision, the power to accord 
approval to the agreement under which the technical know- 
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how or technical services are provided is being vested in 
the Central Board of Direct Taxes imtcad of the central 
^government as at present. Furtlu^r, the present requirement 
that the approval to the agreement should be obtained be¬ 
fore the 1st October of the relevant assessment year is being 
replaced by the requirement that the application for the 
grant of such approval should be made to the Board before 
that dale. The date on which the approval is actually 
granted, will, therefore, no longer be material ifthe relevant 
application is made within the time allowed. 

38. The new provisions arc being made operative from 
1.4.1972 and will accordingly apply in relation to assess¬ 
ment year 1972-73 and suhsequent years. Asa transitional 
measure, it is being specifically provided that the approval 
of the Board wi 11 not be necessary i n a case where t he agree¬ 
ment under which the technical know-how or technical ser¬ 
vices are provided is approved for the purpose of the tax 
concession by the central government before 1.4.1972 and 
that the applications pending with the central government 
immediately before that date will stand transferred to the 
Board for disposal. 

39. Exemption from tax of Ji videods received by an Indian 
comp(iny on shares allotted to it in a foreign company for the 
provision of technical know-how or technical services to the 
foreign company. —Under.an existing provision in the In¬ 
come-tax Act, an Indian company deriving income by way 



Suffer from a super¬ 
quality complex 


Its a complex they are 'shaped' with, 
the reasons are plain enough. 

e They are made from the highest grade steel. 

• Have a bright r^ickel and chrome ptatad 
appearance. 

e Maintain their firm and precise hold even after 
the most rugged use. 

• They are precision forged according to 
German standards. 

• Giva a tong, dependable service. 



Manufacturers; 

HINDUSTAN DOWIDAT TOOLS LIMITED 

01, SUNOCR NAGAR. NEW DELHI 


of dividends on shares allotted to it i n a foreia 

consideration for the provision of technical ktioW^_ 

technical services to such foreign com^ny is exempted from 
tax in India on the whole of such dividend Income. This 
tax concession is available only ifthe agreonent under which 
the technical know-how or technical services are provided 
to the foreign company is approved by the central govern¬ 
ment before the 1st October ofthe relevant assessment year. 
The objective of this provision is to encourage Indian com¬ 
panies to develop technical know-how and make it available 
to foreign companies so as to augment our foreign s^xchange 
resources and establish a reputation for Indian technical 
know-how in foreign countries. 


40. Presently^ the tax concession is available only in a 
case where the technical know-how or technical services arc 
providedto a foreign company by an Indian company and 
the shares in the foreign company are allotted to it in con¬ 
sideration therefor. Where, however, the shares are allot¬ 
ted to any resident non-corporate tax-payer, the dividend 
income does not enjoy exemption from tax in his hands. 


41. As explained in Paragraph 36, the tax exemption 
available in respect of royalties, commission, fees, etc. re¬ 
ceived by an Indian company in consideration for the pro¬ 
vision oftechnical know-how or technical services to foreign 
companies is being extended to resident non-corporate tax 
payers as well. Likewise, it is now proposed to completely 
exempt also the dividend income received on shares allotted 
to a resident non-corporate taxpayer in a fordlgn company 
in consideration for the provision of technical know-how or 
technical services to such foreign company. Further, the 
power to accord approval to agreements under which the 
technical know-how or technical services are provided is 
being vested in the Central Board of Direct Taxes, instead 
ofthe central government at present. The present require¬ 
ment that the approve lofthe agreement should be obtained 
before 1st October of therelevant assessment year is also be¬ 
ing replaced by the requirement that the application for the 
grant of such approval be made before that date. The date 
on which the approval is actually granted will, therefore, no 
longer, be material in cases where the applications for such 
approval are made within the time allowed for the purpose. 

42. The new provisions are being made operative from 
1.4.1972 and will, accordingly, apply in relation to assess¬ 
ments for the assessment year 1972-73 and subsequent years. 
As a transitional measure, it is being specifically provided 
that the approval of the Board will not be necessary in a case 
where the agreement under which the technical know-how 
or technical services are provided is approved for the purpose 
by the central government before 1.4. 1972 and that the ap¬ 
plications pending with the central government on that 
date will stand transferred to the Board for disposal 


Granting Tax Reliefs 

43. Provision in Section II of the Income-tax Act relating 
to exemption frem tax of the inctme of charitable and reli¬ 
gious trusts ,—Under the existing provisions bf the Income- 
tax Act, income derived from property held under trust for 
charitable or religious purposes is exempt from income-tax 
to the extent suchincome is actually applied to such purposes 
during the previous year itself or within three months next 
following. As **income** i ncludes ^‘capitalgains’% a charitable 
or religious trust would forfeit exemption from income tax in 
respect of its incomes by way of capital gains unless such in¬ 
come is also applied to the purposes ofthe trust during the 
period referred to above. In some cases, charitable or reli¬ 
gious trusts are required tc sell, in the interest of the trust, 
capital assets forming part of the corpus of their property 
solely mib a view to acquiring othercapitalasscts tobe held 
as part of the corpus ofthetrust. The requirement that the 




esci^lgiice 

ti^yess 

Oar philosophy is not neir. 

It is perhaps as old as 
time itself. It’s a dedication 
to perfection. To doing 
the best that can be done# 
And then striving 
to make It tinetter still. 
It’s an endeavour that 
embraces every field of 
our activity. Whether it’s 
textiles, jute, plywocd, 
dyes, chemicals 
or petrochemicals# 
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DISTINCT • DVIUMIG 
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In five short years, the Corporation s develop¬ 
ment has been distinct, dynamic and diversified. 
Its ‘forward thrust' has all the nerve and vitality 
of private enterprise, as well as the built-in 
benefits enjoyed by public sector companies. 

TANSI OWES ITS GROWTH TO Factors Like 
resources of the State, competent management, 
a dedicated spirit of service, optimum perfor¬ 
mance at all levels and stable pricing policies. 

WE SERVE THE NATION IN MANY 
FIELDS. 

IN INDUSTRY 

'* Dies. Jigs end Fixtures * Pressure Die 
Ceiling * Steel and Brest Forgings * 
Winding Wires * Structural Fabrications 
e C.I.Pipes and Specials * Machine Tools 

* Scientific Glees ware a Quartz Powder 
etc. * Finished Leather. 

SN AGRICULTURE 

* Implements a Dusters and Sprayers a 
Tillers * Trailers « Pump Sets a Sugar 
Cane Certs * Sugar Cane Crushers a 
Filter Points a Storage Bins a Poultry 
Equipments etc. 

IN UTILITY PRODUCTS 
a Steel Er Wooden Furniture a Hospital 
Equipments a Steel Windows end Doors 
a Brest Oxidised Fittings a Sanitery 
Ware * Stoneware Pipes a Door Locks 
a Crockery a Footwear and Leather goods 
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TAMIL NAOU SMALL INDUSTRIES 
CORPORATION LTD., 

3r^/2 Wotnis Hoad (Vladtas ? 

(An undpilakimj of the fiovt of T<f(nil fJadu) 


SALES CENTRES; 

113, N.S.C. Bdm Sold, MtDdrm-l 

Lal(shmi-312, Crosscut Road, 
Gaadhipursm, Coimbatore-12. 






















































































































































































llrmi SFBCIAI»|ltmQEri4UK<B£R • 1077 

W ' ' ' 


capital gains arising from such transactions should be uti*^ 
Ijjsed for cbartitable or religious purposes during the ac* 
counting year itself or* within three months immeUiaiely 
Allowing, has the unintended etrcct of progressively rc* 
duping the corpus of the trust and the income yielded 
by it, 

44. This difBculty has been accentuated as a result of 
certain amendments made in the scheme of tax exemption 
of charitable and rdigious trusts through the Finance Act, 
19^. Under one of these amendments, a charjtabJe or 
religious trust would forfeit exemption from tax on its in¬ 
come ifthe trust funds, constituting its corpus or income, are 
invested in a concern in which the author or founder of the 
trust or any substantial contributor to it or any relative of 
such author, founder i r contributor is substuntiaHy interes¬ 
ted. Where the investment of the trust funds in such con¬ 
cern exceeds 5% of the capital of the concern^ exemption is 
fofefHledin respect of the whole of the income of the trust, 
while in a case where the investment docs not exceed 5%, 
the exemption is lost only in respect ofthc income fromsuch 
investment, the other incomccontinuing to enjoy tax exemp¬ 
tion. In order to enable charitable and religious trusts to 
change their investments suitably, without forfeiting exem 
lion from tax, a specific provision was also made in the In¬ 
come-tax Act to the effect that the aforesaid provisions 
would not apply in a case where the investment of the trust 
funds in the prohibited concerns does not continue after 
31,12.1970.* In order to avail of the benefit of this relaxa¬ 
tion, many charitable or religious trusts divested themselves 
of investments in prohibited concerns before 1.1.1971. If 
the provisions of the law are construed strictly, such trusts 
would forfeit exemption from tax in respect of their income 
by way of capital gains arising from the transfer of such 
investments unless they apply such income to charitable or 


religious purposes during the relevant accounting year or 
within three months immediately following. 

45. The question of eliminating the disadvantage to 
charitable or religious trusts in being obliged to spend away 
the capital gains arising from t,hc transfer of assets consti¬ 
tuting the corpus ofthc trust instead of adding to the corpus, 
was considered by government in 1963 and administrative 
instructions were issued to the elfcet t hal where a chartitable 
or religious trust transferred a capital asset forming part of 
the corpus of its properly solely with a view to acquiring 
another capital asset for the use and benefit ofihe trust and 
utilised the capital gains arising from the transaction in 
acquiring a new capital asset. the amount of capital gains so 
utilised should be regarded as having been applied to the 
charitable or religious purposes ofthc liust. 1‘hcsc instruc¬ 
tions have recent !> been reiterated. 

46. It is now proposed to jnaVe a suitable amendment 
to the relevant provision in the Income-tax Act to place the 
aforesaid udiuinistrative instructions on a legal footing and 
remove the disadvantage to charitable and religious trusts 
for the past as also the future. It is, according!), being pro¬ 
vided that in a ease where a capital asset Iving property held 
under trust for charitable or religious purposes is transferred 
and the whole or any pari ofthc net consideration for the 
transfer (i.c. full value ofthc consiileralion as reduced by the 
expenditure incurred wholly and exclusively in connection 
with the transfer) is utilised for acquiring another capital 
asset to be held as part of the corpus of thetrusl, the capital 
gain arising froju t he trans for will be regarded as having been 
applied to charitable or religious purposes. Where the 
whole of such net consideration is utilised in acquiring the 
new capital asset, the entire amount ofihe capital gain will 
be regarded as liav ing l>ecn applied to charitable or religioius 
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purpo$ef»» while in a case where ouly a part of the net con¬ 
sideration is utilised fi»r acquiring the new capital asset, an 
amount, if any, by which the cost of acquisition of the new 
asset exceeds the aggregate ofthc cost of acquisition of the 
capital asset transferred and the cost of any impiovcmcnls 
made to such asset, will be regarded as having been applied 
to s^uch purposes. 

47. In a case where the asset which is I jaiisicncd formed 
part of property held tinder trust in part only for charitable 
or religious purposes, a proportionate amount <d’ihe capital 
gain will be regarded as having been applied to chant able or 
religious purposes. Thus, where the whole nt tlie not con- 
sidcTiition received as a result ofthc iraiisrcr is uljliscd m 
acquiring the new capita I asset, i he whole ofthc ‘appropriate 
fraction” ofihe capital gain will be regarded as haying been 
applied to charitable or religious purposes, while in a case 
where only a pari ofthc net consideration is utilised Tor ac¬ 
quiring the new capital asset, so much ol (he '‘appropriate 
fraction” ol thccapital gain as is equal to the amount jf any. 
by which the ‘‘appropriate Ihictioir’<»f the aiuouui utilised 
for acquiring the new asset exceeds the “appropriate frac¬ 
tion” of (he cost ofthc transicrrecl asset will be regarded 
as having been applied to such purposes. 1 he “appro¬ 
priate fraction” in this conte.xt means the I’ractjon ob¬ 
tained by dividing the amount ofihe jnetune which, under 
the terms of the (rust, is-applicable to charitable or reli¬ 
gious purposes, by the whole of the income derived from 


For PharmoctiHicil, mouldmo powdocn and R«nn* 
I oftorod in Road TanKorc for bulk despatches 


Thermoaalttng Rat<n (Ura« «nd lormaldehyda blue! 
lor Plywood, Chipboard and Toa<Cheat indu»tr>«& 
Packed in Polyethylene lined jute bape- 


rherntoaeltino MouldiaO Powdarj Ure<4 ^rd Meja- 
mine with Formaldalwde and CeMuloet flUars) for 
Piaatic moulding industrias. Packed m Peiyathylane 
|uto bagt. Cuport to Bulgaria, U.AR. Ceylon. 
Burma ond Hong Kong. 



SEND YOUR ENQUIRIES 

NUCHEM PLASTICS LIMITED 

$4-INOUSTRIAL AREA, FARIOABAO. N.l.T. 


property held under trust in part only for such 

48. These amendments arc propored to beutadeoperatiW 
retrospect ively from 1.4.1962, i .c. the dutc of commeiicemoiit 
ofthc fncoinc-lax Act, 1961 and will, therefore, place (he 
concession already allowed under executive orders on a legal 
footing right from the date from which the requtrcipeyit of 
application, by charitable or religious trusts, of at least 75% 
of their income to charitable or relgious purposes during tire 
year ofaccrualofsuch income was introduced in (he yrcomc- 
tax law. f 

49. Provision in Section 13 of the tncome*fns Act fektUn!; 
fo forfeiture of I’Xtmptwn from ina nie^tax of chariuible or 
religious iruafs incertaift vmex* The Finance Act, 1970 mack 
certain amendments in the scJicmc of tax exemption ofehari- 
table and religious trusts, inter alia, to curb (he use ofthc 
funds of such trusts to aquirc control over industry and busi¬ 
ness. Under the provision in Section 13 (2)(h), a charitable 
or religious trust will forfeit exemption from tax il 
any funds of the trust are, or continue to remain, invested 
lor any period during the previous year in any concern 
in*which the author or founder of the trust or any 
substantial contributor to it or any relative of such 
author, founder or contributor has a sul>stanlial interest. 
Since the expression “funds of the trust” is wide 
enough to include not only the uninvested cash but 
also shares, stocks, securities cic, forming part of its 
corpus, and, in fact, property of every kind belonging 
to the trust, il follows that a trust will forfeit exemption from 
lax if it continues to hold any shares in a company in wliich 
its author or other connected persons are substantiaHy inter* 
ested, regardless of whether the shares formed part of the 
original corpus of thet rust or were subsequently acquired 
by it. Under another provision in section 13 (4) of the In¬ 
come-tax Act, it has been provided that in a case where the 
investment of the funds of the trust in a concern in which 
the author of the trust or other connected persons had a 
substantial interest docs not exceed 5% of the capital of the 
concern, the exemption from tax would be denied only in 
relation to the income arising from such investment and the 
remaining income will continue to enjoy exemption from 
lax. 


50. 7 he relevant provision in section 13(4), however, 
refers to “the jnoncys ofthc trust” and not to “the funds of 
the trust” and this verbal variation in the phraseology used 
in Section 13 (2) (h) and Section 13 (4) is likely to create un¬ 
intended hardship in certain cases. This is because in a 
case where the shares in the prohibited concern form part 
of the corpus of the trust or have been donated to it in specie, 
it could be urged that since the shares w'crc not paid 
for by the trust in cash, no “moneys of the trust” had been 
invested in the prohibited concern and as such the saving 
provision in section J 3 (4) would not apply and that the trust 
would lose exemption from tax in respect of its entire income 
and not merely in respect of income from such investment 
alone, even if the trust investment in the prohibilcdconccrn 
docs not exceed 5% of the capital of the concern. Such 
an interpretation will not be in keeping with the intention 
underlying the provision. 

51. It is accordingly proposedto make a drafting amend¬ 
ment to the provision in section 13 (4) of the Income-tax Act 
in order to clarify that in a case where the investment made 
by a charitable or religious trust in a concern in Which ihc 
author of the trust or his relatives etc, have a substantial 
interest^does not exceed 5% of the capital of the concern 
(whether the investment is made by the trustees themselves 
or it forms apart of the original corpus settled on trustor re-* 
presents a donation made to it in specie) the trust will forfeit 
the exemption from tax only in relation to the income ari^ 
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«ing Itom tocli iovestmenit and its remaining income will 
continue to enjoy exemption ftom tax. 

52. The above-mentiooed pfovision ts being made eflec- 
tive retrospectively from 1.4.1971 i.e. the date from which 
section 13 of the fncoine»tax Act was substituted by a new 
Section, and will accor^ngb^ apply in relation to assessments 
for the assessment year 1971-72 and subsequent years. 

53. .Deduction for c^nscs incurred by salaried taxpayers 
on travelling for purposes of employfment in computing their 
taxable salary /ncome,—At present, a salaried taxpayer 
owning a motor car, or a motor-cycle, scooter or other 
moped and using it for the purposes of his employment is 
entitled to a standard deduction from his salary income to 
cover the expenditure incurred by him on the maintenance 
of the conveyance and its wear and tear attributable to its 
use for the purposes of employment. The standard deduction 
for a motor-car is Rs 200 per month and for a motor-cyclc, 
scooter or other moped, it is Rs 60 per month. In the case 
of salaried taxpayers who do not own a conveyance of the 
type feferred to above e.g. employees owning cycles or using 
the public transport system for travelling for the purposes 
of employment, the standard deduction is allowed in an 
amount of Rs 35 per month. 

54. It is now proposed to increase the standard deduction 
for employees owning a motor-cycle, scooter or other moped 
from Rs 60 per month to Rs 75 per month and in the case 
of employees not maintaining a motor-car or a motor¬ 
cycle, scooter or other moped, from Rs 35 to Rs 50 per 
month. The standard deduction in the case of employees 
owning a motor car will continue to remain at the present 
level of Rs 200 per month. 

55. This provision is being mide operative from 1.4.1972 
and will accordingly apply for assessments for assessment 
year 1972-73 and subsequent years. 

56. Exemption frem tax of the business inceme of labour 
co-operative societies and fisheries co-operative societies. 
Under the Income-tax Act, co-operative societies enjoy 
certain tax concessions in respect of their income. Co-ope¬ 
rative societies connected with agriculture, banking, rural 
credit, milk production andcottageindustries enjoy complete 
exemption from tax in respect of their business income from 
these activities, while co-operative societies engaged in other 
activities arc liable to tax on their business income in excess 
of Rs 20,000. Further, the income of all co-operative socie¬ 
ties by way of interest or dividends received from invest¬ 
ments with other co-operative societies is wholly exempt 
from income-tax, and where the gross income of the co¬ 
operative society docs not exceed Rs 20,000. income by way 
of interest on securities or income from house property also 
enjoys complete exemption from income-tax in the genera¬ 
lity of cases. 

57. With a view to promoting self-help among persons 
of small means who form co-operative societies for the collec¬ 
tive disposal of their labour, it is now proposed to excn\pt 
the business income of labour co-operative societies from 
income-tax. It is also proposed to exempt the business 
income of co-operative societies engaged ih fishing and other 
allied pwsuits e.g. catching, curing, processing, preserving, 
storing and marketing of mh, or the purchase of materials 
and equipment in connection therewith for the purpose of 
supplying them to their members. In order, however, to 
prevent any posaiWe misuse of the tax concession by those 
fdr whom it is not intended, it is being provided that the pro¬ 
posed tax concession will be available only in the case of 
siuoh of these cc^peratiYe societies as, und^ their rules and 
bye-laws, restrict tmvwfig rights io members who ednstittrte 


the labour force or actually carry on the fishing or other allied 
activities, the state government and the cooperative credit 
societies that provide financial assistance to them. 

is. These provisions will take effect from 1.4.1972 and 
will accordingly apply in relation to assessments for the 
assessment year 1972-73 and subsequent years. • 

59. Exemption of interest on deposits made by members 
with co-operati\e societies, from deduction of income-tax at 
source.-—Under an existing provision in the Income-tax 
Act, taxpayers other than individuals and Hindu undivided 
families are required to deduct income-tax at source from 
interest (other than“interest on securities’') credited or paid 
by them to persons resident in India where any single pay¬ 
ment exceeds Rs 400. This provision does not, however, 
apply in the case of interest paid by banking companies and 
co-operative banks (including co-operative land mortgage 
banks and co-operative land development banks) or interest 
paid by co-operative societies toother co-operative societies 
as also to interest on deposits made under certain schemes 
approved by the central government. As mentioned in 
Paragraph 21, relating to Clause 17 of the Bill, deposits with 
a co-operative society made by a member of the society arc 
being included in the categories of financial assets income 
from which enjoys exemption from income- tax up to 
Rs 3,000, In the context bf this change, the rele¬ 
vant provision in the Income-tax Act is being amend¬ 
ed so as to provide that income-tax will not be 
deductible at source from interest paid on deposits with 
a co-operative society made by a member of the society. 
This amendment is being made effective from 1.4.1971. 

60. Exemption frem tax of certain inames of the residents 
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0 /aa prbvitsionvra the btcome* 

tax Aibt,ia£oiiieaicM»ain|i#|;ni^gto a»yf^ «f|>a4ihUch 
disttict from aoy «onrce'if'tl^at district om^ lndiia. v 
was ooroptetely exempt fq^m lacome'^tax upto and incfu- 
ding the assessment year )969'7(t. The exemption was 
avaibible only in the case # persona, otb^r^han govern" 
mmit servants, who ^KPre r#ident. in Ladakh district in the 
pcewous year relevant to the assessment year ]9d2>63. This 
concession was allowed in view of the position that the resi¬ 
dents of Ladakh had sulfeKd hardship and their trade had 
hMO adversely affected as a result of the Chinese aggression 
and it was necessary to allow them time to rehabilitate them¬ 
selves. The strategic in^>ortance of the arra was also kept 
in view in this connection. Since these considerations Conti¬ 
nue to be valid even now, it is proposed to revive the exemp¬ 
tion from tax which was available in such cases up to and 
including the assessment year 1969-70, fora further period 
offive years, i.e. for the assessment years 1970-71 to 1974-75. 

61. The existing provision in the Income-tax Act was 
not applicable to government servants. Under another pro¬ 
vision m.the Income-tax Act, members of . Scheduled Tribes 
residing in specified areas in the north-eastern part # India 
are exempt from tax in respect pf income arising to them in 
such areas and also in respect of income by way of dividends 
or interest on securities, whether arising within or outside 
such areas. Originally, this provision was not applicable 
in the case of government servants. The exclusion of go¬ 
vernment servants from the purview of the exemption was, 
however, held by the Suprem.e Court to be unconstitutional 
and, accordingly, the provision has since been modified 
through the Taxation Laws (Amendment) Act, 1970, so as 
to extend the tax concession to government servants as well. 
For similar reasons, it is now proposed to extend the tax 
concession available in the case of the generality of tax¬ 
payers in Ladakh district, to government servants who were 
resident there during 1961-62. This is being made available 
with retrospective effect from the assessment year 1962-63. 

RestrictioiH on BasfaKM Expenses 

62. With a view to imposing restraints on business ex¬ 
penses $0 as to reduce income disparities, a provision is 
being made in the Income-tax Act placing certain ceiling 
limits on the deductible amount of expenditure that may be 
incurred by a taxpayer on payment of salary to any employee 
or a former employee or in providing any perquisites etc. 
to any such employee. Under the new provision, expendi¬ 
ture incurred by a taxpayer on payment of salary to an em¬ 
ployee will not be allowed as a deduction in computing the 
taxable profits to the extent it exceeds an amount calculated 
at the rate of Rs 5,000 for each month or part thereof comp¬ 
rised in the period of employment of the employee in India 
during the relevant year. Similarly, expenditure incurred 
by the assessee on payment of salary to a former employee, 
i.e., an individual who ceam or ceased to be the employee 
of the assessee during the previous year or any earlier previous 
year, will not be allowed as deduction in computing the tax¬ 
able profits to the extent it , exceeds Rs 60,000 for the year. 
For this pu^se, ‘salary’ is being.jikfined broadly on the lines 
of the provision in section 17 of the income-tax Act, subject 
to certain modifications. The expression “salary” will 
include wages; any annuity or pension; any gratuity: any 
fees, or commission; profits in lieu of or in addition to any 
salary or wages; any advonce of salary; and the annual acme- 
tion to the tmlance at Qie credit of an oiqybyM paitu^ting 
in a recognised provident fund to the extent it is charfeable 
to tax. In this conUnct, the exptestion “Frofitit in Iteii of 
salary" wiy have the same meaning as in Section 17 (3) of 
the Income-tax Act, ami will, titerefoie, include any compen¬ 
sation paid by the taxpayer to an employee or a former em¬ 
ployee in connection with the termination of his employ¬ 
ment or modification of the terns apd conditions relating 
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theseto. ;]rhe terns "^salary” mil, however, not include per- 
;jqpdsit#;hisd.:^swilhs transferred from the account of the 
iCm]^^^ b M npiecDgnised provident fund to a recognised 

63. Under an existing provision in the Income-tax Act, 
^y expenditure which results directly or indirectly in the 
provision of any benefit or amenity or perquisite to an em¬ 
ployee or any expenditure or allowance in respect of any 
assets of the taxpayer used by such employee either i^olly 
or partly for his own purposes or benefit, is not ailow^ as 
deduction in computing the taxable profits of the business or 
profession to the extent the aggregate of such expenditure 
or allowance exceeds one-fifth of the salary payable to the 
employee or an amount calculated at the rate of Rs LftM 
for each month or part thereof comprised in the period of 
his employment during the relevant account year, whichever 
is less. This provision is being modified in certain respects. 
Under the provision as propom to be modified, the aggre¬ 
gate of expenditure incurred by a taxpayer in providing any 
perquisites, whether convertibm into money or not, to an em¬ 
ployee and the amount of expenditure or allowance (such as 
depreciation allowance) in respect of assets of the tax-payer 
usM by the employee for his own pnrp^s or benefit, will 
not be allowed as oeduction, in conqiuting the profits of a 
business or profession, to the extent it exceeds 20% of the 
amount of salary payable or an amount calculatra at the 
rate of Rs 1 ,(X)0 for each month or part thereof comprised 
in the period of employment of the employee in India dur¬ 
ing the relevant account year, whichever is less. For this 
purpose, the expression “perquisite” is being defined to 
mean: (i) the value of rent-free accommodation provided to 
the employee by the taxpayer; (ii) the value of any concession 
in the matter of rent respecting any accommodation provided 
to the employee by the taxpayer; (iii) the value of any bene- 
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fit or ftaiMity grantpd or provided free of cost or at eotw 
cMtiional rate to the employee by the taxpayer; (iv) any 
aumpaid by the employer in respect of any btrfigation adiich 
but for pasmient by the taxpayer would have been payable 
by the employee e.g.t proviaion of educational facilities for 
^ empkwee’s children, reimbursement of employee's club 
bills, hotel bills etc. by the taxpayer; (v) any sum paid by 
tiie taxpayer, whether directly or through a mnd other than 
a recognised provident fund or an approved superannuation 
fltad, to effect an assurance on the life of the employee or to 
effect a contract for an annuity. 

64. It is being specifically provided that the following 
items will not be taken into account in computing the ex¬ 
penditure or allowance that will not be deductible under the 
new provisions set forth in Paragraphs 62 and 63: 

(i) the value of any travel concession or assistance 
granted by the taxpayer to an employee who is a 
citizen of India (and his spouse and children) in 
connection with his proceeding to any place 
in India, whether on leave or after retirement 
from service, to the extent the amount thereof 
does not exceed the value of the travel concession 
or assistance which would have been received by 
the employee if he had proceeded to his home dist¬ 
rict in India; 

(The value of such travel concession or assis¬ 
tance is already exempt from tax under an 
• existing provision in the Income-tax Act) 

(ii) passag e moneys or the value of any free or con¬ 
cessional passage granted by the taxpayer to an 
employee who is not a citizen of India (and his 
spouse and children) in connection with his pro- 


eeeding to his home country out of India, whether 
on.leave or on retirement ftotti service; 

(Such passage moneys and the value of audi 
free or concessional passage is already exempt 
from tax under another provision in the In¬ 
come-tax Act.) 

(iii) the mtiployer's contributions to the emplpyea's 
account in any recognised provident fund Or an 
approved superannuation fund or for the emp- 

• loyee’s benefit to an approved gratuity fund; 

(iv) where the taxpayer is a company, expenditure in¬ 
curred by it for the purpose of promoting family 
planning amongst its employees. 

65. The ceiling limit over the deductible amount of ex¬ 
penditure in respect of salary and perquisites etc., now 
proposed, will, however, not be applicable in the following 
cases: 

(i) payments to an employee in respect of any period 
of his employment outside India; 

(ii) payments to a foreign technician who is entitled 
to exemption from tax on his remuneration under 
Section 10 (6)(vii) or Section 10(6Xviia) of the 
Income-tax Act; and 

(iii) payments to any employee whose income cbarge- 
abie under the head “salaries” does not excero Rs 
7,500 per annum. 

66. In order to prevent any circumventing of the new 
restrictidns set forth in the preceding paragraphs by con- 


Telegram: BHARCOMIND Phone Nos. 626202 & 625880 

BHmT COMMERCE IRC lODDSTOe LIMITED 

H.O.: 10, Ring Road, Ujpat Nagar IV, New Delhi-24 

Manufactuws of 

Staple Fibre Cotton & Synthetic yarns 
in various blends 

(Regd. Office: 'Industry Housed 10, Camac Street, Calcutta-17) 




im 


eastern EC50NQM1ST 




Export is a 
game of skill 



In 1970, we found customers in 63 
countries and increased our export earnings 
by more than 9% over our record perfor¬ 
mance in 1969. With a vigorous export 
promotion drive, we expanded existing 
markets and developed new ones for our 
wide range of tyres and industrial products. 

We are the only manufacturers in 
India to develop a range of cycle tyres for 
the sophisticated American and West 
European markets. 

We also introduced successfully in 
the export markets a new design of OTR 
tyres for earthmoving machines and two 
types of cycle rims. 


In 1970 Dunlop India 
achieved an 
export record of 
over Rs. 3 crores 
—the highest for 
any tyre company 
in India 




-aeap/ng pee# with Mim's export Ori¥m 


ismiz 





Juib ]1, I97} 


SPECIAL BUDOET NUMBER 


1087 


verting Vontracti of service’ into ^contracts for services’, 
it is mng provided that expenditOte incurred by a taxpayer in 
payment of Tees for.scjfvices rendered by a person who at any 
time during the 24 months immediately ii^eceding the rele¬ 
vant accounting year was his employee, will not be allowed 
as a deduction in computing the taxable profits of the tax¬ 
payer to the extent it exceeds Rs 60,000 in a year. In a 
case where the assessee also incurs in relation to such per¬ 
son, any expenditure on payment of salary (i.c. pension etc.)» 
the deduction in respect of the expenditure on payment of 
fees and that on payment of salary will be limited to Rs 
60,000 in the aggregate. 

67. Under another provision in the Income-tax Act, 
expenditure incurred by a company on the provision of any 
remuneration or benefit or amenity to a director or a person 
who has a substantial interest in the company or to a relative 
of the director or of such person, and the expenditure or 
allowance in respect of any assets of the company which are 
used by such persons for their own purposes or benefit, is 
not allowable as a deduction to the extent such expenditure 
or allowance is, in the opinion of the Income-tax Officer, ex¬ 
cessive or unreasonable. This provision is being amendi^ 
in order to secure that such expenditure or allowance will 
be further subjected to an over-all ceiling limit of Rs 72,000 
in a year, in respect of any one director or a person who has 
a substantial interest in the company or a relative of the di¬ 
rector or such person. 

• 

68. A consequential amendment is also being made in 
the relevant provision of the Income-tax Act relating to 
amounts which are not deductible in computing the income 
of the taxpayer under the head “income from other sources . 

69. The provisions set forth in Paragraphs 62 to 68 arc 
being made effective from 1 . 4 . 1972 . and wi|l accordingly 
apply to the assessment year 1972-73 in relation to current 
inMmesofthe financial year I971-72or other accounting year 
corresponding to it. 


RstioB»lisatioii Measares 

70. Definition of "cionpany".—Por purposes of the In¬ 
come-tax Act, the term “company” is defined to mean: (i) 
any Indian company, or (ii) any association, whether inror- 
porated or not and whether Indian or non-Indian, wmch is 
declared by a general or special order of the Central Board 
of Direct Taxeif to be a company for purposes ol the An. This 
power to declare any association to be a ‘‘company for tax 
purposes has bwn made use of for several years past with a 
view to conferring the status of a “company on foreign 
companies as also on entities which are not otherwise within 
the scope of that concept. Such declaration is given by the 
Board, ordinarily, in the case of any entity which possesses 
the ordinary characteristics of a company limited by shams 
which is a legal person according to the laws of the country 
in which it is incorporated. Besides declaring companies 
registered in foreign countries to be“companies f®*" PV’?®! 
sesoftaxation in India, statutory corporations established 
by a central, provincial or state enactment, such as rood 
transport corporations, air transport corporations etc., 
have been declared to be companies. Foreiw corporations 
in which the capital is held wholly or partly by « 
government have also been declared as companies tor 
the purposes of income-tax, where such corporations are 
legal entities separate from the government and “F®™ 
of holding property indepen^ntly and 
su^ accoriung to the laws of that country. The provisiim 
has also been used on a few occasions to confer the 
comimnyon bodies such as chambers of ^^**'^**^®’ 
etc«.even though these bodies do not 
characteristics of a company limited by shares, i ne ccciara- 


tion under this provision has been given in some cases with 
rcstrospective effect to cover past years as well. Such 
retrospective declaration was given for special reasons such 
as that the application for the declaration was delayed for 
some reason or the other; or that the entity had already paid 
on its income for any past year on years at the progressive 
rates of tax applicable to non-corporate taxpayers when the 
taxable income for those years was comparatively low but 
sought a declaration as a “company”, when the taxable in¬ 
come rose to higher ranges, so as to take advantage of the 
flat rate applicable to companies as this would be more fa¬ 
vourable to it. In the latter type of cases, the declaration 
was made operative retrospectively to cover years in which 
the income had been taxed at lower rates on the considera¬ 
tion that if the taxpayer wanted the benefit of the flat rate 
applicable to companies for the later years, it should agree 
to pay tax at the same rales for earlier years as well. 


71. The requirement that a foreign company could be 
treated as a company for purposes of the Income-tax Act 
only if it has been declared as a company by the Board gene¬ 
rates unnecessary work. Further, giving retrospective effect 
to declarations n\ade in the case of foreign companies or 
other non-corporaie entities is not strictly in accordance 
with the provisions of the law. In order to place the existing 
practice, that has been followed over the last many years, 
on a statutory footing, and to reduce the number of cases in 
which declaration as a company has to be given by the Board, 
it is proposed to amend the definition of “company” for pur¬ 
poses of the Income-tax Act. Under the proposed defini¬ 
tion, the term “company” will include, besides any Indian 
company, any body corporate incorporated by or under the 
laws of any country outside India, The term will also in¬ 
clude any institute, association or body which is or was 
assessable or was assessed under the Indian Income-tax 
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Act«1922 ar the Income-tax Act, 1961 as a company for any 
assessment year up to and including the assessment year 
1970-71. Further, as under the existing definition, the 
Central Board of Direct Taxes will have the power to de¬ 
clare, by general or special order, that any institution, asso¬ 
ciation or body, wdicthcr incorporated or not and whether 
India&i or non-Indian, will be treated as a comr iny for pur¬ 
poses of the Income-tax Act. This powder of the Board is 
now being specifically made cxercifahle even in relation to 
past assessment years twhethcr commencing before, on or 
after 1.4.1972) and the declaration will ha\c cfi'eci for any 
assessment year or years specified therein. 

72.’ Definition of "'Indian The definition of 

the term ‘‘Indian company" in the relevant provision ol the 
Income-tax Act presently covers only those companjcs which 
are formed and registered under the Companies Act. 1956 
or the law rejating to companies formerly in force in any part 
of India including Jam.mu & Kashmir or m the union terri¬ 
tories of Dadra and Nagar Haveli, Goa, Daman and Diu 
and Pondicherry. Jt dcK^s not cover statutory corporations 
which, as stated in Paragraph 70, have to seek a declaration 
to be a company for purposes of taxation. Such a declara¬ 
tion does not, however, confer the status of “Indian com¬ 
pany" on such statutory corporations. Even under the pro¬ 
vision now proposed to be made in the Income-tax Act as 
discussed in Paragraphs 70'and 71, a statutory corporation 
established in India will not come within the definition of 
"Indiancompany". Apart from this, statutorv corporations 
by their very nature, do not often have n share capital as 
such and hence such a corporation is not in a position to 
qualify for being treated as a ‘domestic company’ i,c. an 
Indian company or a company which has made the prcsc- 
cribed arrangements for the declaration and payment of 
dividends within India. This position sometimes results in 
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unintended difficulties both as regards the rates of taxapj^ir 
cable to the company's income and also Its eligibility to some 
of the tax concessions, such as the export markets develop* 
ment allowance, which are available only to domestic comp- 
panies. It is accordingly proposed to amend the definition 
of ‘Indian company’ so as to cover statutory cor|)orations 
established in India as also any institution, association or 
body which is declared by the Board to be a company and 
which has its principal office in India. 

• 

73. Definition of a company in which the public are sub- 
stantialiy interested,""—The Income-tax Act makes a distinc¬ 
tion in tax treatment as between a domestic company in 
which the public are substantially interested and a olosely* 
held domestic company (i.e. a domestic company in which 
the public are not substantially interested). Closely-held 
companies are required (subject to certain exceptions) 
to distribute dividends upto the statutory percentage of 
their distrii^itable income failing which they are liable to 
pay additional income-tax with reference to their undistri¬ 
buted profits. Closely-held companies are (subject to 
certain exception ) also liable to income-tax on their 
income at rates which are higher than the rates applicable 
in the case of widely-held domestic companies. 

74. A company is treated, for purposes of income-tax, 
as a “company in which the public are substantially interes¬ 
ted" only if it satisfies the various tests laid dawn in the 
definition of the term in the Income-tax Act, Broadly 
speaking the aim of these tests is to decide whether there 
is wide public participation in the ownership of the shares 
in, and control over the affairs of, the company. Entities 
like chambers of commerce, clubs, etc. which arc declar¬ 
ed to be ‘companies by the Board under the relevant provis¬ 
ions of the Income-tax A.ct, are essentially non-profit- 
making concerns and in the absence of a share capital, in 
the ordinary sense of the term, it is not practicable to apply 
to such entities the tests of a "company in which the public 
are substantially interested". The same difficulty arises 
with regard to the companies limited by guarantee. 

75. In order to obviate the difficulties pointed out above, 
it is proposed to amend the definition of a "company in 
which the public are substantially interested" in order to 
provide that a company which is registered under Section 25 
of the Companies Act (i.e. a company having for its*object 
the promotion of commerce, art, science, religion, charity or 
any other useful object and which prohibits payment of 
dividends to its members) will be re^rded as a company in 
which the public are substantially interested without the ap¬ 
plication of the various tests as to the composition of the 
ownership and control of the company. Further, in order to 
extend the benefit to entities which are not registered as co¬ 
mpanies but are declared to be companies for tax purposes 
and to companies limited by guarantee which are not regis¬ 
tered under Section 25, it is proposed to vest powers in the 
Central Board of Direct Taxes to direct that such entities ot 
companies shall be treated as companies in which the public 
arc sub.stantially interested. Such direction will be made by 
the Board having regard to the objects of the company, 
the nature and composition of its membership and other 
relevant considerations. The Board will be empowered to 
issue such direction even in respect of a past year and 
the direction will have clfect for the assessment year or 
>cars specified therein. 

76. The amendments set forth in Paragraphs 70 to 75 
will take effect from L4.1971. 

77. Provisions refating to computation of a partncr*s 
share in the income of a firm and the tax payable by him 
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As many as 20 airtinas of international repute 
avail pf INDIANOIL's expert refuelling service. 

In the growth of India's transport and 
communications, INDIANOIL has been playing a 
distinct role. But that is not to bPlittlei its 
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HM appeared in the market 
with the first Indian Car. It 
soon became the most popu¬ 
lar and dependable car in the 
country. Now, three out of 
every ffve cars on the road 
are from HM 

While HM continues to make^ 
the largest number of cars, 
Its production range of motor 
vehicles now covers trucks, 
buses, driveaway chassis 
for various commercial uses. 
Further diversification 
has brought in excavators, 
earth-moving equipment and 
heavy duty cranes. Forgings 
and structural work have also 
been undertaken in its Heavy 
Engineering Division. HM pro¬ 
ducts find ready acceptance 
amongst transport operators, 
contractors and builders both 
at home and abroad. 

Through diversification, HM 
has accelerated the country's 
industrial growth and helped 
to provide direct and indirect 
employment to thousands of 
people. 
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where 0 fii mrwis^rtdfirm «freatra us a registered firm^ A 
parttiet&hip firm enjoy h « eoncessienal tax treatmtmt if it 
Is •‘registeml** purposes of the Income-tax Act. While 
in the case of aii tinregistere4 firm, income-tax Is payable 
[on the total income of firm at the progressive rates of 
tax awlicabie in the case of individuals, Hindu undivided 
famiucs, associations of persons etc., a registered firm pays 
tax on its income at low rates andtfie partners of the firmare 
, chargeable to tax in respect of their share in the profits of the 
firm. Vnder an existing provision in the Income-tax Act, 
the Income-tax Officer is required to assess an unregistered 
firm as a registered firm and charge tux on the firm as well 
us its partners on that footing if such a course is more fa¬ 
vourable to revenue. Prior to the assessment year 1971-72, 
in u case where an unregistered firm was treated as a regis¬ 
tered firm, tlie firm was not required to pay income-tax on 
its income at the rates applicable in the case of a registered 
linn and only the partners were required to pay tax on their 
shai'c in the profits of the firm. As a result of an amend¬ 
ment made in the relevant provision of the Income-tax Act 
through the Taxation Laws (Amendment) Act, 1970, this 
position has, however, been changed and now an unregis¬ 
tered firm which is assessed as a registered firm has to pay 
tax at the rates applicable in the case of registered firms and 
the partners of such a firm arc charged to tax in respect of 
their share in the profits of the firm. 

78. At present, any interest, salaiy , commission or other 
remuneration paid by the firm to its partners is included in 
the total income of the firm, but in determining the share of 
the individual partners in the income of the firm, these sums 
are excluded from the firm’s total income. Further, where 
the firm is a registered firm, the tax, if any, payable by 
the firm on its total income is also deducted from 
' its total income and the balauce apportioned amongst the 


partners according to their profit-sharing ratios. The 
satary, interest, commission or other remuneration paid to a 
partner is then added to the amount failing to his share us 
afor^aid and the resultant amount is treated as his share in 
the income of the firm. This provision secures that the 
partner of a registered firm is not subjected to tax in respect 
of his share in the lax paid by the registered firm. * 

79. As pointed out in Paragraph 77, an unregistered firm 
which is assessed as a registered firm under the .special pro¬ 
vision in this behalf will now be liable to the tax leviable on 
registered firms. It is accordingly proposed to amend the 
provision in the Income-tax Act rclaiing to the computa¬ 
tion of a partner’s share in the income of a firm in order to 
provide that in computing the partner's share in a case where 
an unregistered firm is assessed as a registered firm, the tax 
payable by the firm on its total income will be allowed as a 
deduction. This provision will place an unregistered firm 
which is assessed as a registered firm, and its partners, on a 
par with a registered linn and its partners in the nvatttr of 
income-tax. 

80. Under another provision in the Income-tax Act, in 
a case where a tax-payer is a partner in an unregistered iirm, 
no income-tax is payable by him in respect of any portion 
of this share in the piofits of the firm on which income- 
tax is payable by the firm. Now that an unregistered firm 
which is assessed as a registered firm under the special pro¬ 
vision referred to in (he preceding paragraphs will be liable 
to the tax leviable on registered firms, the relevant provision 
in the Income-tax Act is l>cing amended in order to secure 
that in the case of a partner of an unregistered firm which is 
treated as a registered firm, the partner will be liable to pay 
income-tax on his share in the profits of the firm. 

81. The provisions set forth in Paragraphs 79 and 80 will 
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takeefftct from 1A1971 and will accordingly apply in rda- 
tion to asscssmiJiJts for the assessment year 1971-72 and sub¬ 
sequent years. 

82. Oortce^isional taxation of intcr^corporate ilivid^ndx.-- 
Under the provisions of the Income-tax Act, intcr-corptnatc 
dividends, i.e. dividends received by a company (whether 
Indian or foreign) on its holding of shares in a domestic 
company are subjected to lax on a concessional basis. This 
is brought about by allowing a deductioji of a spccilied per¬ 
centage of the dividends in computing the taxable income ol 
the company receiving the dividends, and taxing the remain¬ 
der at the rate of tax applicable to the ordinary income of the 
company. The deduction presently is - 

(a) in respect of dividends received by a domestic 
pany from any other domestic company, h()% o( 
such dividends; 

(b) in respect of dividends received by a foreign c(on- 
pany from a domestic company,- 

(i) where the company paying the dividend is a 
closely-held Indian company inainl> engaged in 
a priority industry, 80% of the dividends; 

(ii) in any other case, 65% of the dividends. 

As a result of this deduction, the effective rale ol taxation the 
dividends works out to 22% (55% to 40%) in the case of a 
widely-held domestic company which is liable to tax on its 
income at the rate of 55%; and 26% (65% of 40%) in the 
case of a closely-held domestic company, which is not an 
industrial company, where the rate of ta\ on the ordinary 
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income is 65 %. In the case of a fowgu company, the efiec* 
live incidence of tax on dividends received it from a 
closely-held Indian company mamly eugMed'tn a priority 
industry works out to 14% (70% of 20und, in respect 
of dividends received by it from any other domestic com¬ 
pany, the effective rate of tux works out to 24.5% (70% 
of 35%). 

83, The special concessional rate of 14% in respect of 
dividends received by a foreign company from a .closely- 
held Indian company mainly engaged in a priority industry 
was provided in the context of the higher rale of tax appli- 
ciible to the ordinary incutnc of a closely-held domestic com¬ 
pany, which reduces the amount available for distribution of 
dividends. However, in view of the circumstances that 
closcly-heki domestic companies which arc engaged in in¬ 
dustrial activities arc now subjected (o tax on the first Rs 
10 lakhs of their income at the same rate as is applicable to 
widely-held domestic companies, /.c. 55%, and even on the 
balance of the income, a closely-held domestic company en¬ 
gaged in industrial activities is subjected to tux at 60% which 
is less than the rate of lax applicable to other closely-held 
domestic companies, it is proposed to discontinue the 
special concessional rale of tax allowed to fmieign companies 
in respect of dividends received by them on their investments 
in the shares of closely-held Indian companies engaged in 
priority industries. Accordingly, the quantum of thed e- 
duction in respect of such dividends in computing the taxable 
income of the foreign company is being reduced from 80% 
to 65% so as to bring it in lino with the quantum of the de¬ 
duction allowed in respect of dividends received by a foreign 
company from domestic companies generally. As a result 
of this change, the effective incidence of lax on dividends re¬ 
ceived by a foreign conipuny fromany domestic company will, 
henceforth, be 24 5%. This amendment will come into 
effect from 1.4. J 972 and will accordingly apply for the asscss- 
meiu year 1972-73 and subsequent years. 

84. Jiar ofi registration of transfer of immorabk property 
in a case where taxation liabilities remain ttnsati^kd ,— 
Section 230A of the Incomc-I ax Act provides that a document 
of transicr of immovable property (other than agricultural 
land) valued at more than Rs 50,00(1 shall not be registered 
unless a certiticaLc is obtained from the Income-tax Officer 
to the eff ect tliat the transferor has paid, or made satisfactory 
provision for payment of all existing tax liabilities under the 
Income-tax Act, Wealth-tax Act, Gift-tax Ad and other di¬ 
rect taxes laws, or that the registration of the document will 
not prejudicially affect the recovery of any such liability. 
With a view to making this provision more effective in achiev¬ 
ing the purpose for which it is intended and removing cer¬ 
tain practical difficulties in its operation, it is proposed to 
make certain modifications therein as explained below;— 

( 1 ) it is proposed to widen the scope of the section to 
cover transfers of agricultural land valued at more 
than Rs 50,000. 

(Agficuilural land is liable to wealth-tax and transfers 
of agricultural land are liable to gift-tax. Capital 
gains arising from trausJ'er of agricultural land situu-. 
ted in urban areas ate liable to income-tax. Apart 
from these considerations, agricultural land is liaUe 
lo be attached and sold for recovery of income-tax 
arrears. Hence, it is necessary lo bnng transfers of 
iigricutural land within the scope of the restriction 
. on registration in cases where taxation liabilities re¬ 
main unsatisfied.) 

(b) The provision is bei^ extended to cover existing 
liabilities under the Companies (Profit) Surtax Aet» 
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Air«tndia offers heavy reductions under our 
'Affinity Group Travel Scheme. For many sectors, 
the reduction amounts to over Rs. 2000/-. 

What is an affinity group? 

It is an association that has been in existence 
for 6 months prior to travel with a common 
objective or activity other than travel. In case of 
'travel to the Americas the association must be 
of at least two years standing. 

Examples: Educational Institutions like schools 
or colleges of Arts, Music. Science, Engineering, 
Medicine, Catering; professional groups like 
associations of lawyers, physicians, surgeons,, 
pathologists, teachers, artists; clubs like Lions 


and the Rotary Club, sports associations, gym¬ 
khanas, choirs, dramatic and musical groups etc*' 

Minimum requirements: 

If you are a member of any of the above affinity 
groups for a minimum period of 6 months prior 
to travel you may be entitled to the reduction. 
You have to travel together throughout your 
journey and your group should not be smaller; 
than 15 persons. 

Besides the large reduction under our Affinity 
Group Scheme, Air-India gives you that extra 
something, if you haven't been abroad in the 
past 3 years. 

'Subject to 9ppro¥ai of at! Gorts. 
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1964 as also the Super Profits Tax Act, 1963 which 
preceded it. 

Is 

(c) It is proposed to empower the Central Board of Di¬ 
rect Taxes to exempt, by notification in the Official 
Gazette, any institution, association or body or any 
class of institutions, associations or bodies from the 
requirement of obtaining a tax clearance certificate 
under this provision. 

(This power is being conferred on the Board so as 
to obviate practical difficulties in the case of institu¬ 
tions such as, banks, Life Insurance Corporation, 
etc. which advance moneys in a large number of 
cases on the mortgage of immovable property and 
have to release the property from the mortgage when 
the debt has been discharged by the borrower. The 
requirement of a tax clearance certificate in such 
cases throws an avoidable administrative burden on 
the institution concerned and also on the Income-tax 
Department, without any .significant advantage to 
the revenue. Under the proposed provision, the 
Board will be required to record the reasons for 
exempting any institution etc. from the requirement 
of obtaining a lax clearance certificate) 

85. The proposed amendments to section 230A will take 
effect from 1-10-1971. 

86. Dividends paid by a company out of its profits and 
gains which are assessed to agricultural income-tax levied by 
any .state government ,—Section 235 of the Income-tax Act 
presently provides for the grant of relief to shareholders of a 
company on that part of the dividend on their shares which 


is attributable to the paying company's agricultural income 
which has been subjected to agricultural income-tax under 
a state law. The quantum of the relief is the proportionate 
amount of the agricultural income-tax l^rne by the company 
on its profits, but limited to the amount of central income- 
tax payable by the shareholder, on that part of the dividend 
which is attributable to the profits of the company a^essed 
to agricultural income-tax. In the case of a shareholder 
other than a company, the relief is further limited to an 
amount calculated at 27.5% on that portion of the dividend 
which is attributable to the profits of the company assessed 
to agricultural income-tax. 

87. rhe provision referred to in the preceding paragraph 
is contrary to the concept underlying the present scheme of 
taxation of companies and their shareholders, under which 
no part of the central income-tax borne by the company on 
its income is considered as having been paid on behalf of the 
shareholders. So far as the shareholder is concerned, the pro¬ 
ximate source of the dividend is the investment in the shares 
and not the prohts of the company. In these circumstances, 
it is anomalous to grant relief to shareholders in respect of the 
agricultural income-tax borne by a company on its profits. 
The provision in Section 235 is accordingly proposed to be 
omitted from the Income-tax Act. This omission will take 
effect from 1-4-1972 and the relief will, therefore, cease to be 
available to shareholders from the assessment year 1972-73. 

Streamlining of Recovery Work 

88. The Income-tax Act contains a self-contained code 
for recovery of tax and other dues under that Act. Where 
a taxpayer is in default in payment of tax, the Income-tax 
Officer forwards to the Tax Recovery Officer’ a certificate 
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(a) State Government\s support for obtaining industrial licences; 
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(g) Joint venture schemes and 
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(6) Water royalties; 

(c) Non-agricultural assessment; 
id) Subsidy on power consumed; 
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imiecifying the amount of arrears due from the taxpayer and 
meteupou the Tax Recovery Officer proceeds to recover from 
the taxpayer the amount specified therein by one or more 
of the modes mentioned below:'— 

1. Attachment and sale of the taxpayer’s movable pro- 
• perty. 

2. Attachment and sale of the taxpayer’s immovable 
property. 

3. Arrest of the taxpayer and his detention in prison. 

4. Appointment of a receiver for the management of the 

taxpayer’s movable and immovable properties. 

For this purpose, “Tax Recovery Officer” has been defined 
in the Income-tax Act to mean: (i) a Collector or an Addi¬ 
tional Collector; (ii) any officer of a state government who 
exercises the powers to effect recovery of arrears of land reve¬ 
nue etc. under the relevant state law, if such officer is autho¬ 
rised to exercise the powers of a Tax Recovery Officer; and 
(iii) any gajsctted officer of the central or state government 
authorised by the central government to exercise the po¬ 
wers of a Tax Recovery Officer. Although the existing defi¬ 
nition includes the state government officers referred to 
above, in actual practice, the work of tax recovery has al¬ 
ready been taken over by the gazetted officers of the central 
government, who arc generally Income-tax Officers, and the 
present position is that except in relation to a few districts, 
the work has entirely l>cen taken over by the Income-tax 
Department. 

89. In the course of effecting recoveries of taxes, the Tax 
Recovery Officer is required to pass various orders relating 
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to attachment and sale of properties or appointment of re* 
ceiversetc. At present, the appeals againt such orders lie 
to certain state government officials. Where»the T.R,0. 
is a Collector or an Additional Collector or a gazetted officer 
of the central or state government, including an Income- 
tax Officer, who is authorised by the central government 
to exercise the functions as such, the appeal generally lies 
to the Revenue Commissioner having jurisdiction over the 
district concerned. Where, however, the Tax Recovery 
Officer is a state government officer other than a Cqllector 
or an Additional Collector, the appeal lies to the revenue 
authority to which an appeal or application for revision 
would ordinarily lie if the order passed by the officer were 
an order under a law relating to land revenue or other public 
demands of the state concerned. In practical terms, this 
means that where the Tax Recovery Officer is a Tehsildar or 
a Mamlatdar, an appeal against his order in certain states 
. lies to the Collector of the district. 

90. In view of the position that the tax recovery work 
has been taken over practically in its entirety by officers of 
the Income-tax Department, it is proposed to amend the rele¬ 
vant provisions in the Income-tax Act in order to provide 
that an appeal from an original order passed by a Tax Re¬ 
covery Officer, not being an order which is conclusive, would 
lie to a senior officer of the Income-tax Department who 
would be designated as the Tax Recovery Commissioner. A 
new provision is accordingly being made in the definition 
clause in the Income-tax Act to define the Tax Recovery 
Commissioner as a Commissioner or an Assistant Com¬ 
missioner of Income-tax who may be authorised by the cent¬ 
ral government, by general or special notification in the 
official gazette, to exercise the powers of a Tax Recovery 
Commissioner. Under the new provision, an appeal from an 
original order passed by a Tax Recovery Officer, being 
any gazetted officer of the central government or state 
government who has been authorised by the central 
government under Section 2 (44) (iii) of the Income-tax 
Act to exercise the powers of a Tax Recovery Officer under the 
Second Schedule to the Income-tax Act, will hereafter lie to thp 
Tax Recovery Commissioner instead of the revenue authority 
to which appeals ordinarily lie against the orders of a Collec¬ 
tor under the law relating to land revenue of the state con¬ 
cerned . Appeals against the orders passed before the date of 
appointment of a Tax Recovery Commissioner in respect of 
any area, by any Tax Recovery Officer (including state 
revenue officers) will also lie to the Tax Recovery Commis¬ 
sioner and not to the appellate authority of the state govern¬ 
ment. Further, as a transitional measure, it is being pro¬ 
vided that the appeals pending with the state government 
authorities on the date of appointment of a Tax Recovery 
Commissioner in respect of any area wherein the work of re¬ 
covery of tax has been taken over by Tax Recovery Officers 
of the central government, will stand transferred to 
the Tax Recovery Commissioner exercising jurisdiction 
over that area. 

91. Apart from attending to the appellate work, the Tax 
Recovery Commissioners will be plac^ in over-all administ¬ 
rative charge of the tax recovery work in their respective 
jurisdictions. Further, in order to enable the Tax Recovery 
Commissioners to perform their new functions effectively, 
it is proposed to make certain ancillary provisions in the 
Second Schedule to the Income-tax Act. These ancillary 
provisions are as follows:— 

(i) Tax Recovery Commissioners will, in the discharge 
of their functions, be deemed to be acting judicially 
within the meaning of Judicial Officers' I^otection 
Act. 1850. 

(ii) Every Tax Recovery Commissioner shall have the 
powers of a civil court while trying a suit for the 
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The Seed Corn: There is one qui¬ 
ck way of bringing a faun to an end, 
and that is to . rob the farmer of his 
seed corn. Out of each harvest, a 
farmer must put by a percentage of his 
corn to plant again in the next season. 
And if he has to expand and to plant 
new fields, then he must retain more 
and more of his crop to have more and 
more seed corn. ' 

TATA EN 


Profit is the seed corn of industry. As 
the corn grows and the seed increases^ 
so profits flow out of industry. They 
are not a weed, to be scythed by the 
scythe of taxation or to be eradicated 
by the hoe of nationalization. They are 
the measure of an industry's efficiency. * 
They arc the new power generated by 
that industry for the creation of fur« 
tber industries, ' ' 
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the purpose of receiving evidence, administering oaths, 
enforcutt attendance of witnesses and compelling 
production of documents. 

(iii) Tax R«;x>very Commissionere will have the power to 
review tiie orders passed by them under the Second 
Schedule to the Income<tax Act for the purpose of rec¬ 
tifying any mistake apparent from the record. 

92. 'The power of the Board to make rules for regulating 
the procediite to be followed by Tax Recovery Officers etc. 
is being enlarged in order to enable the Board to define the 
areas within which the Tax Recovery Commissioners may 
exercise jurisdiction. 

93. The amendments set forth in Paragraphs 88 to 92 
will take effect from 1-1-1972. 

V. Proposed Amendments to the Wealth Tax Act, 1957. 

94. Increase in the rates of ordinary Wealth-tax in the 
case of individuals and Hindu undivided fmilies .—Under the 
existing provisions of the Wealth-tax Act, the rates of ordi¬ 
nary wealth-tax in the case of individuals and Hindu un¬ 
divided families range from 1 % in the first slab of taxable net 
wealth (after an initial exemption of Rs 1,00,000 in the case 
of individuals and Rs 2,00,000 in the case of Hindu 
undivided families. The Bill proposes to make certain 
modifications in these rates with a view to increasing the 
yield of revenue and to increase the incidence of tax on wealth 
in higher slabs. Under the proposed rate schedule, wealth- 
tax will be chargeable on every rupee of the net wealth where 
the net wealth exceeds the exemption limit of Rs 1,00,000 in 
the case of an individual or Rs 2,00,000 in the case of a Hindu 
undivided family. .Accordingly, wealth-tax will be charge¬ 
able on the first slab of Rs 5,00,000 of the net wealth at the 
rate of 1 %. The rates of wealth-tax in the next two slabs, 
i.e. from Rs 5,00.001—10,00,000 and Rs 10,00,001—15,00,000 
will continue at the existing rates of 2 % and 3%, respectively. 
On net wealth in the slab over Rs 15,00,000, the rate of 
ordinary wealth-tax proposed in the BUI is 8%. as 


against 4% in the slab Rs 15,00,001—20,00,000 and Sy 
on net wealth over Rs 20,00,000 under the exist¬ 
ing law. As already stated, no wealth-tax will be 
puyable in a case where the net wealth does not exceed Rs 
1,00,000 in the case of an individual or Rs 2,00,000 in the 
case of a Hindu undivided family. Further, where the net 
wealth exceeds the exemption limit of Rs 1,00,000 or Rs 
2,00,000, as the case may be, by a small margin, the wealth- 
tax payable will be the lower c/:—(a) tax at the rate of 1 % 
on the amount of the net wealth; or (b) an amount equal to 
10 %|of the amount by which the net wealth exceeds the exem¬ 
ption limit. This is illustrated in the following table:— 

INDIVIDUAL 


Net Wealth 

Wealth-tax at 1 % of 
the net wealth 

Wealth-tax at 10% 
of the excess over 

Rs 1,00,000 

1 

2 

3 

Rs 1,00,000 

Nil 

NU 

Rs 1,10,000 

1.100 

1,000 

Rs 1,11,000 

1,110 

1,100 

Rs 1,11.100 

1,111 

1,110 

Rs 1,11,200 

1,112 

1,120 


It will be observed from the above table that up to a net 
wealth of Rs 1,11,100, the amount calculated under the mar¬ 
ginal provision as explained above (col. 3) is lower than the 
amount arrived at by applying the rate of 1 % to the whole of 
the net wealth (col. 2). On the other hand, when the net 
wealth amounts to Rs 1,11,200, wealfti-tax at the rate of 1 % 
of the entire wealth is lower than that calculated by applying 
the marginal provision. Hence, in the case of an individual, 
the marginal provision cea^ to be applicable from this level 
upward. In the case of a Hindu undivided family, there will be 
a similar margin immediately above Rs 2,00,000, in which 
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tfa^tax calculated at 10% of the excess of the net wealth over 
Rb 2t00,000 ivlll be less than that calculated at the rale of 
1 % on the entire net wealth. 

95. The rates of additional wealth-tax on lands and 
buildings situated in urban areas continue without change. 
The*increases in the rates of ordinary wealth-ti x as explain¬ 
ed in the preceding paramph will come into effect from 
1«4«1972 and will accordingly apply for the assessment 
year 1972-73 and subsequent years. A consequential 
amendment is also being made to Section 18 of the Wealth- 
tax Act relating to penalties for failure to furnish wealth- 
tax return and for other defaults. 

96, Aggregation of assets belonging to the spouse or 
minor child of an ituiividual with the net wealth of the indivi- 
dual —Under the existing provisions in Section 4 of the 
Wealth-tax^Act, assets held by the spouse or minor child 
of an individual are required to be included in computing 
the net wealth of the individual in certain cases. This 
provision presently applies to cases where such assets have 
bron transferred by the individual (a) to the spouse, other¬ 
wise than for adeejuate consideration or in connection with 
an agreement to live apart; or (b) to a minor child (not 
being a married daughter), otherwise than for adequate 
consideration; or (c) to any person or association of persons, 
otherwise than for adequate consideration, for the imme¬ 
diate or deferred benefit of the individual himself, his or her 
spouse or minor child (not being a married daughter) or 
both; or (d) to a person or association of persons otherwise 
than under an irrevocable transfer. Transfers made in 
these cases prior to 1st April, 1956 arc outside the scope of 
this provision. Transfer of assets in regard to which gift- 
tax is chari^abie, or which arc specifically exempt from the 
charge of gift-tax under Section 5 of the Gift-tax Act, for the 


What wOixou do when xfou sett B 

aOsharv^T I, 

I Witt deposit Rs,§00 in Oie a 

State Bant of Mpsere... I 

...To provide for Devappa’s education...Uma's ||| 

marriage. To save for my future needs on the farm. ■ 
One can never tell. I 

Saving is man’s best friend. Helps you in need.. .And K 
earns interest! B 


For a more prosperous tomorrow^ (pr the family, I save 
today—with the State Bank of Mysore, of course! 



assessment year 1964-65 or any subsequent assessmenty ear, 
are also outside the scope of this provision. This latter 
provision was introduced in the Wealth-tax Adc in the con¬ 
text of the increases made under the Finance Act, 1964. 
in the rates of gift-tax. As the rates of gift tax presently 
applicable on gifts up to Rs 20,00,000 are considerably 
lower than those prevailing under the Finance Act of 1964 
and the incidence of wealth-tax has also substantially in¬ 
creased, it is proposed to amend the relevant provisions 
in the Wealth-tax Act so as to restore the position which 
obtained prior to 1964-65. Accordingly, the Bill provides 
that the value of assets transferred by an individual in the 
circumstances detailed earlier, after the end of the previous 
year under the Gift-tax Act relevant to the assessment 
year 1971-72, will be includible in the net wealth of the indi¬ 
vidual making the transfer. The present provision exluding 
from aggregation assets comprised in a transfer in respect 
of which gift-tax was chargeable under the Gift-tax Act, 
or which is specihcially exempt from charge of gift-tax 
under Section 5 of that Act, will apply only in relation to 
transfers in respect of which gift-tax is chargeable or which 
are specifically exempt from gift-tax for the assessment 
year 1964-65 to 1971-72 (both inclusive). Assets which 
are the subject of a transfer in respect of which gift-tax is 
chargeable during the assessment year 1972-73 or in any 
later year will, nevertheless, be aggregated with the net wealth 
of the individual making the transfer. 

97. Conversion of separate property of an individual into a 
Hmlu joint family property .—The provision in the Wealth-tax 
Act for the aggregation of assets transferred by an individual 
to or for the benefit of the spouse or minor child in certain 
circumsStances, as explained in the preceding paragraph, 
has so far not been applicable in relation to transfer of assets 
made through the medium of a Hindu undivided family. 
This is in view of the position that, according to the courts, 
the conversion of the separate property of an individual 
into joint Hindu family property, by impressing such separate 
property with the character of property belonging to the 
family or throwing it into the common stock of the family, 
does not amount to a transfer of such property even where 
the converted pj^roperty is subsequently partitioned amongst 
the members of the joint family resulting in passing of the 
property to the spouse or minor cluldren. With a view 
to closing this loophole for the avoidance or reduction of 
tax liability throu^ the device of converting separate pro¬ 
perty of an individual into joint Hindu family property, 
the Bill seeks to make a new provision in the Wealth-tax 
Act to cover such cases. Under the proposed provision, 
in a case where an individual converts his separate prop^ty 
into joint family property of the Hindu undivided family 
of which he is a member, by impressing such property with 
the character of the joint family property or by throwing 
such properly into the common stock of the Hindu undivided 
family, he will be deemed to have transferred the converted 
property through the fanuly to the members of the family 
for being held by them jointly. The share in the converted 
property in so far as it is attributable to the interest of the 
individual, his spouse or minor children (other than married 
daughters) will be included in the net wealth of the individual. 
Further, in the event of a partial or total partition in the 
Hindu undivided family, the shares allotted to the spouse 
or minor children in the converted property will also be 
similarly included in the net wealth of the individual. 

98. This amendment will take effect from 1-4-1972 
and will accordingly be applicable for the assessment ytar 
1972-7^ and subsequent assessment years. However, the 
provision will apply in relation to conversions of separate 
property into joint Hindu family property effected after 
31-12-1969, which is the date specified for the purpose in 
the corresponding provision in Section 64 of the Income-tax 
Act relating to aggregation of income from such converted 
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•proj^rty with the tncome of the individual making the con¬ 
version is so far as the income is attributable to the indi¬ 
vidual's own'share in the proi>erty of the family or to the 
shares of his spouse or any minor son in the property of the 
family. 

99. Tax treatment qf members of cooperative homing 
societies.—Co^oporative housing societies are becoming 
increasingly popular amongst members of the middle and 
upper nuddle classes as these enable them to pool their 
resources ai^d build houses or flats in mult-storeyed build¬ 
ings, often with aid of loans from state governments, state 
housing boards and other financing bodies. Co-operative 
house building societies fall broadly into two classes, namely 
(a) those in which the houses of flats legally belong to the 
members themselves, the society being only a means to secure 
the lan^ the necessary financial resources by way of loan or 
otherwise, arranging for the construction and attending 
to the maintenance of the houses or fiats; and (b) societies 
in which the building belongs to the society itself and not 
to individual members to whom the house or flat is merely 
allotted or leased for use. While in the former type 
of societies, the houses or flats are, for wealth-tax purposes, 
treated as belonging to the members themselves, in the latter 
type of socieiies, the members cannot legally be regarded 
as owning the houses or fiats and their right viso-vis the 
society is only to the extent of the value of the shares held 
by them in the society, which would consitute movable 
property for purposes of wealth-tax. This places members 
of the second-mentioned type of co-operative societies at a 
disadvantage as compared to members of the first-mentioned 
type of societies, inasmuch as they will not be eligible for 
the exemption in Section 5(l)(iv) of the Wealth-tax Act 
in respect of their residential houses up to a value of Rs 
1 , 00 , 000 . 

100. With a view to removing this disparity between 


members of co-operative housing socioties, the Bill seeks to 
make a provision to the effect that a member of a co-operation 
housing society to whom a buildii^ or part thereof is allotted 
or leam under a house building scheme of the society 
will be r^rded as the owner of that building or part for 
purpose of wealth tax. It is also being provided that in 
determinittg the value of such building or part for purpo^ 
of inclusion in the net wealth, the value or any outstanding 
instalments of the amount payable by the member of the 
society to the society towards the cost of such building 
or part (including the land appurtenant thereto) under the 
house building s^eme of the society will be deducted as 
a debt owed by him in relation to such building or part. 
Accordingly, the value of the house or fiat for wealth-tax pur¬ 
poses will be taken to be the difference between the market 
value of the flat if it were free from any encumberance and 
the discounted value of outstanding instalments of the 
amount payable by him to the society towards the cost of 
the building of fiat. As the member will be considered as 
the owner of such house or flat, he will also become entitled 
to the exemption in respect of residential house up to the 
value of Rs 1,00,000 in the computation of his net wealth. 

101. As a corollary to the provision explained in the 
preceding paragraph, it is also being provided that the 
amount paid by the member to the society as his share in 
the cost of construction of the building, which is generally 
held in the books of the society as a deposit by such member, 
will not again be included in his net wealth as this is already 
covered by the net value of the house or flat. 

102. These amendments will come into effect from 
1-4-1972 and will accordingly apply for the assessment year 
1972-73 and subsequent years 

103. Withdrawal of some of the present exemptions 
from Wealth-iax.-'-^cci\oTi 5(1) of the Wealth-tax Act pro- 
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exemptions from wealth-Ux in respect of certain assets 
by excluding tliese in the commutation of the net wealth. 
Cm of these exemptions, which is contained in Clause (viii) 
of Section 5(1), is in respect of - 

“furniture, household utensils, wearing apparel, pro¬ 
visions and other articles intended for the personal or 
household use of the assessee”. 

Another item of exemption (which was provided prior to 
1-4-1963) was in respect of - 

“jewellery belonging to the assesses, subject to a maxi¬ 
mum of Rs 25,000 in value”. 

In the case of Commissioner of Wealth-tax vs. Mrs Arun- 
dhati Balakrishna, the Supreme Court held that the expres¬ 
sion “other articles intended for the personal or household 
use of the assessee” in Section (5)(l)(viii) included jewellery 
which is held by the assessce for her personal or household 
use. The Court further held that the exemption of jewel¬ 
lery up to Rs 25,000 in value under Section 5(l)(xv), as 
it existed prior to J-4-1963, opersttedin respect of jewellery 
other than that held for personal or household use of the 
assessee. The int^retation placed by the Supreme Court 
on the provisions in Clauses (viii) and (xv)of Section 5(1) 
revealed that these clauses did not bring out correctly the 
intention underlying them, namely, that up to 1962-63, 
jewellery should be exempt from wealth-tax only up to a 
value of Rs 25,000 and from 1963-64 onwards, when the 
specific exemption in Section 5(l)(xv) was omitted from 
the Act, jewellery should not at all qualify for exemption 
from wealth-tax. 

104. With a view to bringing out this intention clearly 
and implementing the purpose underlying the withdrawal 
of exemption from jewellery altogether from wealth-tax from 
1963-64, it is proposed to amend Clause (viii) of Section 5(1) 
of the Wealth-tax Act retrospectively from 1-4-1963 so as 
to exclude jewellery altogether from the purview of that 
clause. Further, the term “jewellery” is being given an 
extended meaning prospectively so as to include 

(i) ornaments made of gold, silver, platinum, or any 
other precious metal or any alloy containing one 
or more of such precious metals, whether or not 
containing any precious or scmi-precious stone 
and whether or not worked or sewn into any wearing 
apparel; and 

(ii) precious or semi-precious stones, whether or not 
set in any furniture, utensil or other article or worked 


or sewn into any wearing apparel. 

It is also proposed to restrict the operation of <lhe exemption 
in Clause (viii) prospectively in respect of the following 
assets : 

(a) Furniture, utensils and other articles which, though 
held for personal or household use of the assessee, 
are made of or contain (whether by way of embed¬ 
ding, covering or otherwise,) gold, silver, platinum 
or any other precious metal or any alloy containing 
one or more of such precious metals, will be ex¬ 
cluded altogether from the purview of the exemption. 

(b) Motor cars and other mechanically propelled 
vehicles, aircraft and boats will hereafter be exempt 
up to an aggregate value of Rs 25,000 only. 

105. The exclusion of jewellery from the purview of the 
exception will be operative retrospectively from the assess¬ 
ment year 1963-64. The extended meaning of the term 
“jewellery” as stated in the preceding paragraph, as also the 
exclusion of furniture, utensils and other articles referred 
to in item (a) and the limitation of the exemption in respect 
of conveyances to Rs 25,000, as stated in item (b), will 
become effective from 1-4-1972, i.e. for the assessment year 
1972-73 and subsequent assessment years. 

106. Shares in new industrial companies. (xx) 
of Section 5(1) exempts from wealth-tax the value of shares 
held by the assessee in any company established with the 
object of carrying on an industrial undertaking in India, 
where such shares form part of the initial issue of equity 
share capital made by the company after 31-3-1964. The 
exemption is available for a period of 5 years commencing 
with the assessment year next following the date on which 
such company commences the operations for which it has 
been established. In the context of the improved climate 
for new equity issues of industrial companies, it is now 
proposed to withdraw this exemption in respect of shares 
forming part of an initial issue of equity share capital made 
after 31-5-1971. Such shares will, however, be included 
in the categories of investments which are exempt from 
wealth-tax up to the aggregate value of Rs 1,50,000 under 
the provision introduced last year. In respect of shares 
issued up to 31st May, 1971, the exemption will continue 
to be available as at present, without any ceiling limit. 

107. Financial assets qualifying for exemption from 
Wealth-tax. —Under a provision introduced by the Finance 
Act, 1970, exemption from wealth-tax is available in respect 
of the investments in specihed financial assets up to an aggre- 
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gate value of Rs 1,50,000. The categories of investmeuts 
qiMlifyiag for this exemption omuprise— 

• 

(a) Government securities, including small savings 
securities of the central government. 

(b) Fijied deposits with the central government as 
also in post offices on government account, and 
Recurring and Time Deposits in post offices. 

(c) Shares in Indian companies. 

(d) Notified debentures. 

(e) Units in the, Unit Trust of India. 

(f) Deposits with banking companies, including co¬ 
operative banks, land mortgage banks and! land 
development banks. 

(g) Deposits with approved financial corporations 
engaged in providings long-term finance for industrial 
development in India. 

It is now proposed to enlarge this list so as to include (i) 
shares in a co-operative society, and (ii) deposits made by 
a member of a co-operative society with the society (other 
than deposits made with a co-operative housing society by 
a member of the society to whom a building or part thereof 
is allotted or leased under a house building scheme of the 
society, which are proposed to be exempted from wealth-tax 
without any limit, to the extent such deposits have been 
made under the house building scheme of the society). 
Accordingly, in computing the exemption from wealth-tax 
up to Rs 1,50,000, these assets will also be taken into account. 

108. The exemption in respect of investments in speci¬ 
fied financial assets as explained in the preceding paragraph 
is presently available also to a discretionary trust which is 
chargeable to tax on its net wealth at the fiat rate of H% 
or at the rates applicable in the case of an individual, which¬ 
ever is higher. As this is not in consonance with the inten¬ 
tion underlying the provision made last year for the taxation 
of discretionary trusts in this manner, it is now proposed to 
withdraw the exemption in respect of these items of financial 
assets in computing the net wealth of a discretionary trust. 
However, it is being specifically provided that the exemption 
in respect of these assets will continue to be available in 
the case of discretionary trusts referred to in the proviso to 
Section 21(4), that is to say— 

(i) a testamentary trust; 

(ii) a non-testamentary trust created before 1-3-1970 
bona fide for the benefit of the relatives of the settlor 
or members of the Hindu undivided family which 
created the trust, where such relatives or members 
were mainly dependent on the settlor for their sup¬ 
port and maintenance; 

(iii) provident funds, superannuation funds, gratuity 
funds, pension funds and other funds created bona 
fide by a person carrying on a business or profession 
exclusively for the benefit of persons employed in 
such business or profession. 

109. The enlargement of the scope of financial assets 
qualifying for exemption from wealth-tax so as to include 
wares in co-operative societies and deposits by members 
with a co-operative society, as also the withdrawal of the ex¬ 
emption in respect of these assets in the case of discretionary 
trusts which are chargeable to tax at the flat rate of 


or at the rates applicable in'the case of an individual, which¬ 
ever is higher, will all become effective from 1-4-1972, i. e. 
for the assessment year 1972-73 and subsequent assessment 
years. 

110. Recovery of wealth-tax arrears. —Under Section 
32 of the Wealth-tax Act, the provisions of the Income>qax 
Act relating to recovery of arrears of income-tax are made 
applicable also for the purpose of recovery of arrears of 
wealth-tax and sums imposed by way of a penalty, fine 
and interest. In the context of the amendments proposed 
to be made in the Income-tax Act so as to vest in Tax Re¬ 
covery Commissioners appellate jurisdiction over orders 
of Tax Recovery Officers, a consequential amendment is 
proposed to be made in the Wealth-tax Act so as to confer 
on Tax Recovery Commissioners iurisdiction over appeals 
against orders of Tax Recovery Officers in proceedings for 
recovery of wealth-tax also. This amendment will take 
effect from 1-1-1972 from which date the relevant amend¬ 
ment to the Income-tax Act will become effective. 

VI. Proposed Amendments to Gift-tax Act 1958 

111. Conversion of self-acquired property by an individual 
into property belonging to the Hindu undivided family of 
which he is a member, —Under the Gift-tax Act, 1958, gift- 
tax is levied for every assessment year in respect of gifts 
made by a person during the previous year, i.e. the financial 
year immediately preceding the relevant assessment year 
or any other corresponding accounting year. The term 
“gift” is defined to mean the transfer by one person to 
another of any existing movable or immovable property 
made voluntarily and without consideration in money or 
money’s worth and to include the transfer of any property 
deemed to be a gift under Section 4 of that Act. Although 
the expression “transfer of property” has also been given 
an extended meaning so as to cover certain transactions which 
would not ordinarily be comprised within that term, it was 
held by the Supreme Court in the case of Goli Easwariah 
V. Commissioner of Gift-tax, Andhra Pradesh that the act 
of conversion of separate jwroperty by a coparcener of a 
Hindu undivided family into property belonging to the 
family did not fall within the normal or even the extended 
meaning of the term “transfer of property” under the Gift- 
tax Act and hence such an act of conversion of separate pro¬ 
perty into Hindu undivided family property did not attract 
liability to gift-tax, 

tl2. With a view to closing this loophole for avoidance 
of gift-tax liability by using the device of converting self- 
acquired property into Hindu undivided family property, 
it is now propos^ to make a suitable amendment to the 
relevant provision in the Gift-tax Act for the purpose. 
Under the amendment, it is being provided that where a 
member of a Hindu undivided family converts his separate 
property into joint family property, he shall be deemed to 
have made a gift, in favour of the family, of so much of that 
property as the other members of the family would be en¬ 
titled to if a partition of the converted property had taken 
place immediately after such conversion. The definition 
of the term ”gift” is also being modified so as to include in 
it the tranfbr or conversion of any property referred to in 
Section 4, deemed to be a gift under that section. These 
amendments will take ^ect from 1st April, 1972 and will 
accordingly apply for the assessment year J 972-73 and 
subsequent years. 

113. Exemption of gifts made by charitable or religious 
institutions or /wnrfs.—Section 45 of the Gift-tax Act ex¬ 
cludes from the purview of that Act, inter alia, any gifts 
made by an institution or fund the income whereof is exempt 
from income-tax under Section 11 of the Income-tax Act. 
Under certain amendments made through the Finance 
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Act, 1970 to the provisions of Sections II and J3 of the 
Income-tax Act, charitable or religious institutions or funds 
may not qualify for exemption from income-tax on the 
whole or a part of their income in certain circumstances. 
Some of these circumstances arc (a) where the institution 
or fund fails to apply its income to charitable or religious 
puqposcs within the same year or within three months 
immediately following that year; and (b) where the insti¬ 
tution or fund makes investments in a concern in which 
the founder of the institution or fund and his relatives have 
a substantial interest and the investment does not exceed 
5% of the capital of such concern. As it is not the intention 
that gifts made by a charitable institution or fund which 
would comprise the application of its income to the charitable 
or religious purposes of the institution or fund) should 
be brought within the purview of liability to gift-tax in these 
circumstances, it is now proposed to make a clarificaiory 
amendment in Section 45 of the Gift-tax Act to bring out this 
intention. Under the amendment, it is being provided that 
a charitable institution or fund will not forfeit the exemption 
from gift-tax in respect of gifts made by it merely because— 
(a) subsequent to the gift, any income of the institution or 
fund becomes chargeable to income-tax due to non-com- 
pliancc with any of the provisions of Section 11 of the 
income-tax Act relating to the application of income during 
the accounting year itself; or (b) the institution or fund 
forfeits exemption in respect of a part of its income which 
arises from investments made in a concern in which the 
founder of the institution or fund or his relatives have a 
substantial interest, where the aggregate of the funds invested 
by the institution or fund in such a concern does not exceed 
5% of the capital of that concern. This amendment is 
being made retrospectively from 1st April. 1971 and will 
accordingly apply for the assessment year 1971-72 and sub¬ 
sequent years. 

114. Recovery of arrears of gif Utax ,—Section 33 of the 


Gift-fax Act applies for purposes of gift-tax the provisioDB 
of the Income-tax Act relating to recovery of arrears of 
income-tax. In the context of the amendment being made 
in the Income-tax Act so as to vest in Tax Recovery Com^ 
missioners jurisdiction to hear appeals against orders of 
Tax Recovery Officers, a consequential amendment is being 
made in the Gift-tax Act to vest such jurisdiction in respect 
of orders passed by Tax Recovery Officers in the course of 
recovery proceedings relating to gift-tax as well* This 
amendment will take effect from 1-1-1972 from which date 
the amendment to the Income-tax Act will also become 
effective. 

115. Drafting amendment to Section 5(1) of the GifUiax 
Act .—Section 5(1) of the Gift-tax Act relating to exemption 
in respect of certain gifts exempts, inter alia, gifts made to 
an institution or fund established for a charitable purpose, 
as also gifts made to any temple, mosque, gurdwara, church 
or other place of worship which has been notified by the 
central government for the purpose of the exemption 
under the Income-tax Act in respect of donations made for 
the repair or renovation of such places. These provisions 
in Section 5(1) of the Gift-tax Act presently refer to Section 
88 of the Income-tax Act. As Section 88 of the Income-tax 
Act has been replaced with effect from 1-4-1968, by Section 
80G. it is now proposed to make a drafting amendment to 
Section 5(1) of the Gift-tax Act so as to refer to the provis¬ 
ion in Section 80G of the Income-tax Act. These amend¬ 
ments are being made retrospectively from 1,-4-1968. 

VII. Proposed Amendments to the Companies (Profits) 
Surtax Act 

116. Rates of Surtax ,—Under the provisions of the 
Companies (Profits) Surtax Act, 1964, surtax is leviable on 
so much of the chargeable profits of a company as exceed 
the statutory deduction, at the rate or rates specified in the 
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Third Schedule to that Acc. The term “statutory deduction’* 
is defined to mean an amount ^equal to 10% of the capital 
of the company as computed in accordance with the prov¬ 
isions of the Second Schedule or an amount of Rs 2,00,000, 
whichever is greater. The r^c of tax presently leviable is 
25%. 

H7. It is now proposed to levy surtax in two slabs 
on the amount by which the taxable profits exceed the amount 
of the statutory deduction at the following rates : — 

(i) On the amount of such excess up to 5% of 

the amount of capital as computed in 
accordance with the Second Schedule .. 25% 

(ii) On the balance of such excess .. 30% 

This amendment will come into force with effect from 
J-4-1972 and will accordingly apply for the assessment year 
1972-73 and subsequent years. 

118. Recovery of arrears of surtax. —Section 18 of the 
Companies (Profits) Surtax Act applies for purposes of surtax 
certain provisions of the Income-tax Act, including the 
provisions relating to recovery of arrears of income-tax. 
In the context of the amendments proposed to be made in 
the Income-tax Act so as to vest in Tax Recovery Com¬ 
missioners jurisdiction to hear appeals against the orders 
of Tax Recovery Officers, it is proposed to make a conse¬ 
quential amendment to Section 18 of the Surtax Act so as 
to vest such Jurisdiction in respect of appeals in proceedings 
relating to recovery of surtax as well. This amendment 
will take effect from 1-1-1972 from which date the corres¬ 
ponding amendments to the Income-tax Act also come into 
effect. 

Vni. Miscellaneous Provisions 

119. Deposit Insurance Corporation.—Tho Deposit In¬ 
surance Corporation was set up under the Deposit Insurance 
Corporation Act, 1961 and came into existence on l-J-1962. 
Under Section 30 of that Act, the Corporation was exempted 
from taxation on its income for an initial period of 5 years 
covering its profits up to 3J-12-1966. This period was 
extended by 5 years, /. e. to cover profits of the Corporation 
up to 31-12-1971, by an amendment of Section 30 of that 
Act through the Finance (No. 2) Act, 1967. 

120. The Corporation has now embarked on an ambi¬ 
tious scheme of extending the coverage of insurance to the 
co-operative banking sector and also extending such coverage 
to a higher quantum of individual deposits than formerly. 
With a view to enabling the Corporation to build up its 
reserve funds to an adequate extent and also gain experience 
of the additional risks involved in extending its activities, 
as stated above, it is proposed to continue the exemption 
from taxation of the Corporation on its income for a further 
pcTit»d of 5 years. This will cover the profits of the Corpora¬ 
tion up to 31-12-1976. 

121. Housing md Urban Development Finance Cor¬ 
poration Private Ltd. —The Housing and Urban Development 
Finance Corporation Private Ltd is registered as a company 
under the Companies Act and is wholly owned by the 
government. The primary objective of the Corporation 
is to provide finances to state housing boards, etc. for 
accelerating housing and urban development programmes. 
The Corporation will concentrate, progressively, on the 
financing of programmes intended fbr housing the weaker 
sections of the community and will thus meet a pressing 
social need. With a view to enabling the Corporation to 
perform these functions cfTcctively and to build up its 
resources, it is proposed to make an independent provision 
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in the Finance (No. 2) Bill, 1971 so as to exempt firom 
income-tax and surtax the income of the Cottforation for 
a 10-year period covering the assessment years 1971-72 
to 1980-81 (both inclusive). 

122. Repeal of the provision in Section 2 of the Finance 
Act of 1971 relating to rates of Income-tax. —^As-thc provisions 
in the Bill relating to rates of income-tax seek to replace 
the corresponding provisions in the earlier Finance Act of 
1971 with retrospective effect from April 1, 1971, Section 
2 of the Finance Act, 1971 is proposed to be repealed. 


CUSTOMS 

The proposals include :— 

(a) modification in the rates of basic customs duty on 
various imported articles as a measure of simpli¬ 
fication and rationalisation of the rate structure; 

(b) fixing of suitable rates of basic customs duty on 
certain articles released from bindings under the 
General Agreement on Tariffs and Trade secured 
by offer of fresh bindings of a much lower order. 

2. (a) Statu.s quo is, however, being maintained in 
respect of the following items, among others:— 

(i) All articles which were already liable to a 
duty of 100 per cent ad valorem or higher; 

(ii) Articles on which the rates of duty are 
bound under the General Agreement on 
Tariffs and Trade; 

(iii) Articles subject to protective duties; 

(iv) Sulphur; 

(v) Fertilizers and pesticides; 

(vi) Raw cotton and raw jute; 

(vii) Raw cashew nuts; 

(viii) Rapeseeds; 

(ix) Soya bean oil; 

(x) Newsprint; 

(xi) Raw hides and skins; 

(xii) Family planning accessories; and 

(xiii) Educational and research material. 

(b) The rate of duty on all items of machinery (includ¬ 
ing those for projects) and certain other articles 
whose rates of duty are related to the machinery 
rate has been fixed at 30 per cent ad valorem. 

3. The overall gain in revenue as a result of ttoe 
changes after adjustment of the loss as a result of the fixation 
of the •rate at 30 per cent ad valorem referred to in 2(b), 
is estimated at Rs 6,000 lakhs. 

4. Details of the increases in duty where the additional 
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n>venuc is expected to be Rs 100 lakhs or more during a full of Rs 6400 lakhs for a full year made up as under: 
year are given in Table 1. 


* Gain due to increase in basic import duties 

5. Additional revenue amounting to Rs 400 lakhs is also Gain due to increase in additional duties (coun- 

expected firom additional duties (countervailing duties) on tcr\ailing duties) 
imi^rted goods corresponding to increases/lcvies of central Loss due to reduction in basic import duties 
excise duties. Details of these arc given in Table TI. 


6. There will thus be a net increase in customs revenue 


Net gain 


Rs lakhs 
(+) 6740 

(+)400 

(-)740 

(+)6400 


Tabu I 


SI. Item No. in the 
No. Import Schedule 
to the Indian 
Tarifl' Act 


Brier description of goods 


Present elfcetive 
rate of diitv 


Proposed effecti>c Additional revenue 
rate of duty expected (-f*) or loss 

likely to be in¬ 
curred (—) per an¬ 
num (Rs lakhs) 


(0 

(2) 

(3) 

(4) 

(5) 

(6) 

1 . 

46(2) 

Wool raw and wool tops 

Nil 

40% 

(4-) 788 
(+) 561 

2. 

46(6) 

Staple fibre excluding yarn 

25% 

100% 

3. 

63 and sub- 

Iron and Steel material 

• 27 J% 

30% 

(+) 706 


items 

(15% 

in few cases) 

(Steel tin plates and 





tinned sheets 40%) 


4. 

64(2) 

Copper, unwroiigla 

Nil 

30% 

(4) 1485 

5. 

67(3) 

Lead ingots, pigs and scrap 

Nil 

40% 

( 4 ) 320 

6. 

68(1) 

Zinc, imwroughl 

Nil 

40% 

( 4 ) 380 

7. 

72 

Agricultural tractor and parts 

Nil 

30% 

( 4 ) 450 


72A 

Machinery required for initial set- 

271% 

30% 

( 4 ) 300 


75 (9), (10), 
(11), (12) etc. 


ting up of projects or for sub¬ 
stantial expansion of existing 
projects 

Motor vehicle pa its 


60% (StaiKlard), 
52*% (UK) 


100% (Standard), 
921% (UK) 


10. Various 


Generally 271 %, 40%, 60%. 100% 

35%, 50% and 60% 


Total additional revenue in a full year 
Loss on account of reduction in duty on machinery'] 
in general and certain other articles from 35% to > 

30%. , , J 

Loss on account of new OATT concessions i 

Net additioal revenue in a full year t 


(- ) 729 


(-) n 


(+) 660 
(+) 1090 
(+) 6740 


(-) 740 
(-) 6000 



27 (6) 

72 

Various 


Motor Spirit 
Agricultural tractors 
Others 


(+) 100 
(+)200 
(+)100 


TOTAL 


(+) 400 
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Tariff Item Commodity Unit 

Rate of duty 
(Basic) 

Estinutted addl.' 
revenue is one 

fllll 

No. • 

No. 

Existing 

Proposed 


1 

2 3 4 

5 

6 

7 


1. IE 

2. IF. 

3 . 6 


4. IIA 


6 . 


7. 


Ilfi 

lie 

14AA 


A —Cluioges Proposed by Bill 

Glucose and dextrose 


Maida (produced in rol¬ 
ler flour mills) 


Motor spirit 

Effective rates of duty 

(i) Motor spirit 

(ii) Certain special boil¬ 
ing point spirds 


Bicarbonate of soda 
Bichromates of pota¬ 
ssium or sodium 


6) Hydrogen peroxide 

7) Potassium permanga¬ 
nate. 


The tariff description is proposed to be amended 
to include “preparation" also. 

Kilogram .. lOpaisc 

I'his new levy has been proposed as a revenue mea¬ 
sure. The centre's share of the revenue realisa- 
lion will be utilised to meet the cost of the pro¬ 
gramme for children's health and nutrition. 

Kilolitre Rs 720.00 Rs 920 00 


Kilolitre 

Kilolitre 


Rs720.00 
Rs 45.00 


Rs 920.00 
Rs 845.00 


Petroleum products. n4>i 
otherwise specified. 

(1) Mineral turpentine 
oil 


(2) Liquefied petroleum 
gas (L.P.G.) 

(3) Others 


Compounded lubricating 
ails and greases 

1 alcined petroleum cake 


Chemicals namely 

1 

2) { As existing 

3) 

4) 

5) 


10% valorem 
10% <!</ valorem 


W% ad valorem 
10% ad valorem 


(Rs lakfas). 
12 
1092 

4825 


4320 

505 

is 25 


While the increase in duty on motor spirit is a 
revenue measure, the increase in duty on certain 
boiling point spirits is to ensure parity in the sell- 
ingpriceofsuch spirits with that of motor spirit 
so that incentive for using such S.B.P. spirits for 
adulteration of motor spirit to avoid the higher 
duty incidence is taken away. 


20% rahrem 20% ad valorem 
plus Rs 100.00 
per metric tonne. 

20%' ad valorem Rs 250.00 per 
metric tonne. 

20% ad valorem 20% ad valorem 
The increase in (1 > is to take away the incentive for 
adulteration of kerosene with mineral turpentine 
oil. The increase in (2) is a revenue measure. 

There is no change in the rate of duty against (3). 

20% ad valorem 


20%, ad valorem 

riicsc new levies have been proposed as a revenue 
measure. 


iia 


900 

40 

65 


The new items at S. No. 4 to 7 above arc prmosed to 
be levied to excise duty as a revenue mwure* 
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1 2 3 4 3 6 7 


8. 14F 


9. 15.1 


10. ISA 


11. 16A 


(Rs lakhs) 

Cosmetics and toilet pre- 25% ad valors 25% ad valorem 102 * 

parations. (Tariff des* 
cription amended to 
include lipsticks, per¬ 
fumed hair oils and 
shampoos). 


Effective rates of duty 


(i) Preparations for the 
care of the skin, etc. 
including lipsticks, 
(ii) Preparations for the 
care of the hair— 

(a) Hair lotions, 
creams and 
pomades. 

(b) Perfumed hair 
oils. 

(c) Shampoos 


25 % ad valorem 25 % ad valorem 


25% ad valorem No change 

\^yo ad valorem 
20% ad valorem 

Note —The existing special excise duty of 20% of 
the basic duty continues. 

It is a revenue measure. Relief in duly has been 
provided for smaller manufacturers of lipsticks, 
perfumed hair oils and shampoos. 


Soap 

(produced with the 
aid of power) 

(1) Household and laun¬ 
dry sOap ^ 5%q 4 valorem No change 

(2) Other sorts 9.5% ad valorem \2.5%ad valorem 


Note:—The existing special excise duty of 20% of 
basic duty continues. 

li is a revenue measure. The increase in duty will 
not affect household and laundry soap. 

2. It is also proposed to grant relief (by notification) 
in duly on soapusing specified percentage of Ncem, 
Karanj, Kusumand Sal oils in manufacture, with 
a view to encourage the use of such minor oils in 
soap manufacture and to reduce the pressure on 
usage of imported tallow and oils. 


162 


Plastics, ail sorts 

(a) Tariff description amended to increase the basic rate of 
duty to 40 % ad valorem on— 

(i) polyurethane foam and 

(ii) articles made of polyurethane foam. 

(b) Basic duty on rigid plastic (excluding P.V.C.) boards, sheeting, 
sheets and films raised from 20% to 25% ad valorem (by notifi¬ 
cation). 

(c) Flexible P.V.C. sheets used in the further manufacture of 
leather cloth exempted (by notification). 

Note:—Existing special excise duty of 20% of basic duty continues. 

Proposals at (a) and (b) above are revenue measures. 

(c) is a measure of relief. 

Rubber products 240 

(1) Latex foam sponge 20% ad valorem 40% ad valorem 

(2) Unhardened plates, 20% ad valorem 25% ad valorem 

sheets etc. of rubber 

Note—The existing special excise duty of 20% of the basic 
duty continues. 

It is a revenue measure. 
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12. 

22C 

Linoleum 

13. 

22D 

Ready-made garments 

• 


produced with the aid 



of power. 

14. 

22E 

Typewriter and similar 


15. 23 A 


ribbons 


Glass and glassware— 

(1) Sheet glass and plate 
glass 

(2) Other glassware in¬ 
cluding tableware 


f 20% ad valorem 
10% ad valorem 


.. 10% im/ w/orew 

These new levies arc proposed as a revenue measure. 

The levy on ready-made gaiments will (by notifi¬ 
cation) be confined only to those which arc sold 
under a brand name or a registered trade mark; 
further relief has been provided (by notification) 
for smaller manufacturers of such ready-made gar¬ 
ments. Only specified garments liable to duty. 

10% valorem 15% ad valorem 

\5% ad valorem 20% ad valorem 

Notf The existing special excise duty of 20% of 
the basic duty on sheet and plate glass 
continues. 

It is a revenue measure. 


(Rs iakh$) 

34 

250 


Chinaware and poroe- 
lainware, all sorts 

(1) Tableware 

(2) Not otherwise speci¬ 
fied 


Mosaic tiles (produced 
with the aid of power) 


Aluminium 


Motor starters 


15 % ad valorem 
10% ad valorem 


20 % ad valorem 
20 % ad valorem 


Note:— These items continue to be exempted from 
special excise duty. 

It is a revenue measure. 

\0% ad valorem 

This new levy has been proposed as a revenue mea¬ 
sure. Relief has been provided (by notification) 
for smaller manufacturers. 

A fresh sub-item is proposed to be inserted for “con¬ 
tainers made of aluminium” for clarification and 
for removal of doubts. 

It has no revenue significance. 

XOYo ad valorem 

This new levy has been proposed as a revenue mea¬ 
sure. Relief has been provided (by notification) 
for smaller manufacturers of these articles. 


20. 32 Electric lighting hulbs and 126 

Fluorescent lighting 
lubes 

(1) Vacuum and gas filled 11 % valorem 20% ad valorem 

bulbs 

(2) riuorescent lubes 20% ad valorem 30% ad valorem 

• (3) Sodium and mercury 6% ad valorem 10% ad valorem 

vapour discharge lamps 

(4) All sorts, not other- ]6%ad valorem 25% ad valorem 

wise specified 

It is a revenue measure. 

2. All types of bulbs and flourescent tubes except 
bulb.s of the type commercially known as “miniature 

• lamps” are proposed to be exempted from special 

excise duty. 

3. Vacuum and gas filled bulbs not exceeding 60 watts 
will continue to pay the same duty as at present 
(i.e. 11 % ad valorem), 

4. Miniature lamps will continue to pay duty at pre¬ 
sent concessional rates. 
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21 . 


33 


22 . 

23. 

24. 

25. 

26. 


33E 

34A 

34B 

37B 

37C 


Electric fan (tariff des¬ 
cription amended to 
include industrial fans 
also). 

(2) Table, cabin etc. fans 
not exceeding 40.6 
centimetrea 

(2) Industrial Tans 

(3) Not otherwise speci¬ 
fied. 


Electricity supply meters 
Motor vehicle parts and 
accessories 

Fork lift trucks and plat¬ 
form trucks 

Cinematograph projectors 
Photographic cameras 


(Rs lakhs) 
84 


27. 

41 

Crown corks 

28. 

42 

Pilfer proof caps 

29. 

44 

Sparking plug 

30. 

46 

Metal containers 

31. 

49 

Rolling hearings 

32. 

50 

Welding electrodes 

33. 

51 

Coated abrasives and 
grinding wheels (pro¬ 
duced with the aid of 
power) 

34. 

52 

Bolts and nuts and screw 
(produced with the aid 
of power) 

35. 

53 

Zip or slide fasteners 

(1) complete 

(2) parts thereof 

36. 

54 

Pressure cookers 

37. 

55 

Vacuum flasks, etc. 

(1) complete 

(2) parts thereof 

38. 

56 

Playing cards 

39. 

57 

Camphor 

40. 

58 

Menthol 

41. 

59 

Electric insulation tapes 
(produced with the aid 
of power) 

♦2. 

60 

Adhesive tapes, not other¬ 
wise specified (produ¬ 
ced with the aid of 
power) 


No change 


— 10 1^0 valorem 
8.5 % Of/ valorem 10% ad valorem 

Note —The existing special excise duty of 20% of 
basic duty continues. It is a revenue measure. 

— 10% ad valorem 

— \0% ad valorem 

— \0% ad valorem 

— 20 % ad valorem 

— 20 % orf valorem 

These new levies have been proposed as a revenue 
measure. The levy on motor vehicle parts will for 
the present be confined (by notification) to certain 
specified items; those when intended for use as ori¬ 
ginal equipment will not have to bear this duty. 
Per piece One paisa Two paisa 

Per piece One paisa Two paise 

It is a revenue measure. 

Sparking plug 

This item is being deleted from this entry as it would 
henceforth fall under the new Tariff Item No. 34A 
and will continue to pay the same duty under the 
new item read with the relevant notification. 

The change in the tariff description is for the purpose 
of clarifying its scope and is in line with the change 
made in Tariff Item 27. 

— \0%^ ad valorem 

— \0yf, ad valorem 

— \0y(^ ad valorem 


\0y^ ad valorem 


20 % ad valorem 
25 yo ad valorem 
20% ad valorem 

15% ad valorem 
20 % ad valorem 
20% ad valorim 
10% valorem 
10% ad valorem 
10% ad valorem 


10% ad valorem 


These new levies have been, proposed as a revenue 
measure. Relief has been provided (by noti- 
j^catiQU) for smaller manufacturers of rolling bear¬ 
ings, welding electrodes, bolts and nuts and screws, 
Zip or slide fasteners and playing cards. 


120 

160 

40 

24 

18 


160 

65 


(-■)I5 


220 

90 

83 


250 

20 


60 

44 


45 

21 

15 

10 


15 
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S. Tariff item Commodity 
No. No, 


Rate of duty 
(Basic) 


Existing 

5 


Proposed 

iT 


1. AU(2) 


Cigarettes 


25% ad valorem ISy^ad valorem 




BstunatedaddL 
rettonue in one 
fun year 


(Rs lakhs) ' 
3948 


Effective rates of duty 

Value per 1000 

Exceeds Does not 
exceed 


Basic 

Special Additional 

Basic 

Special Additio 




140% 

28% 

70% 

125% 

25% 

24% 

135% 

27% 

60% 




95% 

19% 

30% 

80% 

16% 

15% 

90% 

18% 

25% 

42.5% 

8.5% 

5% 

60% 

12% 

10% 


19.1(2) 


♦Note — The existing limit of Rs 9.50 is being raised to 
Rs ’IO 00) 

The proposal is to re-group cigarettes for the purpos of assessment to duty 
into five groups as against the present three groups. 

It is a measure to raise additional revenue partly for the state in pursuance of the 
decision at the National Development Council and partly for the centre. 

Cotton fabrics 
Others 



Raise 

Raise 

(a) Superfine Sq. metre 

15.5 

25.0 

(b) Fine 

9.6 

15.0 

(c) Medium-A 

4.8 

6.0 

(d)Medium-B ,, 

4.8 

6.0 

(c) Coarse 

3.6 

4.0 

(f) Cotton fabrics, not 

15.5 

25 0 

otherwise specified 



duty 



(1) cotton fabrics 



(a) Superfine Sq. metre 

15.5 

25 0 

(b)Fine „ 

9.6 

15.0 

(c) Medium-.\ ,, 

4.8 

6.0 

(d)Medjum-B 

4.8 

6.0 

(e) Coarse 

3.6 

4.0 

(f) Colton fabrics, not ,, 

15.5 

25.0 

otherwise specified. 



(2) Malimo type and non- „ 

7.2 

8.0 

woven bonded fabrics 



(3) Fents 



(i) Superfine Kilogram 

22.0 

40 0 

(ii) Fine 

22.0 

30.0 

(iii) Medium-A 

4.4 

5.0 

(iv) Medium-B „ 

4.4 

5.0 

(v) Coarse 

4.4 

5 0 

(vi) Malimo type and 

4.4 

5.0 


non-woven bonded 
fabrics. 


It is a measure to raise additional reveni^e for the 
states in pursuance of the decision at the National 
Development Council. 

(Notes: - For changes by Notification, SI. No. 9, 
Part D may be seen.) 
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5. Ibiiritttn 

No. No. 

Commodify 

Unit 

Rate of ^fy 
(Basic) 

Estimated addl. 
revemmin one 
fbOyear 



Exbting 

Proposed 

1 2 

3 

4 

5 

6 

7 


Refined diesel oils and 
vaporizing oil 

•Kilolitre 

is 400.00 
(ceiling rate) 

Rs500.00 
(ceiling rate) 

(Rs lakhs) 


Note:—No change in the present elfective rates of additional excise duty. 


It is proposed to increase the ceiling rate to provide an adequate cushion for 
mopping up any price reductions and cost and freight accumulations as and 
when they occur. It has no immediate revenue significance as there is no 
change in the present effective rate of additional excise duty which is fixed by 
notinntion. 


1. IB 


2. 13 


D-CHANOES PROPOSED BY NOTIFICATIONS 

Prepared or preserved 10% ad valorem 10% ad valorem 12 

foods The notification specifying the excisable items has 

been amplified to include bottled or canned and 
dehydrated (packed in cans or foil pa^ets) vege¬ 
tables. 

Vegetable product (—)33 

It is pressed to increase the present <}uantum of 
relief in duty for vegetable prMucts using a mini¬ 
mum specified percentage of cottonseed oil in its 
manufacture, ^e same concession is being ex¬ 
tended to vegetable products when rice-bran ml 
is used in its manufacture. 

This proposal is intended to encourage the use of 
these oils in the manufacture of vegetable product 
in substitution of other edible oils. 


3. 1AB Sodium silicate 

4. 14H Oases 

5. ISAA Surface active agents 

Effective rates of duty 


25% ad valorem 15% ad valorem 

It is a measure of relief to the sodium silicate 
industry. 

It is proposed to withdraw the exemption from duty 
hitherto granted to oxygen, chlorine, ammonia 
and refrigerant gases. 

Ammonia gas used in fertilisers and oxygen for medi¬ 
cinal use is however proposed to be exempted. 
Certain other uses of oxygen, chlorine and ammonia 
will-also get the benefit of exemptions. 

10% ad valorem 10% ad valorem 


Surface active agents 


6. 

18 

18A 

Rayon and synthetic 
fibre and yam and 

Cotton yam 

7. 

18B 

Woollen yam, all sorts, 
including knitting Wool 



(1) Worsted yarn— 

M of 48 b and more 
of less than 48s 



(2) Other 


25 paise per 10% od valorem 
Idbgram 

It is a revenue measure. 


It is proposed to withdraw the present concession in 
duty to staple fibre of cellulosic origin of 1.5 de¬ 
nim and atove used in spinning of yam in admix¬ 
ture with cotton. 



7i% ad valoremli% ad valorem 


(-)84 

190 


130 


62 


120 
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EfEBctive rates of daty 


Woollen yarn 

(1) Worsted yarn 

(a) hand-knitting 

(0 Orcy 

(I'O Processed and/or dyed 

(b) Hair belting yarn 

(c) Others 

(i) of 48s and above 
07) of above 24s but below 48s 
(Hi) of 24s and below 

(2) Shoddy yarn 

(3) Yarn made from tannery wool or strip¬ 
ped wool 

(4) All others 


(Rs lakhs) 


Rsper 

kilogram 


Tariff Value 
(Rsper 
kilogram) 


Rate (ad 
valorem) 


0.60 

27.50 

3.5% 

2-40 

55.00 

9.5% 

0.60 

27.50 

2.0% 

7.50 

56.50 

14.5% 

3.15 

46.50 

8.5% 

0.60 

27.50 

3.5% 

0.40 

7.50 

5.5% 

0.40 

7.50 

5.5% 

0.60 

13.50 

7.5% 


Ft is a revenue measure. 

Special excise duty at 33i % of basic duty will continue to be chargeable. 

Cotton fabrics 
produced by powerlooms 

compunded rates of duty 
(by notiheation) 


Where powerlooms installed- 
are 


If the duty is paid 


(~)47 


If the duty is paid 


►re than 

not more than 

Per Qr. 

Per year 

Per Qr. 

Per year 



(In rupees per powerloom installed) 

_ 

4 

13 

50 

2.50 

10 

4 

24 

40 

150 

20 

75 

24 

49 

80 

300 

40 

150 


Relief is being given in the compounded levy specially to the smaller units 
which have not more than four looms installed. 


Cotton fabric 


(a) 1911 

(b) 20(2) 

(c) 21(2) 

(d) 22(2) 


Processing done Concession available to processing done without the 

without power or aid of power or steam is being rationalised, 

steam (by notifica¬ 
tion) 

Embroidery, in the 
piece, in strips, or 
in motifs etc. 

Cotton r —,^5 

Silk J. 

Woollen 

Rayon or artificial silk (-*)15 

(i) Effective rate reduced to 5% ad valorem. 

(i) Tariff values wherever applicable have been withdrawn. 

(iii) Compounded rates of duty based on metre-basis wherever applicable, 
have been reduced. 

Cement 21% 21% 48 

ad valorem ad valorem 


M15 


Effective rates of duty 

Cement 


19.8% 20% 

ad valorem ad valorem 

The rate has been suitably rounded off. 

Special exciseduty at20%<^basicduty willconlmueto be chargtoUe. 
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29A Evaporative type coolers 

Effective rate of dwy 

Evaporative type coolers 


40 ®^ 

ad valorem 


40% 

ad \'alorem 
25% 

ad valorem 


(Rs lakhs) 
20 


Electric wires and cable 


It is proposed to withdraw the exemption in respect of evaporative 
typecoolers and subject them to 25% advalorem. They will, however, 
be exempted from special excise duty. 

ISO 

It is proposed to withdraw the existing concesssion in duty on copper 
contents of certain types of electric wires and cables to induce econo¬ 
my in the use of copper. 


34(3a) Traaors, including agri¬ 
cultural tractor 
Effective rates of dotys 

Tractors including 
agricultural tractor 

(i) of Draw Bar Horse 
Power 50 and below 

(ii) of Draw Bar Horse 
Power exceeding 50 

(a) for agricultural purposes 

(b) others 


10 % 

ad valorem 


10 

ad valorem 


ad valorem 


10 % 

ad valorem 


10 % 

ad valorem 

10 % 

ad valorem 


Note —tractors covered uD4cr (i) and (ii) (a) above will continue to be 
exempted from special excise duty, those covered under tj (b) will conti¬ 
nue to pay special excise duty as at present. 


It is a revenue measure. 


15 , 43 Wool tops 

Effective rate of duty 

Wool tops 


Kilogram 


Rs 5.00 


Rs 5.00 


Kilogram Rs 2.45 Rs 3.55 

A quantum of the duty incidence which would otherwise have been 
by woollen yam has been transferred to wool tops. 


ABSlTtACr— ClJfTRAL EXCISE 


(Rs lakhs) 


S. Tariff 
No. Item 
No. 


Commodity 


Estimated additional revenue in one full year 

Basic excise Special excise Additional excise 1 
duty duty duty in lieu of 

sales tax 





(•+) 

(-) 

{+) 

{-) 

(+) 

(-) (+) 

(-) 



1. Existing Items 








1. 

IB 

Prepared or preserved foods 

12 

— 

— 

— 

— 

— 12 

— 

2. 

IE 

Glucose and dextrose 

12 

— 

— 

— 

— 

— 12 

— 

3. 

411(2) 

Cigarettes 

1665 

— 

333 

— 

1950 

— 3948 

...» 

4. 

6 

Motor spirit 

4825 

— 

— 

— 

— 

— 4825 


5. 

llA 

Petroleum products not otherwise spe¬ 










cified 

110 

— 

— 

— 

— 

— 110 

— 

6. 

13 

Vegetable product^ 

— 

33 

— 

— 

— 

— — 

33 

7. 

I4AA 

Chemicals 

65 

— 

— 

— 

— 

— 65 

—- 

8. 

14BB 

Sodium silicate 

— 

84 

— 

— 


, — 

84 

9. 

I4F 

Cosmetics 

85 

—, 

17 

— 

— 

102 

— 

10. 

14H 

Gases 

190 

— 

— 

— 

— 

— 190 

— 

n. 

151 

Soap 

135 

— 

27 

— 

— 

162 

— 

12. 

15A 

Plastics 

50 

— 

10 

— 

— 

— 60 

—. 

13. 

15AA 

Surface active agents 

130 

— 

— 

— 

— 

— 130 

— 

14. 

16A 

Rubber products 

200 

— 

40 

— 

— 

— 240 

— 

15. 

ISA 

Cotton yarn 

62 

— 

— 

— 

— 

— 62 

— 

16. 

18B 

Woollen yarn 

90 

^— 

30 

— 

— 

— 120 

— 

vn 

19 

Cotton fabrics 

— 

22 

— 

— 

580 

— 558 

— 


(Comd,) 
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. (Rs. lakhti) 


S Tai i.f Commodity Estimated additional revenue in one full year 


No. 

• 

. itCH) 

No. 


Basic excise 
duty 

Special excise 
duty 

Additional excise 
duty in lieu of 
sales tax 

Total 






(-) 

(+) 

1-) 

(+1 

(~) 

{+) 

(-) 

n. 

22(2) 

Art silk fabric^i 

— 

15 

— 

-- 

— 

— 

— 

15 


23 

Cement 

40 

— 

8 

— 

— 

— 

48 

— 

20, 

23A 

Glass ami glassware 

240 

— 

10 

. 


— 

250 . 

— 

21. 

23B 

Chinaware 

125 


— 

— 


— 

125 

— 

22. 

29A 

Lvaporalive type coolers 

20 

— 

— 

" — 

— 

— 

20 

— 

23. 

32 . 

Electric bulbs 

158 

— 

— 

32 

— 

— 

126 

— 

24. 

33 

Electric fans 

70 

— 

14 

— 

— 

— 

84 

— 

25. 

33 B 

Electric wires and cables 

150 

— 



— 

— 

150 

— 

26. 

34 

Motor vehicles 

400 

— 

— 

— 

— 

— 

400 

— 

27. 

41 

•Crown corks 

160 


— 

— 

— 

— 

160 

— 

28. 

42 

Pilfer proof caps 

65 

— 

— 

— 


— 

65 

— 

29. 

43 

Wool tops 

no 


. 

— 


— 

no 


30. 

44 

Sparking plugs 

— 

15 

— 

— 

—. 

— 


15 



11. New Items 









1. 

IP 

Maida 

1092 

— 

— 


— 


i'Q92 



IIB 

Compounded lubricating oils Sl grease> 

900 

— 

— 


— 

— 

900 

— 

3. 

lie 

Calcined petroleum coke 

40 

— 

— 

— 

-- 

— 

40 

— 

4. 

22C 

Linoleum 

34 

— 

— 

— 

— 

— 

34 

— 

5. 

22D 

Ready-made garments 

250 

— 

— 


— 

— 

250 


6 

22E 

Typewriter ribbons 

10 

— 

— 

— 

-- 

— 

10 

— 

7 

23D 

Mosaic tiles 

65 

— 

— 

— 

— 

— 

65 

— 

s! 

30B 

Motor starters 

75 

— 

— 


— 


75 


9. 

33E 

Electricity supply meters 

120 

— 

— 

— 

,,, 

— 

120 

— 

10. 

34A 

Motor vehicle parts and accessories 

160 

— 

— 

— 

— 

— 

160 

— 

n. 

34B 

Fork lift trucks and platform trucks 

40 

— 

— 


— 

— 

40 

—. 

12. 

37B 

Cinematograph projectors 

24 

— 

— 

- 

— 

— 

24 

— 

13. 

37C 

Photographic cameras 

18 

— 

— 

— 

— 


18 

— 

14. 

49 

Rolling bearings 

220 

— 

-- 

— 

— 

— 

220 

— 

15. 

50 

Welding electrodes 

90 

— 


— 

— 

— 

90 

— 

16. 

51 

Coated abra*sives and grinding wheels 

83 

-. 



— 

— 

83 


17. 

52 

Bolts and nuts and screws 

250 


— 

— 

— 

— 

250 

— 

18. 

53 

Slide/zip fasteners 

20 

— 

— 

— 

— 

— 

20 

.— 

19. 

54 

Pressure cookers 

60 

— 

— 

— 

— 

— 

60 

— 

20. 

55 

Vacuum flasks 

44 

— 

— 

— 

— 

— 

44 


21. 

56 

Playing cards 

45 

— 

— 

— 

— 

- . 

15 

.... 

22. 

57 

Camphor 

21 

— 

— 

— 

— 

— 

21 

— 

23. 

58 

Menthol 

15 

— 

— 

— 

— 

— 

15 

— 

24. 

59 

Electric insulation tapes 

10 

— 

— 

— 

— 

— 

10 

.... 

25. 

60 

Adhesive tapes, n.o.s. 

15 

— 

— 

— 

— 

— 

15 

— 



Total 

12870 

169 


489 

32 

2530 

15835 

147 


SUMMARY 

(Rs in lakhs) 

States’ share Centre’s share Total 


(a) Basic excise duty 

2564 

10137 

12701 

(6) Special excise duty 

— 

457 

457 

(c) Additional excise duty in lieu of sales tax 

2494 

36 

2530 

For one full year 

5058 

10630 

16588 

For the remaining part of 1971-72 

4257 

8937 

13194 






YES I 

V(Hi can obtain 
Product Improvemont 
with Cost Roductlon 
in your industry 
with 






Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin* 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, teas, 
teds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
Industry? It will pay you handsomely to 
do so I Please write to: 


. MMUSTANMaMNIUM 
COSPOMTISN LTD. 

Weriit: (TenukooL U.P. 
OmcM: BOMBAY 
OllHkCALCUTTA-MAORAS 




1123 
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THE RIGHT KIND 

OF CLOTH/ 



SPECIALITIES; 


SUITINGS 

ROLLER a 

1 

SHIRTINGS 

1 SCREEN PRINTS 

1 

UN05 

TAPESTRIES 

POPLINS 

DHOTIES 

TOWELS 

i SAREES 

ETC. 

ETC. 




SPECIAL budget NUMBER 


1125 


June II,* 1971 

^ FOREIGN TRAVEL TAX 

Chapter VII of the Finance Bill contains enabling provi* 
sions for levy of a tax on foreign travel by air or by sea. 
The salient points of the contemplated taxation measure 
which will come into force from a date to be notified after 
the Bill is enacted, arc set out below. 

• (/) The sututory rate will be 20% ad valorem on the 
fare paid in rupees whether the tickets be one way 
or return. The definitions in Clause 44 and the 
charging provision in Clause 45 of the Bill have been 
drafted with this aim in view. Further journeys 
abroad from the initial point to which the ticket 
has been purchased would also bear the tax if the 
tickets for such further journeys are paid for in 
rupees- By restricting the levy to purchases to 
tickets made only in rupees, foreign tourists, Indians 
domiciled abroad and other persons holding tickets 
purchased in foreign currency would automatically 
be kept outside the scope of the present levy. 

(//) The liability to payment of tax has been fixed on 
the carrier. Agents or representatives who book 
tickets on behalf of airlines operating in the country, 
or airlines not operating in the country or agents 
acting on their behalf who book tickets for inter¬ 
national passengers which are paid for in Indian 
currency, would have to ensure that the tax is col¬ 
lected from the passenger and credited to govern¬ 
ment through the carrier for whom they may be 
acting as agents or representatives. 

<//7) Clause 46 of the Bill provides for any class or classes 
of passengers or any category or categories of pass¬ 
engers belonging to a particular class being exempted 
from the levy or enabled to pay at a rate that might 
be decided upon by the government. It also pro¬ 
vides for relief in deserving individual cases. 

(/v) The intention is to exempt students who go abroad 
for studies or technical courses whether foreign 
exchange is released for them by the Reserve Bank 
or they do not ask for foreign exchange but are 
otherwise eligible for it, as well as scientists going 
abroad for attending scientific, conferences. 

(v) Provision will be made by the issue of appropriate 
notifications and rules in relation to airlines olfering 
concessional fares or undertaking group bookings at 
concessional rates or charter flights. 

(yi) All these and other details of procedural controls 
will need detailed formulation and when decided 
can be given effect by the central government 
in exercise of the rule-making provisions contained 
in the Bill. The rules will also provide for appellate 
remedies, refunds of excess levies, recovery of short 
levies and penalties to be imposed for contraven¬ 
tions. 

{yii) There is also a provision for laying the rules and 
notifications made under the provisions before both 
Houses of Parliament. 

i viii) The authority for administering the tax by way of 
regulations in the matter of procedure and in pur¬ 
suance of the rules made by the central govern- 
ment,would he the Central Board of Excise and Cus¬ 
toms. 

(^x) The estimated yield from this is expected to be about 
Rs 7.00 crores in the current year. 


ANNEXURE A 

STATEMENT wSHOWlNG IN SELECTED CASES TAX 
(INCLUDING SURCHARGE) PAYABLE AND AS A 
PERCENTAGE OF TOTAL INCOME, ON TOTAL 
INCOMES RANGING FROM Rs 5,000 TO 
Rs 10,00,000 

(Assessment year : 1971-72) 


Income 

Tax 

Amount 

Percentage 

Rs 

Rs 


5,000 

_ 


6,000 

110 

1.83 

7,000 

220 

3.14 

8,000 

330 

4.12 

9,000 

440 

4.89 

10,000 

550 

5.50 

12,000 

924 

7.70 

14,000 

1,298 

9.27 

15,000 

1,485 

9.90 

16,000 

1,738 

10.86 

18,000 

2,244 

12.47 

20,000 

2,750 

13.75 

24,000 

4,070 

16.96 

25,000 

4,400 

17.60 

30,000 

6,600 

22.00 

36,000 

9,900 

27.50 

42,000 

13,420 

31.95 

48,000 

17,380 

36.21 

60,000 

25,300 

42.17 

72,000 

34,540 

47.97 

90,000 

48,950 

54.39 

1,00,000 

57,200 

57.20 

5,00,000 

4,25,700 

85.14 

10,00,000 

8,93,200 

89.32 . 

ANNEXURE B 


INCOME TAX PAYABLE IN THE CASE OF AN INDI¬ 
VIDUAL, HINDU UNDIVIDED FAMILY, UNREGIS¬ 
TERED FIRM, ASSOCIATION OF PERSONS Etc., 
AT THE RATES PROPOSED IN THE BILL FOR 
COMPUTATION OF ADVANCE TAX AND 
DEDUCTION OF TAX AT SOURCE FROM 
“SALARIES” DURING THE FINANCIAL 
YEAR 1971-72. 

A. Basic Income Tax (i.c. exclusive of surcharge) 


Total Income Tax , For calculating tax at 

intermediate levels of 
income 


Rs 

Rs 


6,000 

100 


7,000 

200 

For every additional 

8,000 

300 

Rs 10 of income. Add 

9,000 

400 

Rs 1.00 to the tax. 

10,000 

500 


10,000 

500 


11,000 

670 

For every additional 

12,000 

840 

Rs 10 of income. Add 

13,000 

1,010 

Rs 1.70 to the tax. 

14,000 

1.180 


15.000 

1.350 



(Conrd.) 






1136 


EASTERN economist 


tl7i 


ANNEXURE h^Comd.) 

ToUl Income fax For calcidatiog tax at 

intermediate levels of 
income 


Rs 

Rs 


IS,000 

1,350 


16,000 

1,580 

For every additional 

17,000 

1.810 

Rs 10 of income. Add 

10,000 

2.040 

Rs 2 30 to the lax. 

19,000 

2.270 


20,000 

2.500 


2OAI0 

2.500 


21,000 

2.800 

For every additional 

22,000 

3.100 

Rs 10 of inoome. Add 

23,000 

3>I00 

Rs 3.00 to the tax. 

24.000 

3,700 


25,000 

4.000 


25,000 

4,000 


26,000 

4/100 

For every additional 

27,000 

4,800 

Rs 10 of income,'Add 

28,000 

5,200 

Rs 4 00 to the tax. 

29,000 

5,600 


30,000 

6,000 


30,000 

6,000 


31,000 

6,500 


32,000 

7.000 


33JOOO 

7,500 


34,000 

8,000 


35,000 

8,500 

For every additional 

36,000 

9,000 

Rs 10 of income, Add 

37.000 

9,500 

Rs 5 00 to the tax. 

38,000 

10,000 


39,000 

10.500 


40,000 

11,000 


40,000 

11,000 


41,000 

11,600 


42,000 

12.200 


43,000 

12,800 


44,000 

13/too 


45,000 

14,000 


46,000 

14,600 


47,000 

15,200 


48,000 

15,800 


49,000 

16,400 


50,000 

17,000 

For every additional 

51,000 

17,600 

Rs 10 of income. Add 

52,000 

18,200 

Rs 6 00 to the tax 

53,000 

18,800 


54,000 

19,400 


55,000 

20,000 


56,000 

20.600 


57,000 

21.200 


58,000 

21,800 


59,000 

22,400 


60,000 

23,000 


60,000 

23,000 


61,000 

23,700 


62,000 

24,400 


63,000 

25,100 


64,000 

2.S800 

For every additional 

65,000 

26,500 

Rs 10 of income. Add 

66,000 

27,200 

Rs 7 00 to the tax. 

67.000 

27,900 


68,000 

28,600 


69,000 

29.300 


70,000 

30,000 



ANNEXURE H^Cmnd.) 


Total Income 

Tax 

Fhr MlcpMjnttix at 
iatemaaiata lira), of 
lacona 

Rs 

Rs 


71,000 

30,700 


72,000 

31,400 


73,000 

32,100 

For ovary additioiial' 

74,000 

32,800 

Ra 10 oC ioeOnie, AH 

75,000 

33,500 

Rs 7.00 to tha tax. 

76,000 

34/iOO 


77,000 

34.900 


78,000 

35,600 


79,000 

36,300 


80.000 

37/100 


80,000 

37.000 

For ovary additkmal 

90,000 

44,500 

Rs 10 of income. Adi 

1,00,000 

52.000 

fits 7. SO to the tax. 

1,00,000 

52,000 

For ovary addhkMial 

1,50,000 

92,000 

RslO ofincome^AM 

2,00,000 

1,32,000 

Rs 8.00 to the tax. 

2,00,000 

132,000 


3/10,000 

2,17,000 


4.00.000 

3,02.000 


5,00,000 

3,87,000 


6,00,000 

4,72,000 


7,00,000 

5,57/100 


8,00,000 

6,42,000 


9,00,000 

737,000 


10,00,000 

8,12,000 


11.00,000 

8,97,000 

For every additional 

12,00,000 

9,82,000 

Rs 10 of moome. Add 

13,00,000 

10,67,000 

Rs 8.50 to the tax. 

14,00.000 

11,52,000 


15,000,00 

12,37,000 


16.00,000 

13,22,000 


17,00,000 

14,07,000 


18.00,000 

1432,000 


19,00,000 

15,77,000 


20,00,000 

16,62,000 



B. Snrcbaige : 

To the income tax calculated as stated above, Add by 
way of surcharge the following percentage thereof 
(0 in a case where the total income does not 

exceed Rs 15,000 10 

(//) in any other case 15 

[In cases where the total income exceeds Rs 15,000 
by a small amount, the surcharge is limited to 

(а) Rs. 135 (which would be the surcharge at the 
rate of 10 per cent on the tax on a total income 
of Rs 15,000) pbn 

(б) 40 per cent of the amount by which the total 
inoome exceeds Rs 15,000.) 

C. Example of Tax Calcolatioo : 

Income <7,560 


' A. Basic income tax : 

On Rs 27,000 

Rs 4 

OnRs560.. 56 X4 

Rs 4 

Rs 27,560 

Rs 5,024 

B. Add surdhatge (« 15% of 

0 the basic incoma-tax 

Rs 75^ 60 

Taxpayahte 

Rs 5,777 60 

(rounded off 10 tha nearest 

Rs 5.778.00 

rupee) 
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IMihMi of Ptattil, Ttlifriph Mid T«ltplioiid TaHRSi 




SicnoM I 

POMAE, (INUrai) 


IMQ 




Proposed Tiriff 


1. Pktoeb 

2. nEUfittnituMt Fee 


Per 400grttms 


POP 
95 P 


Per 400 grams 


Rs I 00 
Re 1 00 


*The proposed tanffwiU apply to regutered articles ia the fbieign post also 
SacnoN l—Bstimatcd additional revenue m a year—Rs. 1 76 crom. 


Section U 
IBLEGRAPBS 


Item 


Bnsting TaniT 


Proposed Tariff 


Ordinary Exj 
Rs Rs 


On^sry 


1. NoO'Piess Inland Tdegrapbs First 8 words 

Each ad6tionaI word 
2 Spvda/ Debvery Iiutruetians 

(a) Charge for legistratieo of 
Special Dettvery Instruotioiis 

(b) Change in SpeoalDebveiy 
Instmctionsdiaing the year 

3. Trie^ter (T/P) macluae and 

TsIeK servioe wiffun the local area 
(0 Rental for Tdeprinter 
(T/P) 

00 Rental for a Triexanbsenb* 
er*s line uMnsive of tent 
fin tlm tetmiaal Tdepnnter 

(m) Rental for a Tetax subs* 
crlber's line vdien the Tele* 
printer ntachliie is provided 
by the aubscnber hitnsalf 


1 20 
0 10 


Rs S 00 per annum 
Re 1 00 for earii change 

Rs 1800 00 aper annum 

Rs 1800 00 per annum 


2 40 
0 20 


First 

Each 


Rs 280 00 per annum 

Section n—Esdmatad additional revenue in a yeaiv-Rs 3.11 crotes 

Section III 
TELEPHONES 


8 words 1 20 

additional word 0 15 


Rs 25.00 per annum 
Rs 10 00 for earix change 

Rs2000 00 per annum 

Rs 2000.00 per annum 

Rs 450 00 per annnm 


240 
0 30 


Item 


Existing Tariff 


Proposed Tanff 


1 Rental for Oiiect Exchange Zineswithm the 
local area 

(A) Measured Rate Systems 

(t) Caloima, Bombay. Madras and Delhi. 


(ti) All other measured Rate Exchanges 

(B) Flat Rate System 

BxEluuBges of 100 lutes and above capacity 
prondig 24 hours atrvioe 

2. CaioalTriepliOBecoaiwctiOtti 
(0 IfounueA Rate Systems 

00 Fhd Rate SyitenH 


Rs 90 00 per quarter 


Rs 75 00 per quarter 


Rs 340 00 pe r annum 
or Rs 30 00 per month 


(i) Exchange Systems of Rs 100 00 
10,000 Imes capacity per quarter 
and above 

(u) Exchange systems of Rs 80 00 
lessthan 10,000 lines per quarter 

capacity 

Rs 400 00 per aruium 
or Rs 35 00 per month 


Fteod 


Rental 


Penod 


Rental 


ItnlOdu/s Rs300 
lltolOdnyi RsSOQO 
31to«0dayt Rsl20 00 
Ra 3.00 per diff subject to e 
tthdamoiofRiSOOO 


I to 10 days Rs 60 00 

II to 30 days Rs 120 00 
31 to 60 days PflOOOO 
Rs to 00 per diff sul^ject a 
mmimiim of Rs 50 00 
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Existing Tariff 


Proposed TaHff 


■r 


3. Measured Rate System 
Call Charge 


^irst 1 SO calls 
per quarter 

Next 600 calls 
per quarter 
For each call in 
excess of 750 
calls per quarter 


Bombay, AH other 

Delhi, Exchanges 

Calcutta 
and Madras 


No charges 
(covered by 
quarterly rent) 
IS P per call 

20 P per call 


First 250 calls 
per quarter 

Thereafter 


No charges 
(covered by 
quatrteriy rent) 
20 P per call 


Capacity of Exchange System 


10.000 1,000 300 lines Below’ 

lines and lines and and above 300 lines 

above above but but below 

below 1000 line 

10,000 lines 


4. OYT Scheme 

(a) Initial payment 
*(b) Initial pjtriod during which a re¬ 
duction in rental is admissible 
(c) Rebate in rental 

(i) on rentals-paid annually 

(ii) on rentals paid quarterly 

(iii) on rentals paid monthly 

5. Concessional Tariffs for Trunk calls 


Rs 3,00() 

Rs 2,500 

Rs 3,000 

20 years 

20 years 

20 years 

Rs 144 

Rs 120 

Rs 144 

Rs 36 

Rs 30 

Rs 36 

— 

Rs 10 

— 

Classes 

for call 



Ordinary Urgent 
and SVH 


Rs 2,500 

Rs 2,000 

Rs 1,000 

20 years 

15 years 

10 years 

Rs 120 

Rs 128 

Rs 96 

Rs 30 

Rs 32 

Rs 24 

— 

Rs 10 

Rs 8 


Tariffs for Trunk calls on Telegraph 50 per cent 75 per cent 
holi^ys of normal of normal 

full rate full rate 


6. (a) 


Private Manual Exchanges and 
Private Manual Branch Exchange 
Size of Board 
1+3 


2+6 

3+9 

54-20 


Annual rental 
Rs 200.00 
Rs 350.00 
Rs 500.00 

Rs 40.00 per equipp^ 
termination on the switch 
board 


10+50 -do- 

20+100 (Private Manual -do- 

Branch Exchange only) 


No concession except on three 
national holidays and usual 
concession on Sundays and between 
7.00 PM to 8.00 AM 


Annual rental 
Rs 250 .00 
Rs 450.00 
Rs 625.00 

Rs 50.00 per equipp^ 
termination on the switch 
board 

-do- 

-do- 


6(b) (i) Private Automatic Branch ex¬ 

changes upto 100 lines (non- 
extendable) except 5 lines and 
9 lines PABXV 
(ti) 5 line Private Automatic 
Branch exchange (inclusive 
of the rental for all the 5 inter¬ 
nal connections 

(iii) 9 line Private Automatic 
Branch exchange (inclusive 
of the rental for all the 9 inter¬ 
nal connections) 

7. Additional entries in Telephone Directo¬ 
ries. 


Rs 60.00 per equipped 
termination on the 
switch board 


Rs 600.00 


Rs 1200 00 

Rs 4.00 per additional entry 


Rs 75 00 equipped 
termination on the 
switch board 


Rs 750.00 


Rs 1500.00 

Rs 10.00 per additional entiy 


^ *Forall Private Automatic exchanges, and extendable Private Autonmtic Branch Exchanges, rentals will be charged as 
proposed in 6(b)(i} for private automatic branch exchanges (non-extcndable) or on capital cost basis, whichever is higher. 
Section III—Estimated additional revenue in a year—Rs 5.97 crore 

Summary uT Estiauted Addithmal Revanae h a Year 


Section 1—Postal Tariff 

Section IT—^Telegnph Tariffs 
Section III—Telephone Tariffs 


Rs 1.76 crore 
Rs 3.11 crore 
Rs 5.97 crore 


Total 


Rs 10.84 crore 




SPECIAL BfUDOET NUMBER 


T8E SINOUR MANfilNESE R IRON ORES LIMITEO 


Phone; 33 SANDUR 
Qmma: SMIORE, SANDUR 


Registered Office; 
Lohadri Bhavan, 
Yeshwantnagar, 
Sandur. 


PRODUCERS OF WORLD FAMOUS SANDUR ’A' 

GRADE MANGANESE ORE 

MUmx Factory. 

Deogiri, and Vyasaidcere near Hospet, 

Mysore State. Mysore State. 

MANUFACTURERS OF FOUNDRY GRADE 
ELECTRIC PIG IRON 

HM AND LM 1 TO 4 AS PER l.S. SPECIFICATION WITH 
LO. 18% PHOS. MAX. IN STANDARD GRADE 


WITH 0.12% PHOS. MAX. IN OUR SPECIAL GRADES. 


SELLING AGENTS FOR OUR PIG IRON 


Sdndia Investments P. Ltd. 
Samudra Mahal, 

Worli, 

BOMBAY-18. 


National Sales Corporation, 
Ramaleela Annexe, 

5, Palace Road, 
BANOALORE-1. 


Metal Ores P. Ltd., 
1076 Dr. E. Moses Rd. 
Worli, 

BOMBAY-18. 


‘HELP U8 TO SERVE YOU BETTER’ 


“Cleanliness is next to Godliness*’ according to an old adage. Clean 
surroundings radiate joy. Mote than that they help in controlling diseues. 
On Railway Platforms, in Waiting Rooms and in Carriages, etc., where 
people gather, it is of paramount importance to maintain proper hygienic 
conditions, to preserve the health of the passengers. You can help the 
Railways in this fight against disease by: 


EXTENDING YOUR CO-OPERATION FOR KEEPING 
THE SURROUNDINGS CLEAN AND BY AVAILING 
OF THE SERVICES OF SANITARY STAFF PROVIDED 
AT STATIONS WHENEVER REQUIRED. 


NORTHERN RAILWAY 
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Vro . TSSOHNOPROMSiXPOliT always MEANS' 

QUALITY JOBS, UP-TO-DATE TECHNIQUE AND UNLIMITED POSS^millES 

\>0 TECHNOPROMEXPORT oilers a full range of services in designing, constructing, sullying 

complete sets of machinery and equipment for 

- -thermal power stations —hydro-power stations —nuclear power stations. 

—transformer substations —high-voltage lines 


Write for detailed information to: 

V/O TECHNOPROMEXPORT 
18/1, Ovtchinnikovskaya nab., 

Moscow Zh.324. USSR 

Cables: TECHNOPROMEXPORT MOSCOW 
Tel. 220-15-23 Telex: 158 



THE OFFICE OF THE COUNSELLOR FOR 
ECONOMIC AFFAIRS. 

USSR Embassy in India, 

Nyaya Marg, Chanakyapuri, New Delhi. 

Tel: 77004 Telex: 492 
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RECORDS AND STATISTICS 

Editor: R. V. MURTHY 

A Quarterly Bulletin of "Eastern Economist”, this publication surveys 
Important developments In each quarter In the various fields of the 
national economy as well as in the world economy, organizes Its mate¬ 
rial in a convenient form and illustrates it with diagrams, graphs and 
charts. Its features are a business roundup, an analysis of markets and 
an Investment supplement. 

The Bulletin averages 64 pages and is priced at Rs 4 per copy. 
The annual subscription Is Rs. 10. 

Inquiries regarding subscription and advertisements may be 
addressed to: 

The Manager, 

The Eastern Economist Ltd, 

Post Box No. 34, 

New DelM-l. 
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K«Ofi«i>Me ftiryiw : 1970-71 


Dm ioOnnUi irowth 4>f national inootae mv^ged in the 
fourth five-Tear Han was attained in 1970-71, mainly doe to 
a growtii rate of over tive per oent in the agricultuial sector. 
iMustrid ou^ut also register'ed an inerease about five per 
cent This was stated in the Economic Survey for 1970-71 
ndikh was presented to Parliament on May 2S by the Finance 
Ministn', Mr Y.B. Ctevw. The otiier highlights of the 
survey were: food ptoduOtion of 105 to 106 million tonnes; 
inneased utilisation of capacity in industrial units witii a 
.fowexo^ons; jtbod performance by the corporate sector; 
display of strong in the balance of payments position, 
thanks to aremarkable recovery by exports after initial set¬ 
backs; and wiping out of India’s short-term indebtedness 
to the International Monetary Fimd. 

There were, however, certain disturbing elements in the 
picture. While cereal production has been suisfoctory, 
pulses and commercial crops, namely cotton, jute and oil¬ 
seeds, continued to be short of requirements. Industrial 
production was also not as hi^ as in the previous year be¬ 
cause of the uneven performance of some of the major in¬ 
dustries partly due to shortage of industrial raw materials 
and steel. On the price front, too, there was cause for seri¬ 
ous oonoem. Excerpts from the survey ate given below:— 

The performance of the Indian economy in the year 1970- 
71 has been generally satisfactory. The growth of national 
income will, by and large, attain the level targeted for in the 
fourth Plan, mainly due to a rate of growth of over 5 per 
cent in the agricultural sector. Food production contimied 
to rise for the fourth year in a row ana stocks of foodgrains 
with tile public agencies amounted to 5. S million tonnes at 
the end of the year. Overall industrial output is likely to 
have grown by a little more than S per cent Barrii^ a few 
industries, the rate of utilisation of capacity is considerably 
higher t^n last year. Corporate performance has been 
good, and the stock market has displayed great confidence. 
The capital market has shown a vitality which it had lacked 
for some time. The balance of payments continues to dis¬ 
play strmgfo. Exports staged a remarkable recovery dur¬ 
ing the year after initial setbacks. The declining trend 
in food imports continues. India’s short-term indebtedness 
to the IMF has been wiped out. 

Reorieutatlon of Nationalised Banks 

The reorieitiation of the nationalised banking system 
towards meeting the credit needs of the hitherto neglected 
sectors was pursued vigorously during the year; there was an 
impressive increase in tiie funds advanced to these sectors. 
The tatic of extending bankiitg facilities to unbanked areas, 
particukriy in the rural sector, was further carried forward. 
Resource mobilisation by the centre has been commensurate 
witili the targets set in the Plan. 

Unalloyed satisfaction is not, however, permissible be¬ 
cause of certain disturbring elements in the total picture. 
While cereal i^oduction has been inqiressive, the production 
of pulses has not tiiown tiie same response. The production 
of commercsial cr^ such as cotton, jute and oilseeds conti¬ 
nued to be short of requirements. 

The growtii in industrial production is not as high as 
during the previous' year because of the uneven performance 
of Mme of the major industries. Traditional industries, 
like cotton textiles and jute, are not showing aiqr great im- 
proveutent. In steel, thine has been a slight foil in {woduc- 
tiott. Coal output too waa lower during the year. The 
growth |n Industrial proihietkm was broug^ about by otiteir 
juduatrtes, tistii as Sinnicals, engiueerii^ certain tyjpea of 


maduhery etc., whose rate of growth in general has not beeu 
faighm tto in the previous year. Excess capacity continues 
tp exist in some machinery and transport equipment indust- 

IMS. , • 

Prices have shown a continued tendency to rise, Al- 
though foodgrwns production has increased, prices of food- 
grams have not fallen steady because of the price support 
extended by government through its procurement policy. 
Qn the otha hand, the prices of commercial etopi, particu¬ 
larly those of cotton and oilseeds, have shown a tenancy 
to rise sharply due to supply shortage. The chain has been 
completed by an increase in the prices of manufactures 
based upon these raw materials and intermediates. In¬ 
creased money supply, alongside with speculative activity, 
fnrtiier aggrevated the situation. Over me year, the whole¬ 
sale price index on the average was higher by nearly 5.6 
per ceiu; as compared to the previous year. AUhnngh stms 
were taken to arrange for larger imports of steel, cotton and 
vegetable idls, tiiese could not arrive on time to augment 
domestic surolies. Monetary restraints had to be apmed to 
curb demand. 

Rioe in Exports 

imports have risen in consonance with the Plan target 
despite an abnormal fall in the early months of the year. Ifoe 
hM ^ice of raw cotton came in the way of a faster growth 
of cotton textile exports. The shortage of steel affect^ the 
exports of iron and steel. 

Imports have increased over the year. While food im¬ 
ports have shown a decline, non-food imports have increased* 
because of the growing needs of industry for raw materials* 
intermediates and components. Aid allocations have de* 
dined in 1970-71, but the burden of debt servic ing has in¬ 
creased. Net aid available to finance imports has therefore 
gone down. 

The progress of banking in the desired directions was 
quite satisfactory. The task of reconciling the expanded 
credit requirements of the new sectors with those of the 
older ones gave rise to occasional difficulties and there was, 
conseqnentiy, a sizeable expansion of total bank advances. 
Similarly, while the expansion of banking facilities in the un¬ 
banked areas was quite rapid, the spread of the banking habit 
and the increase in bank deposits were not commensurate 
with need. 

The progress in agriculture, and particularly foodgrains 
production, has provided a satisfactory base for the econo¬ 
my, even though a great deal still needs to be done for raising 
the productivity of commercial crops, as also of rice and 
pulses. In industry, the supply constraint is partly deriW 
foom the shortage of raw materials. Lag in cotton and jute 
textile output has reflected the relative scarcity of the raw 
fibre; kg in steel output reflects in part the unsatisfactory state 
of industrial relations. In coal, inadequate movement by 
rail has contributed to a lower level of production. The 
steel shortage has affected the entire engineering industry. 

Demand for food, cloth, oils, sugar, etc. apprars to 
have been maintained. The demand for inventories has 
gone up. With increasing activity, in many industries foe 
scale of inventories has risen to match increased production. 
In industries using scarce raw materials, there was a scramble 
to build up satisfactory inventory positions to ensure ooqti- 
nuotts production. 

The picture regarding investment demand is somewhat 
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V/O TBSOMNOPROaCStXPORT always MEANS' 

QUAUTY JOBS, UP-TO-DATE TEOINIQUE AND UNLIMITED POSSIBHIIIES 
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• H3f 


The ArniWAL growth of twtional income envisaged in the 
foiiiA fivcyear Plon was atuioed in 1970-71, mainly due to 
a growth inte of over five per cent in the agrioultutal sector. 
Tiufarir ini oi^t also ngt^rod an increase of about five per 
cent. Ibis was stated in ^ Boonomic Survey for 1970-71 
whk^ was presented to Parliament on May 25 bythe Finance 
Minister, Mr Y.B. Ctovan. 'Die other Wgh^s of the 
survey were; food production of 105 to 106 miuwn tonnes; 
inaeasedntiUsatioa of capacity in industrial units with a 
. ftowexceptions; good performance by toe corporate sector; 
dinlay of stre^ito in the balance of payments jmition, 
♦hnnif to a remarleable recovery by exports after initial set¬ 
backs; and wiping out of India’s short-term indebtedness 
to the lotemauonal Monetary Fund. 

There were, however, certain disturbing elements in the 
picture. 'Btoile onreal production has been satisfactory, 
pulses and oommMcial crops, namely cotton, jute and oil¬ 
seeds, continued to be short of r^uirmnents. Industrial 
prod^on was also not as high as in the previous year be¬ 
muse of the uneven performance of some of the major in- 
d us t fies partly ^ to shortage of industrial raw materials 
and s t e el- On the price firont, too, there was cause for seri¬ 
ous concern. Excerpts from toe survey are given below:— 


machinery etc., whose rate of growth in general has not been 
highm than in the prevknis year. Excess oapadty .continues 
to exist in some machinery and transport equipment indust¬ 
ries. 

Prices have shown a continued tendency to rise. AI- 
tooui^ foodgrains production has increased, prices of food- 
grains have not fallen sternly because of toe price sumrt 
extended by government toroi^ its procurement pc^. 
On toe othm hand, the prices of oommwoial crops, particu- 
larlj^ those of cotton and oilseeds, have shown a tendency 
to rise sharply due to supply shortage. The chain has been 
compteted by an increase in toe prices of manufhctuies 
baaed upon these raw materials and Intennediates. In¬ 
creased money supply, alongside with meculative activity, 
further aggrevated the situation. Over toe year, toe whole¬ 
sale price index on the average was higher by nearly 5.'6 
per cent as compared to the previous year. Although steps 
were taken to arrange for larger imports of steel, cotton and 
vegetable oils, toese could not arrive on time to augment 
domestic supplies. Monetary restraints had to be applied to 
curb demand. 

Else in Exports 


The perfomanoe of toe Indian economy in the year 1970- 
71 has been generally satisfactory. The growth of national 
iflnftt no will, by and large, attain toe level targeted for in toe 
fourth Plan, mainly due to a rate of growth of over 5 per 
ivmt in the agricultural sector. Food production continued 
to rise for toe fourto year in a row and stocks of foodgrains 
wito toe public agencies amounted to 5.8 million tonnes at 
the end of the year. Overall industrial output is likely to 
have grown by a little more than 5 per cent. Barri^ a few 
tt^iMfrias, toe rate of utilisation of capacity is considerably 
iit g iM T than last year. Coiporate performance has been 
good, and the stock market has displayed great confidence. 

capital market has shown a vitality whidi it had lacked 
for some time. The balance of payments continues to dis¬ 
play strength. Exports staged a romafkable recovery dur¬ 
ing toe year after initial setbacks. The declining trend 
in food imports continues. India’s short-term indebtedness 
to toe IMF has been wiped out. 

Keorieatatiw of Nationdleed Banks 

The leorieBtatioo of the nationalised banking system 
towards meeting toe credit needs of the hitherto neglected 
sectors was pursued vigorously during the year; there was an 
impressive increase in toe funds advanced to these sectors. 
The of extending banking facilities to unbanked areas, 
particularly in the rural sector, was further carried forward. 
Kesource mobilisation by the centre has been commensurate 
wito toe targets set in toe Plan. 

Unalloyed satisfaction is not, however, permissible be- 
of certain dUturtoing elements in the total pictim. 
While cereal production has been in^pressive, the production 
of pulses has not toowu toe same response. The production 
of commeieial crops such as cotton, jute and oilseeds conti¬ 
nued to be short of requirements. 

The growth in industrial production is not as hi|^ as 
^tnr iiig the previous year because of toe uneven pnformance 
of some or toe' major industries. Traditional industries, 
like cotton textiles and jute, are not showing any great un- 
mvement. In sted^ there has been a slight toll m pro"^ 
tion. Coal mitoht' too was tower during the y«v. ^ 
gtowto to todustrial'prbdnptioa was brought about by other. 
iddustrieii, such as atemiMi, hngtobdring, oertato types w 


Exports have risen in consonance wito the Plan target 

S ite an abnormal fall in toe early months of the year. The 
price of raw cotton came in the way of a toster growth 
orcotton tex^ exports. The shortage of steel affected the 
exports of iron and steel. 

Imports have increased over the year. While food im¬ 
ports have shown a decline, non-food imports have increased • 
because of the growing needs of industry for raw mat«'ials> 
intermediates and components. Aid allocations have de¬ 
clined in 1970-71, but toe burden of debt servicing has in¬ 
creased. Net aid available to finance imports has therefore 
gone down. 

The progress of banking in the desired directions was 
quite satisfactory. The task of reconciling the expanded 
credit requirements of the new sectors with those of the 
older ones gave rise to occasional difficulties and there was, 
consequenuy, a sizeable expansion of total bank advances. 
Similarly, while the expansion of banking facilities in the un- 
banked areas was quite rapid, the spread of the banking habit 
and the increase in bank deposits were not commensurate 
wito need. 

The progress in agriculture, and particularly foodgrains 
production, has provided a satisfactory base for the econo¬ 
my, even though a great deal still needs to be done for raising 
toe productivity of commercial crops, as also of rice and 
pulses. In industry, the supply constraint is partly derived 
from toe shortage of raw materials. Lag in cotton and jute 
textile output has reflected the relative scarcity of the raw 
fibre; lag in steel output reflects in part the unsatisfactory state 
of industrial relations. In coal, inadequate movement by 
rail has contributed to a lower level of production. The 
steel shortage has affected toe entire engineering industry. 

Demand for food, cloth, oils, sugar, etc. appears to 
have been maintained. The demand for inventories has 
gone up. With increasing activity, in many industoies the 
scale of inventories has risen to match increased production. 
In industries using scarce raw materials, there was a scramble 
to build up satisfactory inventory positions to ensure conti¬ 
nuous production. 

The picture regarding investment demand is someMiat 
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^mpteTi. The mvestment outlavf in the public sector have 
becm less than what was budgeted for; Wtt they still legisftered 
a significant increase over the previous year. Investment in 
industry has been higher, though not as high as targeted; 
butt investment by the railways has not revived. I^ivate 
investment in agriculture seems to have been high, looking 
at the additional volume of credit which the banking sector 
has made available to agriculture, though a part may have 
gone to finance a growing volume of inputs like fertilizer, in- 
.vscticides, etc. In industry replacements, additions and es- 
panston appear to have been at a higher level, looking both 
4 it company reports and at the output of certain machinery 
industries and machine tools. Investment in new projects 
vksls moderate. The increased investment activity was cer- 
ninly not general, but confined to certain chemical and en* 
gineering fields. Investment in small-scale industries appears 
lo have risen sharply. 

On the fiscal front, despite marked resource effort on the 
]>art of the centre, deficit financing could not be contained, 
^ince non-Plan expenditure has continued to rise, particularly 
Ml response to the grant of interim relief to ,government em¬ 
ployees. Pfah outlay; however', has fallen short once, more, 
targdy because of the failure of many projects to progre.ss 
according to schedule. The finances of the states have conti¬ 
nued to ^ in an unsatisfactory state, and overdrafts with the 
^leserve Bank of India remain heavy, even though special 
ticcommodation from the centre has been maintained on a 
kirge scale. 

Employment in the organised sector, including in govern- 
Mfcnt, continued to expand in 1970-71. A crash programme 
or rural employment was announced during the year. Banks 
ver^ increasingly involved in promoting schemes of sclf- 

Tabli; 1 

SELECTED ECONOMIC INX>lCATORS 


1966-67 

1967.68 

1968-69 

1969-70 

1970-71 

(Percentage 

change 

over 

previous 

year) 


I 2 i '4 5 6 


L. National 

Income at , * 


tuwjiiv av 

constant prices. 

1.5* 

9.3* 

2.4* 

5.3* 

5.5** 

2. Agricultural 
production 

3. Foodgrains 

-l.l 

22.4 

- l.O 

6.5 

Above 

5.0** 

production 

4. Industrial 

2.6 

28.0 


5.8 

5.5 

to 

6.5** 

production 
s. Electricity 

0.3 

0.5 

■1 

6.7 

6.8 

4.11 

getierated 
> Wholesale 

9 3 

12.6 

( 14.1 

14.3 

9 3f 

prices 

7. Money 

13.9 

11.6 

—1,1 

3.7 

5.6 

supply 

8.3 

9.1 

8.1 

10.8 

10.6: 

8. Imports. 

>-6.3 

--l4 

-.-7.3 

—17,9 

4.6( 

Exports 

10. Freight car¬ 
ried by Rail¬ 

--8.9 

3.6 

13.3 

4.1 

8 68 

ways 

—0.3 

1.9 

5.3 

2.5- 

-2.4** 


♦Provisional. ’'♦Estimated. tApril-December, 1970 com¬ 
pared to Aprjl-Dcc^mber, 1969. J April I to March 26, 
1971 compaiddto April 1, to March 27,1970. SApril 1970 
—February 1971 compared to April 1969—February 
5 WO 


Jim 11^ 1971 
« 

enjoyment. While ihster eooncmiic growth wBl fwovide i3» 
ma^ answer to the problem of uaemployiiient and under* 
employment, attention needs also to be given to inve^neat; 
patterns and to the speedy implementation of apecti^ schemes. 

The last two years have witnessed a fairly high rgte of 
expansion in agricultural production. Following the re- 

Tablf II 

PRODUCTION OF FOODGRAINS 


(Million*tonnes) 



1965-66 

1966-67 1967-68 

1968-69 1969-70 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Cereals 

62.4 

65.9 

83.0 

83.6 

87.8 

of which 

Rk^, 

30.6 

30.4 

37.6 

39.8 

40.4 

Wheat 

10.4 

11.4 

16.5 

18.7 

20.1 

Coarse grains 

21.4 

24.1 

28.8 

25.2 

27.3 

Pulses 

9.9 

8.3 

12.1 

10.4 

11.7 

of which: 

Oram 

4.2 

3.6 

6.0 

4.3 

5.5 

Total Food- 

Rroiu 

72.3 

74.2 

95.1 

94 0 

99.5 


Note: Figures are subject to errors of rounding. 


covery of production in 1967-68 from the abnormally low 
level of the two drought years 1965-66 and 1966-67, there was 
a marginal reductio4i in output during 1968-69. However, 
1969-70 witnessed an impmssive increase of 6.5 percent in 
the overall index of agricultural production. According 
to latest indications, the increase in 1970-71 is also expected 
to be highly satisfactory. 

A bk-gc part of the improved performance is due to the 
significant increase that has taken place in fooc^grams pro¬ 
duction/which rose from the low level of 74.2 million tonnes 
in 1966-67 to 95.1 million tonnes in 1967-68. In 1968-69 it 
was lower by about a million tonnes. In the following year, 
however, aggregate foodgrains output once more rose to 
99.5 million tonnes and is expected to be around 105 to lOb 
million tonnes in 1970-71. 

The increase in production in 1969-70 over tfattt iat the 
previous year was spread over almost all the grains. iThc 
output of rice excec^d the 40 million tonnes mark while 
wheat crossed the level of 20 million tonnes. The productioo 
of pulses exceeded the previous year’s output'by nearly 1.3 
million tonnes, nearly the whole of which was due toigranu 

The increase in foodgrains output m 1970-7,1 has-been 
spread over both the kharif and rabi seasons. Rainfall dur¬ 
ing the kharif season has beefisalisfactorypiuctiogiiywcry- 
where, with the result that the production ofi khanf foeoi* 
grains is expected to be higher than laat^year by about 5 
lion tonnes; theoutputofrke i^ likely to b^bigherby 
3 million tonnes. Although whiter raius wwre agaiit'deilayed 
this year, the production oftubtfoodgrains^isexpeinbtfk^^ 
around 1 to 1.5 million tonnes higher lasttypgMlia^e 
being mostly accounted fot by:wti^L T^e output Orpulws. 
both kharif and rabn if expected to be 8)ig1id]ly ' 

in the previo.us year. ’ ^ \ ^, 

The’ 9 utput^ commercial crops does not show any blear 
trepd. of growth. While in 1967-68 .there was a, genefal im¬ 
provement, in 1968-69 oilseeds, jdte uid cotton regittgred, 
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ta 1970^71, however, tiie inrodiictioo of oommeKial crops 
preieiits a mixed picture, In oilseeds, particularly ground* 
adts, a rise in output is expected, even thoi^, in terms of the 
^ «ouatiy*s total faquiiements, stqiply will be stitf short. 

' The jttteond cotton crops will be lower than, while the sugar* 
caaa ciob is gxpeoted to be at about the same level as, last 
year’s, w oulpin of tea will be only slight^ higher: on 
the other hand, the coffee crop this year has not only re* 
covert from the low level of 1969*70, but will be consider- 
atriy higher than the peak of 78,500 tonnes reached in 
1966-67. 

PMgrcsa of New Strategy ^ 

FavouraMe seasonal conditions have no doubt contri¬ 
buted to the impressive growth of production in the lasttww 
years. However, not alt of this can be exi^ned by weather. 
To a large extent, tlm additional production is the mult ofi 
sustained growth of irrigation, the spread of the new techno* 
logy and the expansioir of lSeitilixen»'PCstiGides an4,hatter 
equipment. The cultivation of huh*yielding varieties of 
seeds of food crops Iws now t a k e n wmioot in many parts 
of the country and. is spragding fast in othcr.aieas, The 
area under' high*ym!^dg eiriCtM Was abom' 11'. 4 inillion 
heclareein .1^-70 ae «9aW4f?d,with„?.,3 joiilli^n hectare^ 
in the. pt^’ious yror. Aa aghmst of coverti^e fdr 

1971^71 of IS.OS minion heatiu^4 of Mkftrjud^iwdtfrd' 
account fht.S.tf minioft,aiid,uiaw;y.e8'#Uiii^l!«tJirtS, 
the acfiut achievemmit wilt be jpojv'^ll^ id^inion'niptaiies. 



M 1lBe£,aiear>sqidei> 4Mriid«'«MippinK,.:nbicitid> by 'it.,89 
'ieciaaawiw1M9i>dV V iBKliuamner t<.5ih'rtdBia«<]Ro*> 
KfhSMiddaililurihg'JgTO-l&l.’ ".7tHrnnmbnri^4ilbe<' 
ddfiWhpDiiimiaei«adedlw.74,M ihl968^ilMi% 
a mMiser J0 jl>fl»t^fB69i»»;; Dm^ thednweyhat^ Khe ndm* 
ber of pumpsets is estimated to have<.'i«dreaeadtby>Over 
300,000. Higher achievements are expected in 1970-71. 
The additional area benefiting ffntt:Aiifeot) icrigat)oii>inaa 

i9^70, ^e, productlqn of tractors ij? i97<l was 
fl^tBB ofi^ of ;h)>3QP 4* agamst I?yO0O! in ^969; .tpeiiriui;^: 
ber -IS. bmg s^iemented .through impmrts.' hnqjqns.of 
PQUy^ tiUer^* disc harrows, etc.,, are.aiso bring,anangea'm 
order tb! meet the growing demand. 


'Ftfftheradvafnces have'beewmade tMth'iegawd to tficindi- 
gcHouapreNttiethMi' and su^fy df qtelity Seeda of the hf|^f 
^elMhf iiaridHes. The Natsonal' "Seeds eorpotafioit has, 
in'tMt'nawiirotiieii, expanded its'cmivSiee-eMcsMiriisbly in 
supplying hodt'flriindbtion" seeds and seed fiw otw p^due*’ 
tion. The Corporation has continued the certifuation of 
serila4ii'mMeofthe etntaa,and iwalsd Helping the indigerious 
iadosiiw!fo>devblepaod manuftfcthre^sewproeessiHg 6fitiip- 
niMtt 8^ as seed ebuners, drinrs, elevatws, ifnoistmv iaw- 
tmu; ntv.'' 'The* Tatwi Sheds Devditipmisnt CoepOMtiori hns 
Stsnwditb ^plttHrirttfbiriWitiltsdf the NSC: 

^ Jli,!*-'‘j-! ' i' I ^ • ■ i 


Further developments in our seiu;iA,,.f9j;.,^te): vari^ 
ties have occurred during the year uhtwr rev’ieW. A new 
Wheat variety, viz. HD-1941, a triirif capdUe of good 

response to high dosea of ifbrtiliwns, has recsiMly bewnr re¬ 
commended fbr public telease. There has afsoheem some 
increase in the area under" the new varieties of rice. Wn, 
JjM, PaAna, Hamsa, Pankaj, laganuath and SiAermati, 
Intensive efibrts continue to evolve hi^'yiridhif varietier 
of rice suitalfie to tlwdiveebragrti-dllnuitie eonditiWMin rise 
rinnitty and at the saine-tihw rompargMe hi peiSstaMttcB tw 
that of some of tfriihow pcijWilhi' "torietWWf Wheat. 'iRioe 
being the most iinportdiit ceieal cnip" sueoess in thie dino' 
tion in crucial. ' ' ' ' ' ’ ' ' “■' ' ' ’ ' ' 

t I '!!’. > ■ ■ - f {ft ■ ; ", I 

With regard' to millets;'Whale the spieald' of hybrid varie* 
tics of bajrais (nconraging, progress has been halting ftw 


Makisg AvaflaMe EMcutial loafs' ' ' " 

. AgrorIndnsttie,sCorporation? Jtoye beep set unio piMbe 

ngr,».>dt^ln»T 

-— he, (^iganifaUiin'.ot miug.and 

^ presept'fiopiriiteiabte/un^ 

jdwaljppchinfiy. narticulariy traqors^ 

s,tnp.oise abjavp.wHl .l^'in mitring 
jC from the: existing egmim^^i 




' FdrtlWf' pn s^ess 'hsis hew mh^' m tlit ihsrituiibnaHaa>>' 
tiuri oflfBricimiiMit cimlit during tfib year: The quantum'df 
ciwdiPiihjf^lled'fay'tlie en^operatives' during' 196W76 is esti'^ 
miledW^ee'rilirii tWKi 682 hrints'frOin Rs' 615 erhtes' ih 
the’»rwhtB''year;' "'ThW cenh’al and' state governments; 

/ * I *11 r."# I'M . i.1. ■ !<■ \ I ‘ 1 ‘ ■ 


O .yl* 


• Table Itt' 
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— . ' -I, , I 

/ 1 ‘ ' f' 

Major Oilseedst 
ofwhich: 

Oioundnuts 
Rapeseed and Mustard 
Jutedttdliieaca-' 
Cotton (lint) 

Teg-t,/'*? t> 

Coffiee 

Sdiareane (in terms of C«r) 
TI^CO . 1 '' 

A r r* f _, 



■■■■,, 1-' ! ^ . ■-Unit ■■ 

1965^66- 

1966-67 

I967i68- • 

j ) ..' .i.*. 

1998^ 1969*70 

^.> 

Mn. tonnes 

6 4 

* , I 

6.4 

8.3 

6 8 

7.6 

# 1 1 

Mn. tonnes 

4.3 

4 4 

5.7 

4 6 

5.1 


It) f.y > > 

1.2 

1.6 

1.3 

1.5 

Mn. bales 

5.8 

6.6 

7.6 

3.8 

6.8 

Mn. bales 

4-6 

5.0 

5.5 

5.1 

5.2 

hfo. Kgs..;.,, 

.366 

376 

38S 

402 

396 

*000 tonnes 

63.9 

78.5 

57.3 

73.5; 

63.52 

.-Mn. tonnes- 

12.8 

9.5 

9 8 

.12 8. 

, ■ 13.4/ 

, •; , .’000 tonnes, 

293 

353 

369 

361 . 

,} -^3% i; 


'^Relates'to cnqi years; ■ tinetudes gronndnuts, mpeseed and mustard, sesamum, linseed and castorseed. JEstimates. 
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the Life Insurance Corpic^tion, the Reserve Bank of India 
and the: State Bank of India ^ntinued to participate in 
debenture Doatations of the co-operatives. The Agricut- 
tural Finance Co^ration has bXw 8te]i^ up its assis¬ 
tance for minor irrigation, 4 rural electritication and other 
farm improvement schemes. In the wake of the nationali¬ 
sation of the leading commercial banks the participation of 
commercial banks in agricultural financing registered a spec¬ 
tacular increase during the year under review: total advances 
of public sector banks to agriculture stood at Rj 344 crores 
at the end of December, 1970, as against Rs 160 crores at the 
end of June, 1969. 

Use of Chemical Fertillaters 

The consumption of fertilizers continues to increase, 
though the rate of growth is currently below expectations. 
Both in 1968-69 and 1969-70, the rise has been of the order 
of 15 per cent only as compared to 40 per cent in each of the 
two previous years. In 1969-70, the lower rale of growth 
was due- to unfavourable weather in certain parts of the 
country, as well as shortcomings in the distribution system. 
The latter are being attended to. Despite good rainfall over 
practically the whole of the country, fertilizer consumption 
has not picked up substantially in the year under review. 
The ^sic reasons for the failure of consumption to increase 
as fast as expected, namely, application of dosages below 
the recommended ones and the slow rate of absorption by 
the relatively smaller-sized holdings, continue. 

The extent of plant protection measures also, affects the 
growth of consumption of fertilizers as without them the 
farmers’ investment, both money and labour, may be ren¬ 
dered infructuous. Progress in this direction has been rather 
slow, the expected coverage in 1970-71 being 42.3 million 
hectares (gross) as against a target of 80 million hectares 
for the end of the fourth Plan. 


Howevgrt the govemmeat i n tw dg to oimtbiiie tte patisip 
distribution programme with a view to eontainiof i^a- 
tionary pzesnires, as well as to ensuiie a 
tiontoum vulnemblesectioimoftheMjmlatioii. The total 
volume of foodgrains distributed in 1970 was 600,000 tonnes 
less than the amount distributed during 1969. Ihere have, 

TablbV 

PUBLIC DISTRIBUTIONOFFOODGRAINS 


(Million (onnes) 



196S 

1966 

1967 

1968 

1969 

1970 

1 

2 

3 

4 

5 

6 

Rice 

3.6 

4.1 

3.0 

3.6 

3.5 

3.1 

Wheat 

5.9 

8.1 

7.4 

5.7 

5.2 

5.4 

Other grains 

0.6 

1.8 

2.8 

1.2 

0.8 

0.4 

Total 

10.1 

14.1 

13.2 

10.4 

9.5 

8.9 


Note: Totals may not tally due to rounding off. 

however, been changes in the pattern of distribution. The 
quantity of rice sold through public channels has deliimd, 
while that of wheat has risen. The quantity of coarse grains 
distributed has also declined from 2.8 million tonnes in 1967 
to less than half a million tonnes in 1970, 

Industrial Performance 


The intensity of fertilizer application (nutrients per hec¬ 
tare of cropped area) has risen since 1966-67 by over 60 per 
cent but the rate of increase has been rather uneven as bet¬ 
ween different parts of the country. Tn the northern region, 
the rate of growth has been phenomenal, from 5.R4 kg 
per hectare in 1966-67 to 15.04 kg in 1969-70, i.c., by as 
much as 158 per cent. Thi.H high rate of increase is obvious¬ 
ly due to the growing popularity of the high-yielding varie¬ 
ties of wheat and maize, and the existence of irrigation facili- 
lities. In the non-wheat growing states, the increase has 
been much less, being of the order of about 35 per cent in the 
western and southern zones, and only 15 per cent in the eas¬ 
tern zone. Slow progress in the western zone can bie ex¬ 
plained in terms of poor irrigation facilities, while the lag in 
the eastern and southern zones must be paitly explained by 
the preponderance of small holdings. Since plantations 
account for a substantial part of the fertilizer used, it would 
appear that, so far as the eastern zone is concerned, there 
has not been much progress in regard to field crops. 

With continuing good harvests, the pressure on the pub¬ 
lic distribution system has eased further during the year. 


Industrial production had increased by 6.4 per ceht in 
1968 and 7.1 cent in 1969. The significant rise in agricul¬ 
tural output during 1967-68 was followed by a general im¬ 
provement in the rate of growth of consumer goods mdustries 
and, later, of the interm^iate goods and capital goods sec¬ 
tors. This improvement continued during 1969. In that 
year, food manufacturing industries increased their output 
over the pievious year by 25 per cent. Other important 
groups which showed large growth in output during that year 
were electrical machinery, non-metallic mineral products, 
metal products, chemicals and power generation. Non¬ 
electrical machinery, petroleum refinery products, rubber 
products and paper and paper products also registered siz¬ 
able increases. 

In particular, the output of fertilizers went up by 22 per 
cent and the output of cement increased by 14 cent. 
Similarly, substantial increases took place in the production 
of radio receivers, storage batteries, dry batteries and electric 
lamps. * Motor cycles, scooters and mopeds too recorded 
large gains in output, Machine tools made impressive in¬ 
creases. Textiles, the most important group, however, re- 


Table IV 

CONSUMFllON OF CHEMICAL FERTlUZi^S 

(Thousand tonnes of nutrients) 



1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 


575 

738 




1,42S 


132’ 

249 

.335 

382 


461 


77 

114 




226 


Nitrogenous (N) 
Phosphatic (P* OJ 
Potassic (KaO) 
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« n^l dwliaf bwauMof flw dMip M ia the i«o- l^htaritenu midiu hatbnes, ekotrical Midiadoes and radio 
<liictiim of jute goods. teoeivets wu felatively stagnant. On tw other hand, the 

. * . , ou^toftransfcnnenand eiectrkud motmansat a mnch 

Industrial production during 1970 has not lived up to the higher levd; tiiat of cables and wires too Aowed improve> 

promin shown in the two previous years when the econo* meat, mflecring the j^ter etnphasis on rural eleetrification. 

my was recovering fh)ffi the eflbcts of (he recessioa. Dur* The production of non-dectrical equipment appears to have 

ing the first six months of 1970, the index of indushial pro* suffmed a set'back in the latter half of 19TO. Even so,* the 

dnction wu hi|^ by 6.2 per cent as compared to the output ofmachute tools has been higher by 25 percent. The 

corresponding period of 1969; since then, the growdi has indcat of the aggregate output of mdustrial machinery has 

slackened. Although outmit continued to be higher than in come down about 5 per cent, thoi^ some individual 

1969 the rateof growtfaduring 1970, in terms of the monthly items have shown substantial increases in 1970. 

official index numbers of industrial production, came to 4.6 

per cent. On the basis of past revisions of tiw “annual” While during the past year, and more, the climate for 

index, however, which includes many items not included in private investment has been good and tiic share market buo* 

the monthly index, the aggregate increase may be expected yant, the actual behaviour of the new issue market presents 

to be at least S per cent over the previous year. a mixed picture. A considerable volume of investment seems 

to be takingplace in the small-scale industrial sector. Un^ 
In electrical machinery, the rate of iprowth in 1970 has the impetus of the new policy initiated in the banking sector, 

been lower than in the previous year, as the output of several advances by the public sector banks to small-scale industry 


T/uble VI 

PROFILE OF GROWTH IN INDUSTRY 


Industry 

Weight 

1960-65 Percentage change 

average--- 

annual Over preceding year 

growth--— 

rate 

(per 

cent) 1967 l%8 

1969 

Jan. to 

Oct. 

1970 

over 

Jan .-Oct. 
1969(P) 

1 

2 

3 

4 

5 

6 

7 

Machinery except electrical 

Manufacture of wood and cork except fur- 

(3.38) 

43.2 

+2.8 

+9.1 

+6.9 

+4.9 

niture 

(0 80) 

27.0 

■4~6.3 

+7.0 

+9.9 

-30.2 

Transport equipment 
of which: 

(7.77) 

21.3 

—11.4 

+3,1 

—5.2 

—1.3 

Railway equipment 

(3.50) 

31.8 

—21.5 

—8.5 

—10.6 

—19.4 

Metal products 

(2 51) 

21.1 

—7.8 

—5 6 

+13.J 

+3.9 

Electrical machinery 

(3.05) 

20.9 

+8,1 

+14.0 

+16.2 

+11.8 

Electricity generated 

(5.37) 

18.2 

+11.0 

+15 6 

+12.9 

+11.3 

Basic metals 

Manufacture of footwear, and other wearing 

(7.38) 

16.0 

—4.1 

+6.5 

+8.3 

—3.5 

apparel and made up textile goods 

(0.21) 

13.9 

f5.5 

+7.0 

—l.I 

—7.8 

—12.3 

Rubber Products 

(2.22) 

11.9 

—17.9 

+6.6 

-1-8.0 

—2.9 

Petroleum rcfiner>‘ products 

(1.34) 

11.7 

+19.6 

+11.1 

+6.2 

Chemicals 
of which: 

(7.26) 

10.8 

+2.3 

+14.6 

+10.2 

+8.2 

Fertilizers 

(0.456) 

30.5 

+23.1 

+31.3 

+22.1 

+22.0 

Synthetic fibres 

(0.638) 

14.8 

+14.3 

+11.1 

—3.2 

+9.2 

Oeneral Index 

(100.00 

10.8 

—0.8 

+6 4 

+7.1 

-f4-7 

Non*meta11tc mineral products 
of which: 

(3.85) 

9.8 

+5,2 

—0.8 

+13.3 

—10.2 

Cement 

(1.17) 

7.0 

+2.1 

+5.8 

+14.J 

+2.7 

Beverage and tobacco industries 

(2.22) 

9.5 

+6.0 

+8.9 

+0.8 

--1.8 

Paper and paper products 

(1.61) 

9.4 

•i-4.4 

+10.7 

+ 8.9 

--8.6 

Mining and quarrying 

(9.72) 

6.3 

-0.2 

-{-6.2 

+2.2 

--1.4 

Leather and fur products (except footwear) 

(0.43) 

4.5 

—3.0 

—12.0 

—13.9 

—26.5 

Food manufacturing industries 

(12.09) 

4.4 

—13.2 

—3.0 

+26.3 

+16.1 

Textiles 
of which: 

(27.08) 

3.0 

—1.2 

+4.6 

—2.7 

+1,0 

Cotton textiles 

(21.18) 

2.3 

—1.5 

+6.5 

No change 

-fO.5 

Wotdien textiles 

(0.63) 

7.3 

—5.5 

+17.7 

-1-6.9 

+3.4 

late textiles 

(3.97) 

4.1 

+3.7 . 

—7.4 

—19.3 

+20.6 

Abfe: Weights of groups will not add up to 100 because of exclusion of (i) the miscellaneous Manufacturing Industries 

group and (ii) certain items for which data are available only on w annual basis, and which are, therefore, not 
coveredih the Monthly Statistics of Production. (P) provisional 
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Fosoby ov^ Rs 170 crores during the period July 1969 to De¬ 
cember 1970, the number of accounts increasing by well over 
.60,000. The hire-purchase scheme of the National Small 
Industries Corporation, the operations of the state financial 
corporations, and the value of import licences issued to 
smaU<*sca1e units, all indicate an upward trend in activity 
in this sector. The value of import licences issued to 
the small industrial units during the first eleven months of 
1970-71 was about one-third larger than in the correspond¬ 
ing period last year. 

Tabu: VII 

CONSENTS FOR THE ISSUE OF CAPITAL BV THE 
CONTROLLER OF CAPITAL ISSUES, AND CAPITAL 
RAlSEDt 

(Rs crorcs) 



]967 

1968 

1969 

J970 

A. Consents 





All Companies 

1, Government com- 

237.0 

149.0 

143 5 

100.7 

panics 

2. Non-government 

2.4 

5.3 

10.0 

2.2 

companies 

234.6 

143.2 

133 5 

98.5 

'i)*Share Capital 

158.4 

96.9 

82 5 

83.4 

Equity 

93.3 

52.2 

36.5 

30.2 

^b) Preference 

17.3 

11.2 

4.9 

10.3 

^c) Bonus 

^^ii) Others ^including 
debentures and loans 

47 8 

33.5 

41.1 

42.9 

etc.) 

B. Capital Raised 

76.2 

46.3 

51.0 

15 I 

Total 

of which: 

263.9 

294.4 

295 2 NA 

Jan.- Sept. 

1969 1970 

Private Sector* 

86.3 

95.9 

89.2 44.6 67.2 

(P) 


tCapital raised is during the year, and irrespective of the 
year (s) of approval,^ ^Comprises equity, preference 
and debenture capital^ (P) Provisional. 


There arc a number of pointers to indicate that, in the 
large-scale sector too, entrepreneurial interest has been 
steadily on the increase during 1970. Although the figure of 
consents for capital issues ^ven to non-government com¬ 
panies is lower than in the previous year, the difference is 
accounted for by loans and debentures; equity and prefer¬ 
ence issues taken together are at the same level as in 1969. 
Capita] actually raised by the private sector during Janu- 
ary-l^tembcr 1970 was about Rs 23 crores more than dur¬ 
ing the same period in 1969. The response to public issues 
has also been enthusiastic. The term lending inctitutions 
such as the 1DBI, 1FC, etc, have been expanding their 
, operations fast. Sanctions during 1970 were Rs 51 crores 
hjfi^er than in the previous year, while disbursements rose 
by as much as Rs 28 crores. 

Other indicators of investment intentions are industrial 
licences and lettets of intent issued which, during 1970-71, 
were nearly twice the figures for the previous year. A total 
of475 industrial licences were issued during 1970-71 as com¬ 


pared to 219 in 19^70, while lettevs of intent i^iiued showed 
an increase from 219 to 321 over the year* The number 
applications for industrial licences received*during 1970 
was also more than twice that for the year 1969. Approvals 
by the Capital Goods Committee during 1970-71 were for 
a value about 35 per cent higher than in 1969-70. Import 
licensing of raw mat^ials and components too during the 
year has been as much as 35 per cent higher than in the pre¬ 
ceding year* 

While developments in the private sector must, there¬ 
fore, be considered to have been on the whole mtoourag- 
ing, the fact remains that for some time to come, much 
greater support is required from public sector investment 
which not only adds to industrial potential directly but also 
creates a favourable environment for private enterprise* 
Apart from lack of industrial raw materials and organisa¬ 
tional bottlenecks, another element which has affected the 
rate of industrial growth during the year has been, as seen 
above, a weakness in demand for the investment-goods in¬ 
dustries. The generally depressed state of these industries 
in turn has affected tte output of several auxiliary and an- 
cilla]^ units, and has also a/Tbcted the rate of employment. 
An improvement in the magnitude of public investment 
could provide an impulse and quicken the pace of activity in 
each of these industries. During I970-7J, despite the mar¬ 
kedly large Plan outlay provided for in the budget, public 
investment does not seem to have increased to the extent 
hoped for. The railways, which have been the single most 
important factor influencing investment decisions in a large 
part of the engineering industry, particularly in the eastern 
sector, cannot sec their way to a substantial increase in capi¬ 
tal outlay in a not too encouraging traffic situation. There- 
have been shortfalls too in major industrial projects such as 
the Bokaro steel plant, the petrochemicals project, and the 
public sector fertilizer units. Only with regard to power 
generation, there seems to be a resurgence in public invest¬ 
ment. There is, therefore, pressing to enlarge the scale 
of public investments in industpr as well as infrastructures 
such as transport and communications if the rate of Indust¬ 
rial growth is to be sustained and improved upon. 

Remarkable Progress 

In terms of the results achieved during the past two deca¬ 
des, India's rate of industrial progress has been remarkable. 
There are few commodities, including sophisticated ranges 
of industrial equipment, which the country is not now able 
to produce. Alongside with general industrial growth, 
there has been a steady spread of the technological base, 
and a large stock of skilled manpower, that could help 
accelerate the pace of industrial expansion once invest¬ 
ments pick up substantially, is also available. 

This very sophistication and intensity of growth have, 
however, brought in their train a number of specific prob¬ 
lems. In the recent period, much of the industrial expansion 
has been induced by import restrictions supported, occa¬ 
sionally, by administrative price fixation for a wide range of 
industrial goods on the principle of what has come to be 
know as *cost plus'. Neither practice has been j^rticular- 
ly helpful towards promoting eflteiency or towering costs. 
On the Ollier hand, if costs cannot be reduced, the demand 
both internal as well as in the foreign market, for several of 
our industrial products may remain on a low key. 

While failure to raise the production of industrial raw 
maUrials would also restrain industrial growth, another 
major problem is related to organisational deficiencies. The 
new industrial licensing policy goes a considerable Way to 
simplify procedures and thus r^uoe delays. Other simpli- 
fications<*-which could promote growth as well as effl- 
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dasesH-rfbo^idd also tp feaiiUo, aqd the search For tiiem 
win have to cootiaue in the l^btt'of experieooe. 

4h , ' ' 

lltere is the additioiia], and anifih tame intricate, {nobkm 
oF leoemtion of employiaent ompoitaaities. It is not only 
a qoestioii of Uieaitpfopciate technology hut also of a caieftol 
leponal dispeisd of investments so that c^iportimities an 
evenly distributed over the diShtent parts of the countty. 
* Ckiuly, the scale of investments by itself will be able to meet 
only a Mrt of the problein. Ihe challenge has wider and 
dee^ tacetp. The pattern of investments hasto be care* 
fldly sifted to ensunthe reconciliation of the needs of pro* 
duction wiUi ^ose of absorption of labour. In sdected 
areas, tiie objectives of local participation, additional re¬ 
source mobilisation and responsiveness to the needs of the 
people must be kept to the fore, as for as possible, in imple¬ 
menting the programmes. The employment-oriented 
schemes must, thermre, add up to an integrated Plan. 

Foreliu dll 

The overall balance of payments during 1970-71 diowed 
a sharp reversal from the favourable position in 1969.7D. 
in contrast with the siabie increase of Rs 149.7 oroies in 
foreign exchange reserves in 1969-70, there was a decline 
ofasmuchaslU163.9croresintheyeuunderreview. This 
decline was, however, matched by substantial further repur¬ 
chases of outstanding Short-term obligations to the Intm- 
natimial Monetary Fund and tite payment of the gold por¬ 
tion of the increase in India’s quota in the Fund. At the end 
o! Decmnber 1967, the counhv’s outstanding short-term in¬ 
debtedness to the IMF amounted to Rs 380.6 croies 
(1907.5 miUion). Because of the improvement in her pay¬ 
ments position, India bad tepmehased Rs 226.9 crores 
(1302.S milUmi) by the end 1969-70; and the balance of 
Rs 153.8 crores ($205 million) was repurchased in 1970-71. 
Thus, for the first time since the Second Han, there ate no 
. outstanding drawingson the IMF. 

In 1970 India’s quota in theFund was raised by $190 mil¬ 
lion; one-fourth of this amount, or $47.5 million (Rs 35.6 
ernes), was payable in gold. The payment of this gold por¬ 
tion was ^beted throu^ the purchase of $ 30 nul- 
lion worth of gold from the USA and through the use of 
newly mined as well as confiscated gold available with the 
government. In all, repurchases from the IMF and the 
gold quota payment involved an outgo of foreign exchange 
worth Rs 176.3 crores ($235 million)during 1970-71. 

Foreign exchange reserves (excluding fresh accrual of 


Special Drawing Rights) during the year Were drawn down 
by Rs 163.9 crores. If, however, theaoerugl of SDR’s jn 
Jaupatry 1971 worth Rs 75.4 mores is taken into account, 
the dec^e in reserves would have been of the order of 
Rs 88.5 croies. 

The sttbstantial repurchases of rupees from the IMF have 
been an important factor in bringing about the decline in 
foreign exchange reserves. This decline during 1970-71 con* 
traits sharply with the rise in foreign exchange reserves in the 
preceding year. Foreign exchange ifiserves, mcluding SDR’s 
went im by Rs 244.2 croies in Iw^i^TO; excluding the accural 
of Rs 94.5 crores worth of SDR’s in January 1970, the in- 
mease in reserves would have been Rs 149.7 crores. This 
sizable rise in reserves occurred despite the repurchase of 
Rs 125.4 crores from the IMF. If allowance is made for 
this repurchase, the improvement in reserves (excluding 
SDR’s) wasas high as Rs 275.1 crores. For the year 1970-71, 
the inqirovement in reserves on a comparable basts was, how¬ 
ever, extremely small. 

The creation of additional international liquidity through 
the SDR Scheme helped surolemeat India’s reserve resources. 
So far, SDR’s worth Rs ITO.O crores ($ 226.6 million) have 
been allocated to India; out of these, Rs88.9 crores ($118.5 
miUion) have been utilised for repurchase and interest pay¬ 
ments to the IMF. During the past year, India was desig¬ 
nated by the IMF for the acceptance of SDR’s in exchange 
for convertible currencies. A limit of $ 14 million each was 
allocated for the last two quarters of 1970 and of $ 48 million 
for the fint quartm qf 1971. Until the end of March 1971, 
SDR’s worth Rs 30.6 mores ($ 40.8 million) had been ac¬ 
quired against convertible currencies. Thus, the net use of 
SDR’s by India in meeting external obligations has, during 
the last two years, amounted to Rs 58.3 crores. 

Balance «f Faymoits : 1969-70 

A further reduction in the trade deficit was one of the 
factors leading to the overall improvement in India’s balance 
of payments during 1969-70. Payments for imports amoun- 
t^ to Rs 1,582.3 croies and were lower by Rs 158.2 crores 
as compared to the payments made in 196^69, At the same 
time, export receipts went up by Rs 36.5 mores to Rs 1,403.9 
croies. As a resmt, the deficit on merdiandise account was 
r^ucedto Rs 178.4 crores from Rs 373.1 crores in 1968-69. 
During 1969-70, there was a much larger reduction in im¬ 
ports financed through free foreign exchange; unlike in 
1968-69, the fall in imports was not accomisanied by a 
near-coramensurate decline in aid utilisation. Import pay- 


Tabib vni 

FOREIGN EXCHANGE RESERVES 


(Rs crores) 


Year 

Gold, 
foreign 
exchange 
and SDRs* 

' Variations 
in resmves 

Accrual of 
SDRs 

Variations 
in reserves 
excluding 
accruals 
of SDRs 
(3-4) 

Net drawings 
on (+)/ 
excluding 
rqMyments 
(-)to 

IMF 

Variations 
in reserves 
gross of 
transactions 
with II^ 
<5-~6) 

1 

2 

3 

4 

5 

6 

1 

1967- 68 

1968- 69 

1969- 70 

1970- 71 

538.6 60.2 

576.7 38.1 

820.9 244.2 

732.4 —88.5 

M.5 

75.4 

60.2 

38.1 

149.7 

—163.9 

+24.4 
—58.5 
—125.4 
—176.3** 

35.8 

96.6 

275.1 

12.4 


Provisidnal figures tor 1970-71. *Year>end figures. **lBcludeS purchase of gold abroad for gold quota payment to the IMF. 
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Jtients duriiigl969-70 fell largely as a result of lower payments 
for food and equipment imports; payments for all other 
cdmmadities, consisting predominantly of industrial ma¬ 
terials and intermediates, were big^r because of rising 
industrial output. The decline in import payments, thus 
reflected, in the main, the growth of agricultural production, 
tlm* progress of import substitution and tne sluggish demand 
for new industrial capacity. Export receipts in 1969-70 
rose by just above 2.6 ^r cent owing to lower earnings from 
major traditional commodities, such as tea, jute manufac¬ 
tures, oil cakes and cashew kernels. Fortunately, non-tradi- 
tional exports, recorded a substantial increase so that aggre¬ 
gate export receipts were higher despite the setback to tradi¬ 
tional exports. 

The deficit on account 6f invisibles, unlike the merchan¬ 
dise deficit, widened during 1969-70, the net outflow of Rs 

149.1 crores being Rs 14.7 crores higher than in the preced¬ 
ing year. A larger net outflow on account of investment in¬ 
come was partly responsible for the higher deiicit on the in¬ 
visibles account. 

The deficit in the current account amounted to Rs .^27.5 
crores. The net outflow on account of unidentified trans¬ 
actions—or errors and omissions—was of the order of Rs 

14.5 crores. Current account transactions, adjusted for 
errors and omissions, thus recorded a deficit of Rs 342crores, 
which was a little over half of the comparable deficit of Rs 

621.2 crores in 1968-69. 

There was an outflow of Rs 297.6 crores because of other 
capita] transactions including amortisation and repurchase 
of rupees irom the IMF. Since utilisation of external assis¬ 
tance amounted to Rs 782.9 crores and SDR’s worth Rs 

94.5 crores were allocated, an overall surplus of Rs 2.^7.8 
crores emerged. 

Balance of Payments : 1970-71 

Comparable data on balance of payments are available 
only for the first half of 1970-71. During April-September 
1970, there was a relative weakening in India’s 
balance of payments, and foreign exchange reserves 


showed a decline of Rs 10.5 crores^in contrast to tm fo* 
crease of Rs 91 crores recorded hi the seme period in 1969« 
All the main etements of the balance of payments weaiceiH 
ed in this periotL There was an inGiease in iaqioitts, a 
decrease in exports and the fall maiddiibursem^ts. The 
impMt on the country’s external resem coAsequent to the 
rise in import payments was larger dining the period, as tlio 
phenomenon was accompanM by both a fall in export 
earnings and a decline in aid disbursements. With the dec- « 
dine recorded in April-September 1970, hidia’s foreign ex¬ 
change reserves stood at a level of Rs 810.5 trores at the 
end of September 1970 as compared to Rs 820.9 crores at 
the beginning of foe year. 

Total paynmts for imports during April-September 
1970 were Rs 65.4 crores more than in the same period in 
1969, in spite of a decline of Rs 32.0 crores in commoditS^ 
imports covered by PL 480 Title I. There was thus an in¬ 
crease of Rs 97.4 crores in the imports of other items. 
Exports over the same period dropped by Rs 24 crores to 
Rs 671.6 crores. As a combined result of the increase in 
imports and the decline in exports, the trade deficit at Rs 

177.3 crores, was double the level in April-September 1969. 

The invisibles account of India’s balance of payments 
also showed a deterioration of Rs 9.9 crores in April-Sep¬ 
tember, 1970. 

Receipts of external assistance during April-S^ember 
1970 amounted to Rs 374.0 crores, showing a decline of Rs 
46.9 crores from April-Septemlm, 1969. Utilisation of 
assistance under PL 480 Title I indicated a fall of Rs 
32.0 crores. The disbursements from loans also show¬ 
ed a drop of Rs 34.1 crores, at Rs 268.1 crores. 
Grants were, however, larger l^Rs. 19.2 crores. While 
the lower utilisation of imports under commodity assistance 
under PL 480 Title 1 reflects an improvement in domestic 
food supplies, the lower utilisation of other loans was the 
result of a decline in aid availability. 

The larger trade deficit and the deterioration in invisibles 
Jed to a deficit in the current account to the extent of Rs 


Table W 

INDIA'S BALANCE OF PAYMENTS* 


(Rs crores) 


1. Imports 

2. Exports 

3. Trade Balance (2—1) 

4. Invisibles (net) 

5. Current account (net) 

6. External assistance (gross) 

7. Other capital transactions including drawings on 

and repayments to IMF (net) 

8. Errors and omissions 

9. SDRs. 

10. Movements in foreign exchange reserves [Increase (-|“) 
Decrease (—)] 


April-September 

1967-68 1968-69 1969-70 - 

1969 1970 


2042.8 

1740.5 

1582.3 

783.5 

848.9 

1254.6 

1367.4 

1403.9 

695.6 

671.6 

—788.2 

-373.1 

—178.4 

—87.9 

—177.3 

—160.1 

—134.4 

—149.1 

—60.3 

—70.2 

—948.3 

—507.5 

—327.5 

—148.5 

—247.5 

1123.5 

851.5 

782.9 

420.9 

374.0 

—18 8 

-192.2 

-297.6 

—134.4 

-138.6 

—85.6 

—113.7 

—14.5 

—47.3 

+1.6 

• • 

* • 

94.5 

• • 


+70.8** 

+38,1 

+237.8** 

+91.0 

-lOi.5 


* The balance of payments data on imports and exports arc based on exchange control records ahd other sources, and difibt 
slightly from the data published by the Director General of Commercial Intellgence and Statistics. 

**Exclu^ Ranges in reserves arising from devaluation of the pound sterling in November, 1967 and revaluation ofthe DM - 
in October, 1969; the figures in the Table VIII on foreign exchange reserves inclndo these. 
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247.5 otons in April -September 1970 as compared to Rs 
148.2iBiores‘inApriI'Sep^ber,1949. Taking into account, 
the unidentified flows shown under ’‘errors and omissions” 
r^icb turned^ during April- September 1970, to an inflow of 
Rs 1 .6 crotes as compared to an outflow of Rs 47.3 croies 
in the sssib period in the previous year, the deterioration in 
the current account deficit was Rs 50.4 crores. In April- 
September 1969, the net inflow in the capital account in- 
duding external assistance (Rs 286.5 crores) had exceeded 
the ciurent account deficit (Rs 195.5 crores) 1^ Rs 91.0 
crotes, Vhigh had accrued as an addition to reserves. In 
contrast, during April-September 1970, the net inflow in 
the capital account (Rs 235.4 crores) fell short of the 
current account deficit ofRs 245.9 crores by the amount 
of Rs 10.5 crores, which had therefore to be drawn from 
the reserves. 

Reduethm in laqwrts 

The value of import arrivals as recorded by the 
DOCIS during 1969-70 fell by about 18 per cent from 
the previous year's level. There was a further reduction in 
imports of foodgrains by Rs 75.6 crores, or by about 22.5 
per cent, almost entirely due to a sharp fall in imports of 
wheat. The value of non-food imports declined by about 17 
per cent, because of improved availability of certain agri¬ 
cultural materials, import substitution and slower growth of 
demand for new industrial capacity. 

Imports of cotton declined sizably due to lack of demand 
for textiles during the year. While jute imports fell to a low 
because of greater internal availability, imports of vegetable 
oils increasra for the opposite reason. Greater domestic 
production also reduced the import of non-ferrous 
metals and aluminium. On the other hand, imports of in¬ 
termediates and materials such as paper and paper board, 

Table X 

IMPORTS; BROAD COMMODITY GROUPS 


(Rs crores) 


Commodity 

1967-68 

1968-69 

1969-70 

April April 

1969 1970 

to to 

October October 
1969 1970 

1. Food 

518.2 

336.6 

261.0 

175.9 

124.9 

2. Cotton 

83.0 

90.2 

82.8 

54.1 

70.1 

3. Jute 

1.8 

9.3 

1.1 

1.1 

0.1 

4. Animal and 
vegetable oils 
and fats 

34.4 

19.3 

29.6 

21.5 

27.1 

5. Fertilizers 
and fertilizers 
materials 

209.5 

198.2 

107.4 

65.5 

51.5 

6. Petroleum 
products 

74.8 

133.2 

137.9 

79.3 

74.7 

7s Metals 

195.2 

175.2 

155.6 

99.9 

141.3 

8. Machinery 
and trans¬ 
port equip¬ 
ment 

503.1 

513.9 

392.7 

230.5 

217.1 

9. Others 

387.6 

470.3 

441.0 

211.1 

255.6 

Total 

2007.6 

1908.6 

1567.5 

938.9 

932.4 


Sm/ree: Monthly Statistics of Foreign Trade of India, 
DOCI &S. 


petroleum, oils and lubricants and raw wool increased 
slii^tty. 

Equipment imports during the year fidl even faster than 
inq>om of foodgrains. The value of imported industrial 
machinery and transport equipment declined by nearty 24 
per cent owing to the slow growth of investment outlays in 
the recent imt and a fairly rapid rise in the output of jua- 
ohine-builoing industries. 

As a result' of rising industrial output, higher levels of 
public investment, and improved outlook for private invest¬ 
ment the demand for imports picked up again in 1970-71. 
Shortages of certain raw materials and intermediates such 
as cotton and metals added furriier to the demand for im¬ 
ports. During the first eleven months of 1970-71 aggregate 
unports, for the first time since the devaluation of the ru¬ 
pee in 1966, exceeded the preceding year's level. Total im¬ 
ports during April 1970-February 1971 were 4.6 per cent 
higher than in the corresponding period of 1969-70. 

Commodity-wise details of imports are available only 
till the month of October 1970. Food imports fell during 
April-October 1970 by Rs SI crores as compared to rile 
same period in 1969; raw jute imports were reduced to a 
trickle. Raw cotton imports, however, rose by nearly 30 
per cent owing to the shortfall in domestic production. 
Imports of oils and fats, too, were hi^er by Rs 5.6 crores 
than in April-Octobor 1969. Larger imports of oils and 
fats reflect the decision to stabilise internal prices by supple¬ 
menting internal availability with adequate imports. 

Largo Steel Imports 

Metal imports during April-October 1970 went up 
sharply to Rs 141.3 crores from Rs 99.9 crores over Uie 
same period in the preceding year. Substantially higher 
output of engineering goods and the unsatisfactory position 
of domestic steel output during 1970 led to large volume of 
steel imports. Although aluminium output expanded fast 
in 1970 as well as in 1971, the rise in production was inade¬ 
quate to meet a sharp increase in demand, particularly on 
account of the rural electrification programme. The de¬ 
mand for copper too went up with a steep increase in the 
production of electric motors, transformers, switch gear and 
cables and wires. ' The rate of decline in equipment imports 
considerably slowed down during April-October 1970; 
this reversal of the trend is expected to persist. 

Thedemand for imports is expected to go up substantially 
in 1971-72. The factors mentioned above continue to ope* 
rate even more strongly on the demand for steel and non- 
ferrous meuls. The shortage of cotton, necessitating laige 
imports in 1970-71, may persist because of the need to raise 
the output of medium quality cloth for meeting both the de¬ 
mand from lower income groups and the fibre requirements 
for exports. Along with the growing demand for cotton, 
the demand for synthetic substitutes, especially staple and 
polyster fibres, is also likely to rise further. Among other 
major commodities, imports of crude petroleum are expected 
to increase because of rising throughput of refineries in the 
country; besides, the import bill for petroleum products 
may rise in case increase in international oil prices are agreed 
to Current import licensing trends also point towards a 
fairly generalised increase in the demand for imports; the 
overall value, of imports licensed during 1970-71 was 35.6 
per cent higher than in 1969-70. 

Exports 1969-70 

The growth of exports slowed down considerably during 
1969-70. The rate of growth of exports (as recorded by the 
Director General of Commercial Intelb'gence and Statistics) 
fbll to just around 4.0 per cent from the exceptionally high 
rate of 13.3 per centin 1968-69 and was well below the annual 



1140 


EASTERN ECONOMIST 


PJian target rate of seven per cent. An exceptional combi¬ 
nation of unfavourable factoVs brought about this marked 
slowdown in the pace of expansion of exports; unfavoura¬ 
ble world market conditions for major traditional exports; 
growing pressure of domestic demand; and the scarcity of 
certain key raw materials like steel and non-ferrous metals. 

Export proceeds from the traditional group of commodi¬ 
ties actually fell during 1969-70 by 3 per cent. Exports of 
jute manufactures fell slightly, due to the slow growth of 
demand, increasing competition from Pakistan and the emer¬ 
gence of synthetic substitutes. Exports of tea declined by 
Rs 32 crores because the average realised price fell by as 
much as & per cent due to weak world demand. In an 
attempt to stem the fall in international prices,tea produc- 
ing|COuntries, including India, entered into an agreement to 
reduce the amount of tea placed on the world market by 90 
million pounds during 1970. 

Decline in Cotton Piece-Goods Exports 

Exports of mill-made cotton piece-goods fell by Rs 3.1 
crores in 1969-70.International market conditions rather 
than domestic factors caused this decline. However, be¬ 
cause of a doubling of exports of cotton yarn, exports of 
mill-made cotton textiles, including yarn and apparel, rose 
by about 14 per cent. There was a rise in yarn exports to 
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the UAR, eastern Europe and Burma. Burmg, in fhet, 
replaced the UK as the single largest outlet for Indian cot? 
ton yarn. # 

Exports of cashew kernels fell by Rs 3.5 crores as a conse¬ 
quence of weaker export demand and growing international 
competition. The value of exports of raw tobacco fell slight¬ 
ly because of lower average export prices and stagnant pro¬ 
duction of Virginia leaf. Inadequate domestic production 
held up the growth of oilcake exports which fell J^y Rs 8 
crores. But the exports of spices went up byu Rs 9 crores. 
Among other traditional commodities, there was a rise in 
export earnings from coffee, raw cotton and handloom 
cloth, while manganese ore exports recorded a substantial 
fall, owing, in part, to lower export prices. 

Exports of the non-traditional group of commodities ex¬ 
panded by 13.5 per cent during 1969-70. Although exports 
of engineering goods increased by nearly a third, tiie rate of 
growth slackened considerably due mainly to rising internal 
demand and the scarcity of steel. For the same reason, ex¬ 
ports of iron and steel rose only marginally. Exports of 
iron ore, however, rose significantly because of the rising 
world output of steel and the consequent growth in the de¬ 
mand for iron ore. The value of exports of fish and allied 
products increased by nearly forty per cent due to higher out- 
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Tpiut |W^ S« WW«1^ world i»Mk«t Eiqwrto j>f bo*h 
■dimiSHd pro^t* mao Intdier fbods.rdto recorded a sigai' 
fleUt ifid dojdng 1969 - 10 . Tbm wae, Ko^er, a slight de* 
in Rie ngorti of gem ao^ 

tl^ mine foraeswhkhiflihiMted the growdi of exports in 
lPfig-?D o offi r i n i i iott to operatOt sometiines with greater inten* 
«^ d«mng the first hag of lg70-71. World demand for tea 
madiiiMrflOoda weakaned forther; steel, alumininm and other 
nottwrbns'^ metals coatfanied to be in short supply; 
a raw shortage MMrged: the pressure of domestic 
Afffianfi oa expo^taUtts cootinned to build up. Further> 
mom. exports wem sevoety hit by the bargemen’s strike 
flt the cSdcutta poit during June and July 1970. Oonse- 
agm^, export earnings aiurmg the first hdf of 1970-71 
Mby about 0.6 percent as oonqwred to the first hag of 
Isih-IO. From October 1970 onwards, however, exports 
recovered wnartly owing to theeasing of the abnormal situa¬ 
tion nievailittg earlier, measures taken to generate adequate 
expm suppuN and liberalisation of the requirements of 
imMrted raw materials, particularly steel, for export in¬ 
dicias. Provisional dato on exports for the period April 
1969-February 1970 reveal that exports during this period 
recorded an incmase of 8.6 per cent as compared to the 
conesponding period of 1969-70. On present indications, 
the growth rate during toe entire war 1970-71 is expected 
to be 8-8.S per cent which would exceed the 7 per cent 
piiwiiat growth target set for exports in the fourth Plan. 
This highly satisfactory growth of exporte during 1970^71 
was «"<»<<* possible by a rise in export earnings from a wide 
range of commodities, traditional as well as non-tradi- 
tkmal. Incmases in export earnings wem especiaUy sub- 
in the latter half of the year in the case of com¬ 
modities such as iron ore, engineering goods, oil cakes, tea, 
sugar and spices. 

Commodity-wise export statistics are, at this stage, avail¬ 
able only upto the end of November 1970. In jute manufac¬ 
tures tto port strike combined with adverse conditions in 
the wttfld market broui^t about a sharp decline in export 
earnings. During April-October 1970, export earnings 
ftoffl jute manufactures were nearly 15 per cent lower than 
during the same months in 1969. The decline wu due 
mnirtiy to a steep fall in carpet backing exports, owii^ to 
toe slowdown of house construction in the USA as well as 
developing competition from synthetics and, to a smaller 
extent, from Pakbtan. Output and exports of jute goods 
were hit further by the strike of dock labour in November 
followed by a stiike in toe jute-milts during December. 

Dedkae Arrested 

The dec linin g trend in the value and volume of exports 
of tea was arrested during the year. Exports during April- 
Kovember 1970 were hi^^er by over lOper cent than in tlw 

same period in 1969, asaresultofboth of an increMcm^ 

quantum of exports and a higher unit price realisahon. ^e 
regulation of export supplies by prod^ng countries during 
1970 tou« appears to have had .a significant effect m haitiu 
toe downward trend in prices. With the extension of toe 
agreement to exports in 1971 and the drawing down of 
i toCrV« in London, tea exports from India are expected to 
tore oonsideraldy better ws year. 

Exports of mill-made cotton textiles, particularly of 
reiU made t^eoo goods, registered a ugnificant mcrem 
durtmli corresponding P«J*^ 

<jei toe pcoc^ng yw, Imt toe value of yarn exports fHi by 
Ibout a^k de^to a sharp rise in toe 
toiWu of hapdloom tobnihi rose only lyrgmaliy. A“on|, 

arentogifbom a ejeta ^ j OW 
oiteakes, oofllm, manganese ore and spices were bi^er. 


durlagthe first eight months of1970-71; however, because of 
theatei^ fall in exports ofjutemanufactitieSt tradition] ex- 
poets, as a whole, showed only a small increase of 2 per cent. 
The value of catoew expwts declined a little, in spite a 
hi her export price fetched, largely because of toe fall in the 
volume of export on account of competition fipomBraril 
asd east Africa. The value of oileafce exports was mow 
tluu 40 per cent higher than in April-Kovember 1969, be¬ 
cause of both better export prim and a sharp rise in the 
quantum of exports fitilowing higher oilseeds production in 
1969-70,. In view of a still better groundnut crop in 1970- 
71, oilcake exports are expected to pick up further. Hie 
value of tobacco exports increased only slightiy despite an 
appreciable increase in export prices. Although the volume 
ofpepper exports fell by about 20percent,toe value ofex- 
ports record^ a significant increase because of a substantial 
rise in international prices. Again, due to buoyant export 
demand, managanese ore exports rose by nearly 22 per cent 
notwithstanding a shift in the export mix towards cheaper, 
low manganese content ores, 

Non-Traditional Commodities 

Exports of non-traditional commodities continued to rise 
at a faster pace; during the first eight months of 1970-71 ex¬ 
ports of this group of commodities were about 15 per cent 
higher than in April-November 1969. Iron ore exports 
rose by about 40 per cent in April-November 1970 as com¬ 
pared to the same period in 1969; the rate of growth for the 
whotertf 1969-70was only 7per cent. Thanks tothe rising 
output of steel all over the world, and espedaily in Japan, 
prospects for exports of ore are particularly bright; and the 
ore may, within the foreseeable fiiture, replace tea as the 
second most important foreign exdumre earner. Exports' 
of iron and steel manufactures showed an increase of about 
20 per cent during April-November. 197a as against 
an increase of about 4 per cent during the full year 
1969-70. There was a marked increase in the exports 
of many other non-traditional items as well, such 
as sugar, footwear, ferro-mmiganese and alloys, mineral 
fuels and lubricants, chemicals and plastic products, and 
rubber maau&ctures. The value of engineering exports 
rose over the eight-month period by about 19 per cent com¬ 
pared to a rise of roughly 33 per cent in 1969-70. Owing 
partly to the shortage of metals and partly to rising interniu 
demand, the rate of growth of engineering exports tiackened 
considenbly in the case of industrial machinery andmetd 
manu&ctures; exports of electrical machinery remained 
stagnant; exports of transport equipment alone recorded a 
sharp inoease in the rate of growth. Tn order to maintam 
tlw growth of exports, steel requirements for export produc¬ 
tion were met 1^ pre-empting internal supplies or thiou^ 
bulk imports; and, dinnestically produced aluminium, which 
is cheaper, was allocated for export production. 

In the case of each of these non-traditional commodities 
however, there has been a dramatic improvement in export 
perfimnance in the latter half of the fiscal year, and the rate 
of growth in this period is estimated to have substantially ex¬ 
ceeded the rate that obtained in the corresponding period of 
1969-70. 

Exports of both marine products and leather goods, 
whichIwd risen appreciably in 1969-70 were lower duringthe 
first «»ight months of 1970. Export supplies of marine pro¬ 
ducts are now beginning to be limited by inadequate capacity; 
The growth of exports in the future, by and large, would da*^ 
pend oht^ rapidity with which further investment in fishing 
part icularly deep sea fishing trawters, materialises.. 

' ‘Rimartaduring‘1971-72aMexpectedtoriteasmuGh igaut 
i’9707l'.^ Ais a result, the average annual increase in exports 
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duriot; first three years'tof the fourth five-year Plan is 
likely to maintain the targeted rate of growth. Given an 
assured supply of steel other scarce inputs for export 
production, exports of engine^ing ^oods arc expected to 
expand satisfactorily. Significant increases in exports of 
other non-traditional commodities are also likely to occur. 
Iron ore exports, in particular, may be considerably higher 
owing to the continued expansion in world steel output. 
Traditional commodities are likely to fare better partly as a 
result of better export demand and partly because of improve¬ 
ment in availability. However, the need to strive for an 
even faster expansion of exports cannot be over-emphasised; 
this is the only way in which a healthy payments position can 
be maintained in the face of rising import requirements and 
debt service payments. 

External Assistance 

The volume of external assistance available continued 
to decline in 1970-71. Fresh aid commitments, including 
debt relief and unutilised aid commitments of earlier years, to¬ 
gether a mounted toRs 2,464 crores, Rs257crorcs less than in 
1969-70. New commitments, which had risen to Rs 831 
crores in 1969-70, after declining in the two previous years, 
amounted to only Rs6l2croresin 1970-71.The availability of 
externa) credit has been affected adversely over the past few 
years because fresh commitments have lagged behind even 
the declining levels of utilisation of assistance. Thus, against, 
a utilisation of Rs 1,196 crores, Rs 903 crores and Rs 866 
^crores in 1967-68,1968-69 and 1969-70 respectively, commit- 


fiieiiits in these years amounted to Rs 
tarqm and Rs 83! crores respectively^ 

Aftaresulttheqaantumofiunttiliaedi aid hat batn 
ing steadily. Aid in the pipeline, wbich at the ht^nninged' 
1967<68 amounted to Rs 2,451 crores was redhead to-emiy 
Rs 1,872 crores at the beginning of I970>71: 4<)iri<ig l979- 
71itfell{'urt^r,byRslS7crores,toR8 1,715 croires owing, 
to the decline in fresh aid conunitxnents for the year. 9^, 
jeot and nop-project credit in the pipeline, tahen 
which stood at Rs 1,694 crores at the begtaning 6f 1970'71« 
duninisbedfhitherduringthe year to Rs 1,637 crpret, dlmost 
entirdyasaconsequenceoftbedrawingdowB of nopiitqietit 
credit. Outstanding unutilised non^pr^ct credit, which at 
the beginning of 1970 71 amounted to Rs 510 ctore^ fell to 
Rs 462 crores hy the end ofthe year, largely because commit'’ 
ments for 197^71 are expected to amount to only Rs 342 
crorM as con^Hitedto Rs 394 crores for the preceding year. 
The overall availability of PL 480 assistance, which had iaip 
proveda little during 1969.70 was substantially reduced dnr* 
ing 1970-71 as there were no fresh aid aggreements. Conte* 
quently, the PL 480 pipeline, which amounted to Rs 149 
crores at the beginning of the year, tapered off to Rs 54 
crores by the end of it. However, a fresh H 480 agreement 
between India and the USA for Rs 112.5 crores was signed 
on April 1, 1971; the amount covered by the agreement 
was increased by Rs 5.6 crores in May, 1971 to accommodate 
additional supply of soyabean oil. 

Credit utilisation, iike credit availability, continued to 
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decline it! 1970-71. Mpreovertthe decline in aid utilisation 
was miicfa larger than what had taken place in 1969-70. 
Disbursementa of foreign aid, which had fallen by Rs 37 
crores in 1969-70. dropped by Rs 97 ciores during 1970-71. 
This fall in aid utilisation was brought about largely by a 
decline in aid'-financed food inerts and in the disburse¬ 
ment of non-project credit. The inflow of aid-financed 
% food imports dropped from Rs 155 crores in 1969-70 to Rs 
99 (rores in 1970-71, whUe the dtsbursement of non-project 
credit shrank from Rs 448 crores to Rs 390 crores The 
utilisation oP project credit is estimated to be marginally 
higher in 1970-71. However, this slight rise has not been 
able to reverse the declining trend in the utilisation of non¬ 
project assistance as its availability is falling. Also, though 
commitments of project credit have been rising somewhat, 
the level has not kept pace with the rate of utilisation. 

Table XI 

INFIX>W OF FOREIGN ASSISTANCE 
GROSS AND NET 


(Rs crores) 


Item ^ 

1967-68 

1968-69 

1970-71 
1969-70 (provi¬ 
sional) 

« 

1 

2 

3 

4 

5 

I. Gross aid disburse¬ 
ment 

1196 

903 

866 

769 

of which: 

(a) PL 480 food aid* 

285 

131 

136 

63 

(b) Ml 480 non-food 

aid* 

57 

27 

33 

32 

(c) other food aid 

45 

55 

19 

36 

n. Gross Aid excluding 

food aid 

866 

717 

711 

670 

in. Total debt servicing 

333 

375 

412 

435 

of which: 

(a) Amortisation pay- 

raents 

211 

236 

268 

283 

(b) Interest payments 

122 

139 

144 

152 

IV. Net aid flow (1—III) 

863 

528 

454 

334 

V. Net aid flow exclu¬ 
sive of food aid. 

(U~IID 

533 

342 

299 

235 


*Inciude assistance by way of imports under rupee pay¬ 
ment terms and under convertible currency credits. 

. Gross aid disbursements take into account debt relief 
inclusive of debt rescheduling/postponment, etc. Debt 
service payments relate to those involving foreign 
exchange. 

During recent years, the net inflow of foreign credit has 
been falling even faster than the utilisation of external assis¬ 
tance; for, along with lower rates of credit utilisation, debt 
service payments have be«i steadily increasing. Interest 
payments on, and amortisation of, external debt, which to¬ 
gether amounted to only Rs 143 crores (in post-devaluation 
rupees) during 1961-62, had more than doubled by 1967-68. 
Debt service charges have continued to rise; from Rs 333 
crores in 1967-68, they rose to Rs 435 crores by 1970-71. 
Consequently, the net inflow of foreign assistance, which 
anmunted to Rs 863 crores in 1967-68, was reduced to only 
Rs 334 crores in 1970-71. No doubt lower levels of extern- 
nat Assistance, both gross and net of debt servicing reltect, 
in part, the reduced dependence on food aid following im¬ 


provements in agricultural output. Even so, the decline in 
other types of external credits, net of debt service payments 
has also been steep. The net inflow of such credits declin^ 
from Rs 533 crores in 1967-68 to Rs 235 crores in 1970-71. 
The actual contribution of external assistance to the financing 
of development is, thus, steadily going dowp and is ten^ng 
to become only a marginal adjunct to the domestic savings 
effort. During the second and third Plan periods, the net 
inflow of external resources financed about one-fifth of tiie 
investment outlays. But, by 1969-70, the share of net ex¬ 
ternal financing in investment had fallen to only 13 per cent; 
and, during the fourth Plan period, the net inflow of exter¬ 
nal resources is estimated to meet only 8 per cent of aggregate 
investment expenditures in the economy. 

In the coming years, debt servicing will continue to ab¬ 
sorb substantial foreign exchange resources. During ]971- 
72, debt service charges arc estimated to reach the high level 
of Rs 458 crores ($610 million); for many years to come, the 
annual outgo of foreign exchange on account of servicing of 
debt already incurred will continue to be well over the level 
of 1970-71, that is Rs 435 crores ($580 million). This sub¬ 
stantial burden is largely attributable to the comparatively 
harder terms, both as regards interest rates and maturity pe¬ 
riods, attaching to a considerable part of the foreign debt 
contracted during the second Plan and the early years of the 
third Plan. Already debt servicing absorbs nearly 30 per 
cent of India's export earnings. During the entire fourth 
Plan debt servicing, it is estimarted, will claim 26.5 per cent 
of export proceeds; this proportion may turn out to be even 
larger in the event of exports falling short of the Plan tar¬ 
get, Thus, the need for debt relief and the softening of aid 
terms cannot be over-emphasised. 

Debt Relief 

Recognising the need for debt relief, the Aid-Jndia 
Consortium had fixed a target of Rs 225 crores ($ 300 mil¬ 
lion) for debt re-scheduling or re-financing for the three-year 
period ending in 1970-71. For 1970-71, Rs 85.5 crores 
($114 million) were pledged as debt relief by the Consortium 
members, bringing the total debt relief extended since 1968-69 
to Rs 241.5 crores ($322 million). Apart from debt relief 
granted by the donor countries and institutions, there has 
also been in recent years some softening aid terms. Con¬ 
sequently, there has been a slight rise in the average matu¬ 
rity of outstanding debts as well as a marginal fall in 
the average rate of interest on such debts. PL 480 
aid, however, has been an important exception to this trend 
towards softer terms, as there has been progressive increase 
in the portion of the loans required to be repaid in dollars. 
In the April, 1971, a^eement, the latter forms 80 per cent 
of the total value of the loan. 

Most of the foreign credit at present has to be utilised 
for imports from the particular lending countries. TJie di.s- 
advantages to the recipient country of credit tying by donor 
countries have been generally recognised and efforts are being 
made to find ways of untying assistance for development. 
A step in the direction of untying of aid was recently taken 
by the USA which decided to relax partially the country- 
tying of loans offered by the Agency for Internationa] De¬ 
velopment; AID loans to developing countries can hence¬ 
forth be utilised for purchases not only from the USA but 
also from the specified developing countries. This con¬ 
cession may enable India to meet some of her requirements 
of industrial materials and inputs from other developing 
countries as well as to bid for AID-financed export orders 
from riiem. However, untying, if it is to bring about a 
geneial mprovement in the quality of aid, will have to be 
extended nirthcr so as to cover a major portion of external 
assistance. 
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LIMITED 

Statement of the Chaiiman, Dr. Bhant Ram, at the Ninth Annnal 
General Meeting of the Shareholden of Coromandel FerNltaera 
Limited held on June 9, 1971. 


DR BHARAT RAM 

DADIES AND GENTLEMEN; 

I have great pleasure in welcoming you to ihc Ninth 
Annual General Meeting of the Company. 

The year has begun propitiously and augurs well for the 
country. The General Elections have happily given the 
Prime Minister the required stren^h to implement boldly 
her policy aimed at growth with social justice. The spectre 
of a weak Government at the Centre need no longer haunt 
us. I hope at all levels meaningful cooperation, born of 
informed reason and conviction, will be extended to her. 
Private enterprise will undoubtedly rise to the occasion and 
cooperate with Government in this common endeavour of 
removing poverty and raising living standards. Wc are for¬ 
tunate that our business, our concern with the farmer, brings 
us into the very heart of the ‘Green Revolution’. Your Com¬ 
pany has the faith that the Green Revolution will remain 
green. 1 cannot resist the temptation of quoting Dr Norman 
E, Borlaug here who said that “[ndian scientists have played 
a major role in launching the Green Revolution,'’ and that 
the farmers here, millions of small farmers, as in other parts 
of the world, have shown a remarkable willingness to accept 
the new discoveries of science and adopt the new technology 
in agriculture. 

I'he food situation has improved since we met last and it 
seems possible that the country will have built up sufficient 
buffer stocks. The remarkable performance in wheat 
has given us greater confidence. Nearer home in Rajendra- 
nagar, a band of dedicated rice-breeders have demonstrated 
that interdisciplinary cffiorls can bring hope into the world 
of nee. The introduclion of ‘Jaya’ is promising and before 
iong, we may witness a revolution in rice, followed hopefully 
by equally encouraging results in other cash crops. 

Plant 

When wc met last, 1 shared with you the hope that 1970 
would sec the Company move into a prolit situation. This 
the Company has done, though it a modest measure. The 
Plant has operated well and at near design capacity, except 
for two unprecedented breakdowns which resulted in a signi¬ 
ficant loss of production. Many corrective steps have been 
taken to ensure that such breakdowns do not recur. There 
are still some areas over which wc have little control and 
which ca use us conctm. The interruptions in power supply 
is one of these and your Management is working closciv 
with the Andhra Pradesh State Electricity Board to ensure 
stability in power supply. Also the construction of a ten 


million gallon water storage reservoir has been taken on hand 
to reduce uncertainties in water supply. 

1 am glad to report that the Company’s labour relations 
have been cordial and satisfactory. In-plant training 
facilities and induction of operational practices ajnd procedur¬ 
es arc a regular feature at the Plant. The Company also has a 
regular apprentice training scheme whereby 26 apprentices 
are given regular on the job training in various mechanical 
trades. 

In August 1970, your Management entered into a three 
year agreement with the Employees’ Association at the 
Plant agreeing to a wage revision taking into account the 
high cost of living and the wage structure prevalent in the 
industry. 

Marketing and Distribution 

We arc gratified to find our product being accepted 
in a wider area of the country. This has been a welcome 
feature in the context of the intensified marketing strategies 
which your Management has launched, to ensure that this 
basic input is available to the farmers at the right place 
and in right time. To cater to areas wherethere was a poten¬ 
tial demand for your Company's fertiliser, Rallis India Tiimit- 
cd, a company with a distinguished record and experience, 
were appointed as another major selling agent for your Com¬ 
pany. 

Your Company has continued its programmes in the 
areas of farm service, demonstration plots, soil testing and 
newsletters for farmer education and this effort will be further * 
strengthened. 

If our agricultural strategy is to succeed, it must rest on 
the adoption of an inte^ted package of'^practices. As 
nitrogen management is significant to plant lire, so is 'credit 
management* important from the farmer’s viewpoint. We 
hope that the institutions concerned with credit will ensure 
that adequate credit is made available all along the line So 
that the farmer's purchasing power is strengthened and this 
vital input goes into the soil at the right time. 

One major concern in this area, viz, movement of ferti¬ 
lisers from the Plant to various points has not been signifi¬ 
cantly relieved. You will recognise that the movemeiit 
of fertiliser over a wide area depends upon the timely 
availability of railwagons and this has not been recured to 
us in any satisfactory measure. This state of afairs has 
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B^ously djwuiMed the even flow of fertilisers and we have 
taken stw to orinjB this to thetiotioe of the concerned autho- 
ritiea. Xhift led us to explore and establish ntore storage 
potato all o ver the. coahtry. These lihutations impose extra 
costs in the handling of our product. We hope that recog¬ 
nising the practice in odier States who have abolished sales 
tax levy, the Andhra FrUdesh Oovemmeat will also abolish 
sales tax on fertiliser and thus help in reducing the cost of 
• 'ftrtiliser to the farmers. 

« 

Ex]^ansliiii« 

Details of the Phase 1 Expansion programme have been 
given in the Directors' Report. Your Management is in 
active consultation with International Finance Corporation 
representatives of the World Bank for financing the foreign 
exchange cost of the project. Immediately on receipt ofa 
favourable response the engineering and allied work will 
commence. Details of the Phase IT expansion are under 
Government’s scrutiny and a decision is awaited soon. 

Other Activities 

Your Company continues its interest in educational actj- 
vitjr. Apart from the scholarships we have endowed at the 
University level, we have instituted a fellowship for investi- 

g ation and research in regard to application of fertiliser in 
ry areas and this project is being carried out in collaboration 
with the Indian Agricultural Research Institute. The Coro¬ 
mandel Lecture this year was delivered by the distinguished 
scientist, Dr Norman E. Borlaug widely acclaimed as the 
apostle of the Wheat Revolution and who was awarded the 
Nobel Peace Prize in 1970. Also on this occasion, the Corfi- 
pany announced the institution of the Norman E. Borlaug 
award for outstanding contribution in the field of agriculture. 
The details will be wo>rked out in close association with the 
Indian Agricultural Research Institute. 

A distinguished scientist of international fame recently 
observed: “We now have the scientific tools ahd competence 
to achieve a major technological change in our agriculture. 
If we follow the path of science, old varieties in all crops can 
soon give place to new ones characterised by a greater capacity 
for yield per day and per unit of water. Most of the factors 
causing instability can be scientifically destroyed, pest 
control can be practised without polluting the atmosphere, 
dryland farming can be profitable. We have the means 


and the technical capability to launch such a mass move-^ 
ment of agricultural transformation and rural uplift.” 

* 

We shall, in modest measure, provide the determination 
and passion to act. 

Directors • 

Since the last meeting, the Company accepted with regret 
the resignations of Messrs. J. Z. Hoffman, L. L. Powell, 
K. C. Madappa, C. R 4 Rao, Sushil Kumar and C. S. Denni¬ 
son. On your behalf, I would like to thank these Directors 
for their services to the Company. 1 would particularly like 
to record the Company's deep appreciation of the services 
rendered by Mr. C. S. Dennison who played a major role in 
formulating the concept of this Company and later in its 
founding. One of the original Promoter Directors, Mr. 
Dennison throughout his many years of association with the 
Company has always been in the vanguard of the forward 
thinkers and doers who arc helping to solve the problems of 
those living a life of scarcity. 

The Company had pleasure in welcoming Mr M.N. Kale 
and Mr N. P. Chakraborty, nominees of the IDBl and IFCl 
respectively and Mr Anil Dc and Mr R. B. Lamer (Jr) who 
joined the Board during the year. 

Your Company has had its share of problems and anxie¬ 
ties. However, the signs of growth, prolnability and improv¬ 
ed marketing and extension performance have been signi¬ 
ficant during the year under review, and this has been due to 
a very close and happy cooperation of workers and manage¬ 
ment. I congratulate them for their dedication and loyalty. 
To Mr J.H. ^kart, who will shortly leave us, a special mea¬ 
sure of thanks is due. He came in at a critical time and under 
his stewardship the Company has moved to strength. He 
pressed into the service of the Company his broad vision, a 
sense of realism and an intimate knowledge of technical and 
human problems. We wish him success in his new assign¬ 
ment. May I also welcome Mr. Lamer who will take over 
from him as the new Managing Director of the Company. 

Thank you, Ladies and Gentlemen. 

(Note : This does not purport to be a record of the pro¬ 
ceedings of the Annual General Meeting), 


X>ItAW VOXJR 

RXXEX> IXEROBIT XITTBRESXS 

mOM’THZ.V’ 

Canara Bank offers you an attractive Scheme under which Interests on your fixed 
deposits will be paid every month. 

For detailed rules, kindly contact the Branch nearest to you. 

CANARA BANK 

Head Oflka: Bin^orv-2 





I 


EASTERN ECONOMIST 


June H, 1571 


U4« 

Vvu ASSOCIATION MEETtNS 

INDIAN SUGAR MILLS ASSOCIATION 

Problems and Prospects of Sugar Industry 

By S. K. SONAIYA 

Extracts of Presidential address of SIvi S. K. Somaiya delivered at the 38th Amnnal 
General Meeting of Indian Sugar Miils Association held at New Delhi on 9th Jane, 1971. 


Over the years no other industry on the food front Jias 
attracted as much public attention as sugar, leading to a 
very close and often overcautious administrative attention. 
A series of regulatory measures have thus emerged. But 
there have been frequent changes in policies, however well- 
conceivedf adding to the uncertainties in the working of this 
seasonal industry. 

Sugar has been the most rigidly controlled industry even 
in periods of decontrol or partial decontrol. No flexibility 
has been left to the Industry so essential to meet ever chang¬ 
ing situations. 

Background 

In the mid-fifties when the Industry was free from con¬ 
trols, North Indian factories showed remarkable progress 
and expansion. When controls were imposed in the North 
around 1958, and the South was left relatively free, the 
major growth impulse was witnessed in the latter area 
whereas the North stagnated. In fact, the control price 
structure was so rigid that the finance of most of the North 
Indian units suffered a severe set-back, 

A fair price structure is essential for the vitality and 
growth of this or any other industry. In fact. Government 
accepted this premise, and rightly so, in the resolution adopt¬ 
ing the 1959 Tariff Commission Report which, inter alia, 
stated that the cost of production derived from the schedule 
and the return on employed capital should be allowed so as 
to “provide sufficient funds for each unit to meet the commit¬ 
ment under bonus and gratuity, interest on borrowed capital 
and debentures, dividends on preference shares, managing 
agents' commission, and income tax and finally leave a re¬ 
sidue to a large majority of units in all the regions to declare 
reasonable dividends.” 

Despite the well enunciated Government policy the 
Industry was denied u fair return persistently over a period 
eroding substantially the financial base of many companies. 

Further, in the past decontrol was followed in the wake 
of increased production and satisfactory stock position, with 
the result that prices generally ruled around or below the 
fair levels resulting in losses. When, however, prices tended 
to harden, even by 5 to 10 per cent above the fair price level, 
controls were hastily reimposed, denying the Industry the 
opportunity to recoup losses. 

Enqiiiry Commissions 

The cost schedules evolved by Tariff Commission and 
other expert bodies in the past left the Industry with inade¬ 
quate funds for servicing the capital, apart from rehabili¬ 
tation and modernisation. In addition, 1969 Tariff Com¬ 
mission proceeded on an erroneous assumption and artifi¬ 
cially froze the gross block of the industry at 1966-67 level 
for computing depreciation on “written down value method”, 
ignoring completely, the substantial investment which had 
taken place since at considerably higher costs. Conse¬ 
quently the depreciation provided for in the current schedule 
was in fact only about half of what it should have been, 
following well accepted accounting principles. The Tariff 
Commission, as a package deal also allowed Rs 2 per quin¬ 
tal as rehabilitation allowance. However, the Govern¬ 
ment accepted the recommendation of the Tariff Commission 
only in respect of depreciation and ignored the one relating 


to rehabilitation allowance. Thus, industry suffered on 
both the counts. Moreover the implementation of the 
schedules too, left much to be desired to the serious detri¬ 
ment of the industry. 

Zonal Pricing 

The price structure thus evolved for many zones cannot 
possibly be economic as established by empirical evidence 
and as such majority of units have not been even able to 
cover their costs and have consequently found themselves in 
the red. To remedy the situation there should be a built-in 
element of cost which would make the price reasonable for 
a large majority of units. 

Current Scheme 

Government makes two price revisions durii^the year; 
one at the beginning of the season based on estimate of re¬ 
covery and duration and the second after the crushing season 
based on actuals. Unlike previous years, in the 1969-70 
season Government did not even announce the final prices 
taking into account the actual working results and the cost 
escalations. The entire production was released at the highly 
uneconomic provisional prices, announced earlier in the 
season. 

A still more distressing situation came to prevail during 
the current season 1970-71 as the Government did not even 
determine the provisional rates based on the latest available 
estimates of sugar recovery for various zones and duration 
of the season which was expected to be shorter. Besides, 
the basic costs too had gone up due to various statutory 
provisions like the implementation of the Second Wage 
Board Award, higher rates of depreciation under the Income 
Tax Rules, increased cane freight charges etc. 

In certain States, even the local levies had gone up. 
Debt servicing charges also registered a steep increase due to 
larger stocks that the Industry had to carry for unduly long 
periods. Mces of consumable stocks and cost of packing too 
witnessed significant increase. 

Government merely continued the provisional rates of 
the last season 1969-70 during the current season as well and 
factories were obliged to deliver sugar only on the basis of 
notional provisional rates regardless of actual costs. 

Lower Free Sugar Realisations 

On free sugar, realisations were even lower than levy 
sugar in most regions during the major part of last year. 
Discriminatory higher excise duty of 37.5% on free sugar, 
as against 25% on levy sugar was also a contributory factor 
as for the same selling price it meant lower realisations of at 
least Rs 15 per quinta] on free sugar. Further, the distress 
was aggravated due to marked disparties in the stock levels 
in different regions to the serious detriment of units in the 
high cost zones. 

Stocks & CredH 

The Industry was further faced with the problem of fi¬ 
nance. Against its estimated peak stocks worth Rs. 4S0 
crores, the Industry secured an advance of only about Rs. 
260 crores leaving a resource gw of Rs. 190 crores, with the 
result that during the months of peak stocks^ cane payme^s ^ 
could not be maintained despite best efforts. The poshioit 
was further aggravated due to the imposition of stiffer siar- 
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While fiictB Bie $p obvioui, the industry is almost conti- 
iliiovely ffubjeoted to imtotoiiiiedciitidm various counts, 
^jjhe asroaca of cane dues have often heen cited as an instance, 
and the case of V*P> and Bihar is often mentioned. While 
thisisftgs^iteptobtem* thejiositioaismore orlesssimilar 
in other states as well. The Units managed by Govern* 
meet orthoiein the cooperative sector are even worst placed. 
Jfkb under^icores the point that a mere mode of manage* 
meat or ownership does not provide a solution. 

Mention may also be nuule here of the impact of the 
controls on the general well-being of the InduSt^. Rigo¬ 
rous controls hitherto applied to North Indian factories have 
sinoa been extended to other States as well. This has ad¬ 
versely afibctod the perfbnnanoe of the factories in the 
Southern States^ particularly in Tamil Nadu. In this State, 
the ftctories had a disastrous season in 1969-70. Almost 
every unit incurred a loss. 

N. In this context, the appointment of the Sugar Enquiry 
Commission which has probably the widest terms of reference 
ever drawn up for any Commission for the industry, under 
the distinguiimed Chairmanship of the Ex-Chief Justice of 
Calcutta Hin^ Court, Shri D.N. Sinha is indeed a Welcome 
step. It is hoped that this Commission will deliberate in 
depth on the fundamental issues responsible for the present 
health of the Industry and put forth highly objective and prag¬ 
matic reoommondattons which coula put the industry on 
an enduring basis and thus impart the much needed vitality 
which it so badly needs. 

Sugar Deeoeliol 

Govemmeni's recent decision to decontrol sugar, appa¬ 
rently as an alternative to price increase, came, somewhat, 
as a surprise to the industry because the sugar policy is 
announced at the beginning of the season. The Industry, 
however, i$ not averse to decontrol. In fact with its abidi^ 
faith in the market mechanism it cannot but think in terms 
of freedom from controls. 

Now that decontrol is a reality, the industry is anxious 
that it should not turnout to be a shott term expediency, and 
that It would be pursued as a long term policy. For, any 
policy at best can prove efficacious over a period of time 
and only a long-term stable policy can be in the ultimate inte¬ 
rest of all concerned. 

ErlceVaitotii^s 

Price variations are a normal feature in a free economy. 
This should not be viewed critically. The efficacy of the 
policy of decontrol should not be judged on price variations 
of minor nature. Market forces should be permitted suffi¬ 
cient time to correct the imbalances. 

As for the immediate situation, with sudden change in 
the pattern of distribution and the large stocks that we have, 
it is not unlikely that theie may be some frequent price 
fluctuations, as markets will take some time to adjust to the 
new situation. 

To impart the much needed stability to the countiy's 
sugar economy on a Ions: term basis, it will be necessary for 
the Government to initiate necessary follow-up measures. 

FeUeuNup Meeseres 

(1) Monthly releases:—-This leverage could be efibctively 
employed for maintainig prices at the desired level. The 
correct criteria for determining the monthly quantum of re¬ 
leases would be the actual <m-take during the previous 
months, with suitable adjustments for festival demands 
and sla^ months. ' 
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average rate of levy and ftee sugar as was applicable befell 
deoimrel and also value sugar at market rates. f 

(3) Bxdae Rebates :^lt is essential that suitable incen¬ 
tives are announced well in advance to compensate the 
ftkctories fuOy for higher costs on working during the early 
and latidr part of the season during 1971-72. During 
the tttneat season, some factories are still working at Very 
lowteeoveries thereby incurring considerable additional costs 
and they too should be fiilly compensated through an¬ 
nouncement of suitable reliefs. 

(4) Cane Freight r-^There have been sharp increases in 
fteight rates during the last two years, 35% and 6% res¬ 
pectively, This would render crushing of rail cane unecono- 
uric and thereby aitect production. Necessary remedial 
measures are called for. 

(5) Cur Prices;—For ensuring a steady rising trend in 
sugar production, it is also necessai^ to stabilise gur prices at 
economic level. It is only by maintaining gur prices at an 
economic level through price support that it will be possible 
to avoid wide variations in the cane acreage which in turn 
would ensure a steadily rising trend in production of both gur 
and sugar. 

(6) Cane Prices:—With the decontrol of sugar suitable 
adjustments in thel>asis for fixation of minimum cane prices 
wilt become imperative to protect the interests of low re¬ 
covery zones. Further for calculation of individual factories' 
cane prices, the average recovery for the entire season should 
be taken into account and the normal statistical method of 
rounding olT should be followed. 

(7) Reversal to Specific Duty:—With decontrol of sugar, 
Government may examine the feasibility of reverting to a 
specffic rate of duty as a measure of simplificiation and sta¬ 
bility and for avoiding any speculative tendency in this regard. 

(8) Licensing of traders:—In view of decontrol licensing 
ofwholesale dealers has lost its original purpose and there¬ 
fore should be done away with. 

New Ci^lty 

During the Fourth Plan period. Government have pro¬ 
vided for a production target of 47 lakh tonnes and have 
licensed a capacity of 49.65 lakh tonnes. Government 
have further lelaxM the licensing provisions under which 
no licence would be required so long as the capital investment 
did not exceed Rs. 1 crore. While such relaxations are 
generally welcome, it is feared that in the case of sugar, they 
may tend to distort the planned growth and development 
of the industry as envisaged by the planners. Government 
have already excluded half a dozen industries like cotton 
textiles etc., from the aforesaid relaxation and sugar should 
also ht included therein. 


GMgmr Exports 

With an export of 3 18 lakh tonnes and a foreign ex¬ 
change earning of over Rs 25 crores, 1970 was a fruitful 
year m the export held. During the current year too, it has 
been decided to export the full quantity available under the 
ISA and the preferential arrangements. Thus the total 
exports estimate this year are about 4 lakh tonnes, with ex¬ 
posed foreign exchange earnings of about Rs. 38 crores. 


SugorCtiie Development 

Sugarcane is the life-blood of the Sugar Industry. It is 
only by accelerating cane development work that lasting stabi¬ 
lity in the indust^ can be achieved.ln the Northern region, 
the cane productivity is comparatively low and thus the de¬ 
velopment potential there is the largest, but the progress has 
been rather slow. The main reason for this has been the 
lack of an effective organisation to channelise cane develop¬ 
ment activities. Cane development work in Maharashtra 
as also in the Southern region has made rapid strides because 
of the sugar factories' direct involvement in caao develop¬ 
ment. To improve matters, a certain percentage of the area 
in rim factory zone should be earmarked for the purpose of 
cane development whidi riumld bp available to such factories 
who enmt to undertake cane devetopment work. 
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NeurfieMe 


ALOKUOYOG tptils prosperity through producttvity. It's a group of enter* 
prises under enlightened leadership striving to produce more and better-for 
nation's progress. A group of people one minded In their endeavours to meet 
national objectives. 

In performance for productlooi ALOKUDYOG means much much more than 
all these. 


ALOKUDYOG 


THE JAIPUR UDYOG LTD. 
JAI AGRO INDUSTRIES LTD. 
KANPUR JUTE UDYOG. 
THE JAIPUR UDYOG (NIGERIA) LTD. 



SAGALKOT . UDYOG LTD. 

ALOKUDYOG VANAGPaTI A PLYWOOD LTD. 
SAHU MINERALS A PROPERTIES LTD. 
ALOKUDYOG OVERSEAS LTD. 
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SIEMENS 


Turning cartwheels to keep 
lignite on the move? 

Or is yours 
another problem? 




When Siemens came on the btcno at Ncyvoh tho fir t oim n 
cast hgntto mine m the countiy, we started the wheel' ol 
progress moving. Discarding tiaditiondl methods likcdrilliiKi 
blasting using dtag*lrnes shovels and dumpct' we 
metalled India s first bucket wheel excavator A giant 
revolving robot, it unearths 18 million tonnes of overhurdi n 
and lignite every year slicing 198 metres above and 48 
metres below the level of the ground. 

The challenge lay in selecting the right types of dnvto to 
keep the wheel turning, designing motor controls to koerr 
the conveyor system moving smoothly and devising 
elaborate safety precautions for the electric iil system And 
Siemens with that unique combination of experience and 
knowledge were perfectly cast for the role* 

Whether ifs mining, sugar, textiles steel or erment a 
Siemens projects division engineer is thoroughly conversant 
vwith the technology, processes and machinery of the 
industry he handles. 

And he is backed by a chain of specialists Siemens research 
in Germany helps us design sor)histicated products to meet 
the needs of the future Our manufacturing plants in India 
give us products tailored to indigenous requirements. 

Our erection department translates into reality the plans 
conceived by the project engineers dovetailing with the 
plant's over-all installation and commissioning schedules 

Siemens are at home in modem mdustry-»with electricals 
that form an integral part of its technology electricals 
that are the pulse beat of the project 



Giant bxcavaior driven by Siemens SIO kW motor 


Sicrmns India Ltd 
Head Office 

134A Dr Annio Besant Road. 
Bombay 18WB. 
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NOT A HATTER OF MAIDA 

Ik his reply to the feiiei:al debate on the budget in the Lok Sabha» Mr Chavan 
has treated his critics not merely casually but with a certain contempt. By refusing 
to make any other changes in his scheme of taxation than the withdrawal ol* the 
proposed excise levy on and coarse cloth» Mr Chavan has served notice that 
his party is even prepared to risk the slowing down of the industrialisation of the 
coontryinitsseliishandstubbom pursuit of its political interests. Having secured 
power through the unrestrained and unashamed practice of demagogy, Mrs 
Indira Gandhi and her colleagues have apparently chosen to maintain them* 
selves in power through the same means. Their much advertised war against 
mass poverty has in fact turned out to be a c1as$ war against those sections 
of the community which they consider to be politically dispensable in the 
context of adult franchise. The budget has attacked with short-sighted but 
single-minded animosity the entire range of impulses to growth in the econo¬ 
my, particularly in the areas of commerce and industry. 

The real evil a budget of this kind could and would do to the country, how¬ 
ever, is not the immediate or specific damage it may cause but the process it has 
inevitably started of stimulatinga destructive appetite which must grow by what 
it feeds on. MrChavan in fact has threatened that his tax measures are not the end 
of the story even with regard to the current financial year. He has conceded that 
the undefined demands on the government's resources which the ref^ugee influx 
represents have imparted a tentative character to the expenditure estimates of the 
budget and that the government nmy therefore have to come l^fore the country 
even earlier than February next with proposals for raising more revenue. 

While the emergency created by the refugee influx is to some extent a deve¬ 
lopment beyond the control ofthe Government oflndia, what cannot be condoned 
is the irresimnsibility implicit in the decision of the Finance Minister and particu¬ 
larly his chief, the Prime Minister, to burden the government with avoidable cur¬ 
rent obligations elsewheit in the budget. No government which is really consci¬ 
ous of the pressures on the nation's resources which have been generated or are 
likely to be generated by the refugee influx could have had the audacity to think 
in terms of substantially increasing its Plan commitments just now. 

These are days which call for the most rigorous discipline in the conduct of 
the government, particularly in the way it pieces public revenues to various pro¬ 
grammes. It is therefore most regrettable that the government has thrown all 
caution to the winds and has chosen to travel in a direction in which clearly lie 
dangers to the economic stability of the country. It is indicative of its cavalier way 
of thinking that the Finance Minister should have threatened the country with the 
possibility of a special cess to finance the proposal in his party's manifesto for what 
IS flamboyantly described as a children’s charter. If it is Mr Chavan's argument 
that the government cannot practise economy or discrimination in the vast total 
of its spending even to the extent of saving Rs 10 crores a year for a nutrition pro¬ 
gramme, the short answer to him is that either he is extremely naive or the govern¬ 
ment of which he is a member shockingly cynical. 

In fairness to MrChavan, however, it must be said that some of the critics 
of the budget at least did deserve to be dismissed with the crumbs he has thrown 
to them in the form of the withdrawal of the proposed central excise duty oh 
moil'll and the cancellation ofthe proposed increase in the excise duty on coarse 
cloth. One of the most lamentable aspects of post-budget discussions was the 
trivial nature of the observations of some of the commentators. Even Mr M.R. 
Masani, who ought to have known better, chose to apply a disproportionate share 
ofhismentalefTorttodenouncing thetaxingoflipstick. No wonder the Finance 
Minister has chosen the easy Way out shown to him by such shallow reactions and 
attempted to gain for himself an image of responsiveness by giving up the proposal 
to tax maida—^ if it matters at all whether maida is taxed or not in this budget. 
Our grievance against this budget must be not so much about the particulars of 
its excise duty proposals or even direct tax measures as about the relentless cam¬ 
paign its philosophy and policy have now launched against every impulse or re¬ 
source of economic expansion on which alone rests both the growth of national 
wealth and the welfare ofthose many millions of ordinary men and women whp 
are not in a position to dream of personal enrichment through political self- 
aggrandisement. 
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Prospects for Import Substitution 


fN HfS budget speech on May 28, the 
Finance Minister, Mr \.B. Chavan, 
expressed satisfaction at the progress 
made by the country in import substi¬ 
tution. It is indeed true that the pro¬ 
gramme of import substitution has 
worked well in many fields especially 
in respect of industrial machinery, cer¬ 
tain chemicals, and in some other in¬ 
dustries. For example, the share of 
imports in the total supplies of sugar 
mill machinery has come down drasti¬ 
cally from 100 per cent in 1950-51 to 
1.3 per cent in 1969-70, of textile ma¬ 
chinery from 67.6 per cent in 1955-56 
to 31.36 per cent m 1969-70, and of 
machine tools (metal working) from 
89.9 per cent in 1950-51 to 42.8 per 
cent in 1969-70. 

Other industries where significant 
reduction m imports has been achieved 
are iron and steel, aluminium, soda 


The feature **Bi>oks Briefly'* will appear la 
our issue dated June 25. 


ash, caustic soda, bicycles, sewing ma¬ 
chines, paper and paper board, and 
ammonium sulphate. The table Mow 
shows the share of imports in the 
total estimated supplies of the above 
items. 


Measures to improve the productivity 
of these and other commercial crops 
have been under discussion and con¬ 
sideration for several years but the 
progress in implementing them has 
been tardy, one main reason being the 
indifference of the state governments 
concerned. Meanwhile, the cost of im¬ 
porting these raw materials continues 
to go up. Tn 1969-70, for instance, the 
raw cotton imports cost Rs 82.8 crores. 
The import of raw jute in 1968-69 was 
valued at Rs 9.3 crores. In the next 
year, there was a sharp reduction to 
Rs 1.1 crores but the fact remains that 
the country again faced a shortage of 
raw jute in 1970-71. It is not clear 
how exactly the government is going to 
persuade the state governments to give 
serious attention to this urgent prob¬ 
lem. 

So far as import substitution of in¬ 
dustrial products is concerned, further 
progress will depend on the speed With 
which we are able to implement the 
various schemes of industrial develop¬ 
ment, Apart from the dilatory proce¬ 
dures in regard to industrial licensing, 
the delay and the high cost involved in 
obtaining raw materials appear to slow 
down the progress in import substitu¬ 
tion. Our country continues to rely 
heavily on imported raw materials. In 


1970-71 (April lo^Octobed ^ <^uniry 
imported raW materiats andintetiu^'ate 
manufactures far Rs Slo.Sqroi^^of 
which the noiore impoitant items were 
cashewnuts, copra, crude, rubber, raw 
wool, cotton, jute, oil (crude), ehcmical 
fertilizers, iron and steel, and noa*' 
ferrous metals. Most of these impojdtie ' 
have now been canalised throu^ 
the public sector agencies. Bht 
procedure seems to have made imports 
costlier in many oases. 

V 

For instance, at the conferes\ce on raw 
materials, sponsored by the Engineer¬ 
ing Association of India in New Delhi 
in May this year, it was pointed out that 
the canalisation of non-ferrous metals 
through the Minerals and Metals Trad* 
ing Corporation (MMTQ was causing 
delays and difficulties. It was stated that 
the prices charged by the MMTC were ^ 
“very high*’ and that they did not jp^ 
fleet the trends in the internatidnal 
prices of metals. The MMTC’s charges 
were also said to be excessive. It was 
pointed out that if the industries were 
directly allowed to import 'copper and 
other non-ferrous metals, the prices 
would have been substantially cheapen 


The President of the Indian Paint 
Association, at its annual meeting in 
Calcutta on June 4 this year, said that 
in regard to the import of raw materials 
for the paint industry there was 
substantia] mark-up on account of the 
STC*s expenses, overheads, and profits 
and by way of their distributors’ com¬ 
mission on the ex-godown sales.” 


Though the progress in import 
substitution in respect of these in¬ 
dustries seems satisfactory, there 
are many others where the coun¬ 
try has not made much headway. 
This is particularly true of raw 
cotton and raw jute. In 1955-56 the 
share of imports in the total supply 
of raw cotton was 1.23 per cent. The 
supply in that year amounted to 4.96 
million bales of 180 kgs. But in 1969-70 
the percentage of imports was practi¬ 
cally the same, namely, 11.9 per cent, 
the total supplies being 6.83 million 
bales of 180 kgs. In the case of raw 
jute the share of imports in the total 
supplies Was 6.5 per cent in 1969-70 as 
compared to 4.0 per cent in 1968-69, 
and 35.1 per cent in 1950-51. 

' The production of jute and cotton, 
despite their great importance to the 
country's economy and exports, has 
remained practically stagnant. The 
production of jute (including mesta) 
was 6.8 million bales in 1969-70 com¬ 
pared to 6.6mil]ion bales in 1966-67 and 
cotton (lint) 5.2 million bales against 
S.O million bales in the same period. 


PERCENTAGE OF IMPORTS IN TOTAL ESTIMATED SUPPLIES 


Industry 

Unit 

1950-51 

1969-70 

Iron & steel 

(000 tonnes) 

(a) 1391 

(b) (25.2) 

5202 

(8.0) 

Aluminium 

(000 tonnes) 

(a) 14.7 

(b) (72.8) 

137.6 

(1.8) 

Soda ash 

(000 tonnes) 

(a) 75 

(b) (40) 

427.2 

(Negligible) 

Caustic soda 

(000 tonnes) 

(a) 34 

(b) (64.7) 

360.3 

(Negligible) 

Bicycles 

(000 numbers) 

(a) 264 

(b) (62.5) 

1914 

(Ne^giUe) 

Sewing machines 

(000 numbers) 

(a) 56 

(b) (41.1) 

328. 

(0.3) 

Paper & paper board 

((X)0 tonnes) 

(a) 151 

(b) (23.2) ■ 

737 

(18) 

Ammonium sulphate ^ 

(000 tonnes) 

fa) 423 
(b) (88.9) 

1399 

(56.5) 


Note (a) Total estimated supplies 

(b) Percentage of imports to total estimated supplies. 
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Tfaem i* also the jwoblem ariviig from 
the paymeat of utoa tax on foods im> 
por^ through the iwbfic sector agen¬ 
cies. Although an attempt has been 
ma^to solve the problem of sale 
tax by tranafefring the documents on 
the high seas, it is reported that there 
.have been many practical difficulties 
in‘making this arrangement. The ex- 
pertence*of various other industries in 
regard to canalisation has been far 
from encouraging. In addition, the 
imppsition of increased import duties 
on Mcbineiy and many raw materials 
id the budget for 1971-72 is likely to 


slow down to some extent the pace of 
our industrial development. 

If therefore the country is to make 
faster progress in import suMtitution 
in the years ahead it it essential that not 
only the economic policies should be¬ 
come less restrictive but administrative 
efficiency should be improved at every 
level. The scope for import substitu¬ 
tion is vast indeed but it is for the 
government to accelerate the pace by 
appropriate changes in policy and pro¬ 
cedure as well as in their implementa¬ 
tion. 


*HlnV Fashions in Steel 


The central government deserves to 
be complimented on its recent decision 
to allow the setting up of *‘mini-stee1 
plante** based primarily on scrap. The 
estal^ishment of nine such units has 
already been approved. When working 
to full capacity, they will be producing 
440,000 tonnes of mild steel — 410,000 
tonnes in the form of billets and 30,000 
tonnes in the form of ingots. The 
in^vidual capacities of these plants 
ranges from 30,000 tonnes to 80,000 
tonnes, but mostly they will be between 
40,000 and 50,000 tonnes. Two units 
will be set up in the state sector, six 
in the private sector and one in the 
joint sector. 

Whether the grant of permission to 
private entrepreneurs for the setting 
up of mini steel plants has violated the 
Industrial Policy Resolution of the go¬ 
vernment is a question fit only for 
sterile controversy, for there can be no 
denying the fact that they would go 
someway in relieving the acute shortage 
of steel which is likely to persist even 
after the commissioning of the Bokaro 
steelworks. Tne spreading of these units 
over various states should relieve the 
pressure on the transport system; pre¬ 
sently iron and steel have to be moved 
over long distances from the existing 
five integrated steel plants. 

Other points in favour of mini-steel 
plants are: (i) their low capital cost, 
and (ii) their short gestatioh. A 
50,(K)0-tonne unit is estimated to cost 
about five crores of rupees only—a 
capital block of just Rs 1,000 per tonne, 
as against the latest estimate of R s 
2,500 per tonne in the case of Bokaro 
at its target capacity of four million 
tonnes. The mini-steel plants can be 
set up in a couple of years, as against 
the much longer period required to 
put up a large integrated steelworks. 
The mini-plants can further be expec¬ 
ted to be less vulnerable to labour 
trouble. Tbe calls they would make 


on managerial skills and capabilities 
should also be modest* 

Of the nine units which have been 
approved so far, only two — those of 
TISCO and Punjab State Industris 
Corporation — will be producing steel 
from iron ore. A significant point to 
be noted in regard to these two units 
is that only carry-on-business licences 
have been issued to them. Thus, accord¬ 
ing to the present decision, steel manu¬ 


facture in the mini-plants is envisaged , 
to be primarily from scrap. Fourteen 
more applications for putting up mini¬ 
steel plants are understood to have been 
forwarded by the Ministry Steel, 
after due processing, to the Licensing 
Committee for final decision. Still 
another 18 proposals arc under con¬ 
sideration in the ministry. 

The seven mini-plants based on 
scrap will be making use of the conti¬ 
nuous casting process which eliminates 
the ingot-makmg stage. The continu¬ 
ous casting equipment is proposed 
to be imported for the present as the 
Heavy Engineering Plant at Ranchi, 
which is to be the ultimate indigenous 
source of supply of this equipment, 
will not be able to make it available 
expeditiously. 

The government may now consider 
allowing private entrepreneurs to manu¬ 
facture sponge iron in small units. 
Some proposals in this connection are 
understood to be under consideration. 
An early decision on them is called for. 
Sponge iron can replace scrap in mak¬ 
ing steel by arc furnaces. 

Another interesting development 
that has recently taken place in steel 


STEEL MANUFACTURURE: MINI UNITS RECENTLY SANCTIONED 



Party 

Location 

Capacity 

(tonnes) 

Process 

1. 

Krishna Steel Industries 

Bombay 

50,000 

Scrap melting, co- 




(billets) 

tinuous casting. 

2. 

Electro Steel Castings Ltd 

Ghaziabad 

40,000 

Do. 

3. 

Steel Complex Ltd, (Equity 
participation by Kerala In¬ 
dustrial Corpn.) 

Feroke 

50,000 

Do. 


(Calicut) 

(billets) 


4. 

Rathi Alloys and Steel Ltd 

Ohaziabad 

40,000 

(billets) 

Do. 

5. 

S.N. Agarwal 

Bangalore 

50,000 

(billets) 

Do. 

6. 

Andhra Steel Corporation 

Bangalore 

50,000 

(billets) 

Do. 

7. 

Orissa Industrial Develop¬ 
ment Corporation 

Not yet 
known; 
Somewhere 
in Orissa. 

Do. 

80,000 

(billets) 



8. 

Punjab State Industrial De¬ 
velopment Corporation 

Ludhiana* 

50,000 

Conventional from 



(billets) 

iron ore4 

9. 

Tata Iron and Steel Com¬ 

Adityapur* 

30,000 

Do. 


pany. 

(ingots) 



Total Capacity 


440,000 



»Carry-oa^business licences. 
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itikvnttfacture is the production of steel 
by using non-coking coals^^ Knos^n 
as the Bharati process, this stcel-xnak- 
ing complex consists of a gasification 
plant, a reactor for reducing iron ore, 
a power station to utilise excess ther¬ 
mal power released from the gasifica¬ 
tion plant, an arc furnace to convert 


iron into steel and a continuous casting 
unit. A pilot project using this process 
is said to have already been set up by 
Koppers in West Germany. The Central 
Engineeriing and Designs Bureau of 
Hindustan Steel at Ranchi is also ex¬ 
amining the fea' ibility of commercial 
exploitation of rlie Bharati process. 


Borrowing Without Bother* 


Whichever way one looks at the 
central budget for 1971-72, the im¬ 
pression cannot be resisted that the 
Finance Minister, Mr Y.B. Chavan, 
has grossly.underestimaled revenue and 
capital receipts and the overall deficit 
has been needlessly magnified. It 
would have been normally expected that 
an attempt would be made to revise the 
capital budget and reduce its deficit but 
the target for borrowing through open 
market loans has not been revised and 
additional credit has been taken for 
Rs 25 crorcs only in respect of collec¬ 
tions under the small savings campaign 
and for Rs 40 crores in respect of spill¬ 
over PL 480 funds. 

The increase in receipts under these 
heads has been neutralised as there is 
also an increase in capital disburse¬ 
ment to Rs 2,395.89 crores in the latest 
budget from Rs 2,304.09 crores in the 
earlier estimates for 1971-72, presented 
to Parliament in March. As capital 
receipts have risen to Rs 2,023.54 
crorcs from Rs 1,949.59 crores, (he 
deficit in the capital budget is higher at 
Rs 372.15 crorcs against Rs 354.50 
crores in the interim budget and the 
overall deficit has swelled to Rs 396.90 
crorcs from Rs 229,57 crorcs in the 
revised budget for 1970-71. The capital 
budget deficit, however, is less as com¬ 
pared to the previous year’s figure of 
Rs 417.71 crorcs (1970-71 revised) on 
account of technical adjustments. 

It would have been normally expec¬ 
ted that net borrowing through open 


the form of 4i4per cent i979,boBdB 
for Rs 6.70 crores and 5t per cent 
1999 bonds for Rs 71 .*62, croresMn 
all for Rs 79.32 crores. The total 
borrowing should be much more than 
Rs 550 crores. Indeed, net borrowing 
should have been easily Rs 250 eroreSt 
if the realisations by the Reserve Bank 
through open market loancandthe debt 
created by the govemihent for paying 
compensation are taken into account. 
It is learnt that many erstwhile banks 
market loans would have been assumed successful in marketing their 

on the much larger scale than now anti- ^<>ttds and realising cash, which would 
cipated because of the prospect of a meant that the banking system 
faster growth in deposits of scheduled other credit institutions have in- 
commercial banks, bigger additions to c^’^^Bsed their investment portfolios 
the assets of the Life Insurance Cor- correspondingly. The government for 
poration and larger credits at the dis- ^1® ‘S deriving substantial benefit 
posal of provident funds and trusts. compensation bonds because it 

Even so, gross borrowing is unchanged reported that the net earnings of the 

at Rs 500 crores though higher than the major banks have been satisfactory 

amount of Rs 427.59 crores for 1970-71 m 1970 and thei e willhe nceforth be a 
(revised). Net borrowing will, of course* continuing rise in these edmings with 
be higher at Rs 167.90 crores against a growth in deposits and advances. 

Rs 136 29 crores, though there is not 


much improvement over the original 


The Finance Minister has not pro- 


estimate for last year when it was ex- chosen to increase the revis^ 

pccted that net borrowing would be estimate for gross borrowing for 1971-72 
of the order of Rs 161.70 crorcs. The *>«causc of the need that may arise for 
government presumably refrained from compensation bonds to the 

effecting reissues of earlier ,oans 

because ofthe contra-seasonal trends in ownership is finally taken over by the 
ApriJ-October’1970 and sizable open government. In view, however ofthe 

market sales by the Reserve Bank. of 

be taken over and of the need for 

It was also necessary to issue com- evaluating carefully outstanding claims 
penNation bonds to the erstwhile major and unexpired risks, the amount of 
banks for taking over their business, in compensation may not be more than 


Slconombi 25 -Qjo 

JUNE 21, 1946 


•The first phase ofthe governmenfi borrowing 
programme, announced on June 14, consisted of 
three loans with 7, 15 and 30 years' maturity 
and of the total value of Rs 375 crores. As much 
as Rs 333.10 crores will be utilised in the repay¬ 
ment of the 4- 5 per cent Loan, 1971, which will 
fall due on July 1 this year. It follows that net 
receipts would be of the order of Rs 42* SH) 
crorcs only. 


Report*! from Washington indicate ihct the 
International Trade Conference originally 
proposed to be held this month is not to meet 
until the second half of 1947. The US Gov¬ 
ernment, further, is not expected to enter into 
reciprocal trade agreements with Britain or 
any other country for mutual reductions in 
tarifis and preferences. Nor will the question 
of British hmniic Preference be taken up until 
late in 1947. There are quite a number of rea¬ 
sons. closely connected with US domestic 
{political and economic circumstances for this 
sudden waning of enthusiasm for the Trade 
Conference and for its postponement by nearly 
a year. 1 ne most important among them is 


the gradual weakening of the bargaining posi¬ 
tion of the USA on account of the irflationary 
situation and greatly increased production 
costs in America which, it is feared, will make 
US goods too cosily in relation to those of 
other countries and also will render US tariff 
reductions very difficult. American position on 
the question of preferences is also weakened 
by the provision for the continuance of the 
preferential basis in American Philippines trade 
for 20 years. To these circumstances might be 
added the complications of raising a contro¬ 
versy in the middle of elections to be held in 
November. 
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Rs 50 cram. Even if.a generous ap¬ 
proach has to ^ adopted for determin¬ 
ing the quantum of compensation pay¬ 
able to general insurance companies and 
a larger amount has to be provided, the 
-central government is in a position to 
"raise as much as Rs 300 crorcs (net) 
through issue of various loans. 

would ribt have been anticipated 
in March this year that the borrowing 
programme of the centre can have 
smooth sailing early in the slack season 
as there was an unprecedented squeeze 
in the money market and the inter¬ 
bank call rate Was at particular stages 
quoted as high as I3i per cent. The 
conditions now prevailing are, however, 
in sharp contrast to those noticed dur¬ 
ing the peak of the last busy season. 
There is presently a remarkably com¬ 
fortable position in the money market 
which was not notified at this time last 
year. The adjustments carried out by 
the central government in the past few 
weeks, the quicker absorption of manu¬ 
factured goods and bigger additions 
to deposits have been responsible for 
a big drop in borrowings of scheduled 
commercial banks from the Reserve 
Bank to Rs 131 crores from the peak 
level of Rs 443 crores. Even during 
the corresponding week in 1970 these 
borrowings were much higher at Rs 266 
crores. There has no doubt been an 
increase latterly in advances and a rise 
in borrowings from the lowest level. 

It can, however, be expected that by the 
end of June, there will be a big addition 
to deposits apart from the contraction 
in advances against sugar, cotton and 
other items. The fresh needs for 
financing procurement operations can 
thus be found to a great extent out of re¬ 
leases of resources locked up in other 
directions. Even otherwise, it will be 
possible to make good use of the re¬ 
finance facilities against advances for 
procurement purposes. It is, therefore, 
felt that there may not be an increase in 
borrowings of member banks from the 
Reserve Bank to any great extent in the 
next few weeks. In any case, these 
borrowings could be effected on a 
concessional basis and liquidated later 
in. July-September after the procure¬ 
ment operations had been completed 
and there was a fresh growth in de¬ 
posits. 

The Reserve Bank Will have to take a 


EASTERN BCX>NOMJST 

decision with regard to the manner of 
issuing new central loans before long 
as the per cent 1971 loan falls due 
for Repayment on July 1, and is outstand¬ 
ing to the e.xtent of Rs 332.10 crores. 
The terms of the new loans have, there¬ 
fore, to be announced sometime in the 
third week of the current month and 
the list for cash and conversion appli¬ 
cations opened on July 1. 

In 1970-71, the borrowing pro¬ 
gramme was completed in two stages. A 
long-dated loan, 51 per cent 2,000 
was issued in April for redeeming the 
4i per cent 1970 loan. In the second 
stage, 5^ per cent 2,000 loan was re¬ 
issued along With a new loan, 4i per 
cent 1977 in October. Thereafter no 
attempt Was made to offer new loans 
and the net borrowing, as stated above, 
Was Rs 136.29 crores. 

Tn view of the fact that there is only 
one maturing loan in the current year, 
the question arises whether the borrow¬ 
ing programme can be completed in 
one effort and the state governments 
allowed to have their own way later 
in August. Having regard to the dis¬ 
tinct improvement in conditions in the 
money market, it will not be difficult 
to make a success of the conversion 
^programme and raise a sizable amount 
also in cash. Since usually Rs 30 or 
40 crorcs will remain unconverted it 
will be advisable if an attempt is 
made to raise only a gross amount of 
Rs 400 crorcs in the first week of July 
and the balance of Rs 100 crores early 
in October, as on the last occasion. 
If this procedure was adopted, it will be 
possible even to mobilise over Rs 150 
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crores in the second tranche of the •* 
borrowing programme. 

There is speculation over the terms 
of the loans as it is being wondered 
whether the Reserve Bank will raise 
the rale of interest on the long dated 
loan which will be offered for mainly 
conversion purposes. Logically, there 
should be an increase in the rate of inte¬ 
rest, because of a higher bank rate, to 
5J per cent with a thirty-ycar.maturily 
if the loan is to be issued at par. •In 
view, however, of open market sales 
in 51 per cent 1995 loan being effected 
at Rs 99.35 and the upward adjus t- 
ments in selling prices in the case of 
loans with earlier maturities, it will not 
be surprising if the government even¬ 
tually decides to issue a long-dated loan 
maturing in 1996 or thereabout for 
Rs 400 crores. 

If this procedure is followed, a de¬ 
cision about a change in interest rates 
can be taken after the state loans are 
out of the way when issuing the central 
medium-da ted loan. The state govern¬ 
ments have to issue their loans in the 
third week of August as the 4 percent 
1971 loan is maturing for repayment 
on August 19. 1971. The Maharashtra 
government 41 per cent 1971 loan re¬ 
payable on July 15, can of course be 
redeemed by paying cash to the holders. 
What is interesting to note is that the 
outlook for the central and state go¬ 
vernment loans is quite promising and 
it will not be diilicult to ensure their 
success as the support will be forth¬ 
coming mainly from institutional in¬ 
vestors. 
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Swallowing the Camel 

V* BALASUBRAMANIAN 


In a mood of near-dcspair, unbccom" 
ing of the “comniitted' civil servants 
of the brave new world which the last 
general election is supposed to have 
cTcated-in New Delhi, the draftsmen of 
the Economic Survey this year have 
declared that “the lessons of our experi¬ 
ence whh controls and also of the var¬ 
ious schemes for the backward regions 
seem to be definitive in one respect; 
while restraints may be made to work, 
stimuli often do not," 

Although this obiter dictum has been 
pronounced specifically with reference 
to the problem of attracting economic 
activity to backward areas, its spirit 
seems to have informed the central 
government’s approach to a whole 
range of issues of economic policy as is 
evident from the fiscal proposals of the 
latest central budget. 

Take first Mr Chavan’s proposals in 
the area of income-tax. The Finance 
Mii>istcr presumably has no faith in 
stimuli as a means of encouraging people 
to earn more or save more out of their 
improved incomes. On the contrary, 
he appears to have relied heavily on 
his scheme of taxation to act as a 
deterrent to non-saving in respect of 
persons who already have managed to 
earn relatively large incomes. By step¬ 
ping up the surcharge on income-tax in 
respect of incomes exceeding Rs 15,000 
he has raised the burden of the income- 
tax to such an extent as to force affected 
asscssces to avail themselves of every 
tax concession or relief available to 
them so that they may effect some re¬ 
duction in tax liability. 

Without Option 

This means that assessces with an 
income in excess of Rs 15,000 find 
theinscivcs without any option in the 
matter of qualifying to the full quantum 
of deduction available in respect of 
long-term savings through life insu¬ 
rance, provident fund contributions,etc. 
Whatever his family circumstances may 
be an assessee especially if his income ex¬ 
ceeds Rs 15,000 finds himself virtually 
forced to divert a substantial part of 
his earnings to these long-term savings 
since not to do so would be to attract 
severe fiscal punishment in the form of 
a sharply increased liability to income- 
tax. The Finance Minister, in other 
words, has put into operation what is 
more or less a schene of compulsory 


llils article is reproduced here by courtesy 
of The Hindustan Times In which it was publish¬ 
ed last week. 


savings for assessecs at higher levels of 
income. 

Normally the concept of compulsory 
savings is considered to be suitable for 
persons whose propensity to save is 
Weak- In the past, attempts were made 
to frame compulsory savings schemes 
as a part of the income-tax. Thus 
Mr Morar ji Desai introduced the short¬ 
lived compulsory deposit scheme which 
was replaced by Mr T. T. Krishnama- 
chari's annuity deposit scheme which, 
again. Was wound up by Mr Morarji 
Desai when he once again became 
Finance Minister. There has been a 
great deal of talk about compelling 
certain classes of people, particularly 
textile mill workers or other groups of 
workers in organised industry, to save 
part of their earnings through govern¬ 
ment-sponsored schemes. In practice, 
however, compulsion has been actually 
used only for exacting savings from 
income-tax assessees at the higher levels 
of income. 

Simple Expedient 

It goes to the credit of Mr Chavan 
that he has caused this process to take 
a great leap forward by the simple ex¬ 
pedient oF making the burden of the 
standard rate of income-tax pronoun¬ 
cedly onerous. Such of us as may care 
for economic analysis arc bound to 
w'oiuler whether the use of compulsion 
to this extent against persons who have 
naturally a high propensity to save can 
serve any wortWhilc economic purpose. 
Especially where the standard rate of 
taxation is used as a deterrent to not 
saving as is the case at present, the 
possibilities are that, although the 
Finance Minister may succeed in ex¬ 
acting larger savings for the lime being 
from current incomes at higher levels, 
his policy may well slow down the 
rate of savings over a period of years 
since the higher standard of taxation 
may cut into the willingness of people 
to earn more and consequently into 
their ability to save more. A bird in 
hand is worth two in the bush is a 
maxim which may be safe enough 
for an unenterprising Finance Minister, 


but it cannot }>e a sufficient guideline 
for action to any government which 
may aspire to think the future in, 
big terms. 

It is no doubt possible to sympathise 
with the Finance Minister when, at one 
place in his speech where he deals with 
the corporate sector, he complains 
that the concessions and reliefs exten¬ 
ded to companies from time to time by 
his predecessors have not always been 
logical. Mr Chavan has pointed out, 
in particular, that there is no justifica¬ 
tion for including debentures and long¬ 
term borrowings in the computation of 
capital employed in respect of tax ex¬ 
emption accorded for a period of five 
years to new industrial undertakings, 
ships and approved hotels to the 
extent of profits up to 6 per cent of 
the capital employed. Mr Chavan has 
put an end to what he regards as ‘"gene¬ 
rosity on the part of the government to 
extend the tax holiday provisioh even 
to such constituents of capital'* as they 
“do not in any manner risk capital." 
He has further justified his action by 
pointing out that interest on debentures 
and long-term borrowings is in any 
case deducted in calculating assessable 
income. 

Himalayan IHogicallty 

The Finance Minister here has no 
doubt a valid case but this is so only 
up to a point. He forgets that the vari¬ 
ous fiscal concessions or reliefs, which 
have been provided to the corporate 
sector in the previous budgets, whether 
logical in themselves or not, do possess 
the basic validity that, but for them, the 
burden of the standard rates of tax 
would have crossed the limits of toler- 
rance. If Mr Chavan is really sensitive 
to fiscal illogicalities, what he must 
shrink from first and formost is the 
Himalayan illogicality of the basic tax 
structure itself. It is strange that he 
is prepared to swallow the camel of 
the major illogicality of the basic tax 
structure but is straining at the gnat 
of the minor anomalies of a few rdiefs 
here or concessions there. 

The Finance Minister's corpus of 
proposals on the taxation of companies 
has the effect of enhancing directly or 
indirectly the effective tax burden on 
the coqjorate sector. This being so, 
few are likely to be taken in by his plea 
that he finds it impossible to tolerate 
what he considers to be anomalies in 
the total scheme of corporate taxation 
which he has inherited. There is little 
evidence that he is motivated by any 
genuine reformist zeal. What he is 
evidently after is his pound of flesh 
from the corporate sector and when he 
shows so much enthusiasm for argu¬ 
ments which would buttress his fiscal 
proposals for companies it is not be- 
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cause lie finds their jntelbctual appeal 
impossible to resin Init because he has 
a keen appreciation of thei^ expediency. 
To make a convenience of logic ccmtes 
easily to the politician. 

A great deal more than logic is 
involved^ however, in Mr Chavan^s 
move to eliminate or limit the various 
tax concessions or reliefs which his 
predecessors tn the Finance Ministry 
have foun<f it desirable to extend 
to the corporate sector, particu- 
larly for iht benefit of new industrial 
undertakings. The reduction of the 
special tax exemption enjoyed by the 
priority industries from eight per cent 
of their profits to five per cent and the 
removal of certain industries from the 
priority list, the notice served on in¬ 
dustry that the development rebate 
would cease after May Si, 1974, and 
above all, the increase in the rate of 
surtax on companies must result in a 
tightening squeeze on the investment 
resources, available to the private sec¬ 
tor. Not only will capital formation 
in the corporate sector be affected ad¬ 
versely and.the funds available for fur¬ 
ther industrial expansion thereby res¬ 
tricted but the cash flow in the books of 
business concerns will also suffer. At 
a time when the corporate sector is 
finding so many difficulties in securing 
sufficient bank credit or other working 
funds, this increase in the tax liabilities 
of companies would surely place obs¬ 
tacles in their way in maintaining cur¬ 
rent production. 

Unaatieractery Situation 

~Thanks to government policies pur¬ 
sued over a period of time, the corporate 
sector in this country has been made 
unduly dependent on public or serhi- 
public financial institutions. The pre¬ 
sent budget proposals would accentuate 
this unsatisfactory situation just when 
the government is becoming both less 
able and more unwilling to provide for 
the financial needs of corporate growth, 
especially in the large-scale sector, 
thro^h its agencies. The Finance 
Minister is thus taking unwarranted 
risks With the industrialisation of the 
country. His basic assumption that the 
increased taxation of hi^r levels of 
income or Wealth, both individual and 
corporate, would be available for step¬ 
ping up the rate of public investment 
and thereby building up the tempo of 
economic growth appears to give far 
too many hostages to fortune. 

The govemment has been historically 
unable to increase its quantum of pro- 
ductii« investment in the economy in 
consonance with the larger and yet 
larger drafts wbich it has been making 
on the commimiiy's lesoumes through 
iimreased taxation year after year. It 
is d#ar that Its record in this respect is 
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unltlmly to improve in the current fiscal 
year or indeed in the foreseeable future. 
While an impressive corpus of theory 
can no doubt be put togetW in support 
of the view that the rate of saving In 
the economy would substantially move 
up only by the govemment activity 
and aggressively strengthening the role 


of public saving, both experience and 
common sense warn us that the econo¬ 
my is likely to be impoverished rather 
than enriched by the government in¬ 
discriminately raiding savings or capital 
formation in the private sector for the 
benefit of a truly bottomless puWic 
erehequer. 


The Metal with Myriad Uses 

S- P‘ CHOPRA 


Tiiii TWo-iMY seminar on “Aluminium 
— the modern metaF’ organised by 
Hindustan Alumimum Corporation 
Ltd, (HINDALCO) in the capital on 
May i6 and 27 prov^ useful on two 
counts. First, it highlighted the neces¬ 
sity of increasing the production of this 
metal which can save valuable foreign 
exchange by replacing some of the non- 
ferrous metals (especially copper) 
which are currently being imported. 
Second, it brought out clearly the re¬ 
lationship between electrification and 
the aluminium industry. Half of the 
aluminium produced in our country 
is consumed by electrical industries. 
Again, to produce one tonne of alu¬ 
minium from bauxite ■— the raW mate¬ 
rial from which this metal is obtained 
—as much as 20,000 kwh of energy is 
required. Aluminium and electricity 
are thus highly inter-dependent. The 
consensus at the seminar was that all 
attempts should be made to enhance 
the production of this metal and the 
government should be persuaded to 
take all such steps as would encourage 
its unhampered growth. 

Crucial Significance 

Dr K,L. Rao. Minister for Irrigation 
and Power, who maturated the semi¬ 
nar, described aluminium and electri¬ 
city as twins born in the last century; 
the growth of one relied upon the de¬ 
velopment of the other. Raising the 
standard of living of the people in the 
rural areas required the carrying of 
power to villages which, he said, was 
possible only through aluminium cab¬ 
les, this country being heavily deficient 
in copper. Mr S.S. Kothari, President 
ofHlNDALCO, also underlined the 
crucial significance of this metal to 
our country by pointing out that alu¬ 
minium is the only non-ferrous metal 
for the production of Which we have 
abundant resources. The bauxite re¬ 
serves, it has been estimated, can sup¬ 
port a large aluminium industry with 
an annual capacity of 500,()00 tonnes 
for more than a hundred years. This is 
on the basis of known and proven re¬ 
serves. However, large aivas contain¬ 
ing bauxite still remain to be explored. 

During the past .decade in particular, 


this industry has taken rapid "strides m 
our country. In I960, the production 
of aluminium was a little more than 
18,000 tonnes; last year its production 
exceeded 161,0(X) tonnes — almost 
eight-fold rise in 10 years. If the pre¬ 
sent trend in demand for this metal 
continues we Will need as much 
as 275,000 tonnes of aluminium by 
1973-74. Incidentally, HINDALCO is 
the largest producer of aluminium in 
our country: its present capacity at 
80,000 tonnes is expected to increase 
to 120,000 tonnes within the next two 
years. 

Major Consumers 

Next to electrical industries, the 
other major consumers of aluminium 
in our country arc domestic utensils 
and appliances, transport, canning 
and packaging, builduig and constnic- 
tion and miscellaneous. In advanced 
countries where power consumption 
has already reached a significantly high 
level, the use of aluminium for electrical 
industries is not large. It varies bet¬ 
ween 6 per cent of total output jii 
J apan to 13 per cent in the UK. It 
follows that in our country as well after 
the attainment of a high level of power 
consumption, aluminium would be 
used increasingly for other industries. 

In a special paper presented at the 
seminar Mr Prem Pandhi, Director. 
Metal Box Co. of India Limited, indi¬ 
cated that efficient aluminium packag¬ 
ing would provide an answer to the 
problem of conservation of food. The 
popularity of aluminium foil as a large 
packaging medium was increasing and 
new industries were making extensive 
use of it. He listed such diverse indu^t- 
ries as dairy products, biscuits, cigaret¬ 
tes, tea and coffee, soaps and cosmetics 
as those which have taken increasingly 
to the use of aluminium foil. Interesting 
papers were read describing the ex¬ 
panding use of aluminium in building 
and architecture, railways rolling-stock 
and various other industries 

While there has been a steady ri^e 
in prices in general for the last few 
years, aluminium is the only metal 
which has maintained stable prices 
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•since 1966. Mr S.S. Koihari jpainted 
dut that, despite the sharp increase 
in the prices of raw materials used for 
producing aluminium, its price had re¬ 
mained unchanged all these y^rs. The 
price of indigenous cryolite is at pre¬ 
sent three limes the price paid in 1966. 
The prices of other raw materials such 
as caustic soda, aluminium fluoride, 
hard pitch, calcined petroleum and coke 
have also been on the increase but the 
price of aluminium has not been raised. 

The claim was made by the spokes¬ 
man of HINDALCO that substantial 
sums of money were being invested in 
research and development. HINDAli- 
CO it was stated, has evolved a new 
aluminium alloy named Hindalium 
which is specially suitable for making 
utensils. Hindalium is reported to have 
the strength and durability of stainless 
steel and the glitter of silver while it 
costs only one-third the price of stain¬ 
less steel. HINDALCO is presently 
engaged in the discovery of alloys suit¬ 
able for use in bicycles. The need for 
spending increasing sums of money on 
R&D has been emphasised from 
various forums in recent years and 
HINDALCO seems to be fully aware of 
its utility. 

Funds for Research 

The seminar, however, indicated 
that the area where research was needed 
was vast and that the funds currently 
being spent for this purpose were in¬ 
sufficient. For example, there is the 
well-known prejudice against alumini¬ 
um utensils for use in the kitchen. 
Some of the participants in the seminar 
quoted facts to show how increasing 
use was being made of aluminim 
in advanced countries for utensils 
and domestic appliances. This was 
given as a reason to prove that alumi¬ 
nium was safe for use in the kitchen, 
though it left many a participant un¬ 
satisfied. It is, therefore, necessary to 
take up this aspect for research so as 
to produce conclusive evidence in 
support of the harmlessness of the use 
of aluminium utensils in the kitchen. 

Aluminium is also being used in¬ 
creasingly in Defence. According to 
Mr Joy Jo.seph, Director (Planning), 
Ministry of Defence, Defence consump¬ 
tion of aluminium had been increasing 
at a galloping rate. Tn addition to the 
use of aluminium cables and containers, 
this metal wp' l>cing used in marine 
applications including ship-building, 
ah-craft, combat vehicles, bridgit^ 
equipment, specialised vehicles and in 
ordnance items. The relatively lower 
cost and easy availability of aluminium, 
in his opinion, would promote the use 
of aluminium in small projectiles, cart¬ 
ridges, shells, mines and wmbs. 

The key to the expansion of this in¬ 


dustry lies in the supply of cheap 
power and a price policy Which allows 
a part of the earnings to be retained 
for ploughing back. The incidence of 
excise duty (30 percent) coupled with 
control on prices is imposing a const¬ 
rain' which is likely to hurt the pro¬ 


gress of this industry. Moreover, des¬ 
pite theimmense avdilabili^ of bauxite, 
the sanctioned capacity of elmninium 
units has been kqU low by the govern-' 
xnent. It is necessary that these hurdles 
should be removed for allowing steady 
growth of this industry. 


Industrialisation with a Social Purpose * 

R* V- MURTHY 


WiihN ASKLO how ojic shouJd view the 
central budget, an economist said it 
should be judged from three angles, viz. 
mobilisation of national savings, ex¬ 
port promotion and price stability, 
besides, of course, creation of addi¬ 
tional employment opportunities. It 
is debatable whether the latest budget 
has substantially helped any one of 
these. But no one can doubt that a 


having first begun its nvJon textile vam 
plant and now its nylon cord plant. 
Mr Framed Javeri, J^naging Direc¬ 
tor of Nirlon, pointed out that while * 
adding to the glittering record of the 
State of Maharashtra (Which has fielded 
many a first) Nirlon’s new nylon tyre 
cord plant was also **the first plant of ' 
its kind in India*'. 


really well-managed industrial under¬ 
taking coniribulcs materially to these 
ends. 

Take the case of Nirlon Synthetic 
Fibres and Chemicals Ijtd, whose ny¬ 
lon tyre cord plant was inaugurated 
by Mr V.P. Naik, Chief Minister of 
Maharashtra, on June 5. The Nirlon 
textile yarn plant of the company, 
went into production in 1963, with 
just 400 tonnes annual capacity of 
nylon yarn, but today, including the 
‘^Nircster” (a newly developed polyes¬ 
ter filament yam) the plant produces 
2700 tonnes of yarn per year; over this 
short span of time, the gross block has 
grown from Rs 2 75 crores to Rs 12.75 
crores; the staff has increased (besides 
the 300 persons absorbed by the new 
tyre cord plant) from 300 to approxi¬ 
mately 1400 (m addition to this direct 
employment, the company also keeps 
some 2000 weaving units, which em¬ 
ploy about 100,000 persons); and the 
company has now exported Rs 2.50 
crores worth of its products to several 
parts of the world. As against 
cent per cent imports of nylon tyre 
cord imtil Iasi year, the country is now 
required to import only two-lh'rds of 
its total requirements. 

Success Story 

As Mr Naik observed whilst inaugu¬ 
rating the tyre cord plant, this only 
shows that Where there is a will there 


Heavy Duty Use 

Lest, in these days of “Oaribi Hatao" 
socialism some one starts speaking of 
a highly sophisticated commodity like 
nylon as a luxury item, it is hecessary 
to mention here that nylon tyre cord 
is needed to meet the heavy duty tyre 
requirements of our trucks, buses and 
tractors. There are over 400,000 trucks 
and buses and 500,000 cars and jeeps 



<1 B.£ f. prodtfcf 


IS a way. Whoever thought a few 
years ago that India would not only 
take to the highly sophisticated petro¬ 
chemical industry developed only 
lately by the industrially advanced jiif ftairuimt 
countries but also make a success of ‘ viwcuiaL 
it? The Chief Minister of Mahara- ' H19CAIITIIE C0.« ITO. 
shtra, who must be proud of having ’ Calc*tu • Bomter 
added one more “first” to the list f Mhl - Kmavr. nMtfrat 
of the state’s “firsts”, fittingly congra- t 
tula ted the Nirlon management, for 
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When you think you're getting off cheep by sending 
goods by ship you ere entering the heevywelght 
Otess In trensportetlon. Beceuse heavy handling on 
long voyages requires enormous crates which cost 
money and add to usetess. unprofitable tare weight. 
Makes deliveries distant end uncertain, Increases 
customer Impatience. 

Better speed cargo by air in lightweight packaging 
because handling Is gentler and prompt and goods 
reach their destination In one clean, swift arc. Cost 
much less In comparison. It's a faster, cleaner. 


trouble-free operation. And profitable, too. 

If you can't make a complete switch to air . 

exporting start now with BOAC's Alr/Sea Mix Plan. 
Send the bulk by sea but use air as often as 
possible and always In emergencies by building an 
allowance into your costing system. This extra cost 
is offset by spreading It over every unit you send out. 

Ask BOAC or your Cargo Agent. They'll tall how 
you can benefit. Lighten your caroo and heighten 
your profits 



iNo? then AirCargo 
is the answer! 
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Public Relations Department, Haryana 

Highlights of Achievements 
Three Years of Progress in Haryana 

(May l968-4pril 1971) 




1. AGRICITLTURK 


2. ELECTRirm 


3. IRRIGATION 


4. INDUSTRIES 


5. EDl'CAIION 


f> HEAITH 


7 Bl ILDINGS AND RO\DS 


8 TRANSPORT 


The target for foodgrains production for the Fourth 
Plan of the State has been surpassed in the very 
first year of the Plan. Foodgrains production in 
the lust year crossed 47 lakh tonnes mark. 

*** All the 6669 villages in the State have been electrified 
in a record time and the number of energised tubewells 
today exceeds 87,000, as against only 29,000 three 
years ago 

*** Irrigation has been piovidcd to «ibout three lakh 
hectares of land during the last three years. Jui 
Lift Irrigation and Loharu Lift Irrigation Schemes 
constitute landmarks in the history of irrigation. 

♦*’* Over 2,000 small-scale industrial units have been 
set up during the last three years. 

*** The number of colleges in the State has gone up 
from 47 to 77 and the number of high/higher secon¬ 
dary schools from 783 to 881. 

Hindi has been made the oflicial language of the 
State 

*** Lducation upto middle standard has been made 
free 

*•* Nmc mtirc hospitals have been opened in the Slate 
during the last three years. 

A majestic four-storey ‘HARYANA BHAVAN’ has 
been constructed in the Indian Capital 

**• Over 3,300 kilometres of new metalled^roads have 
been constructed and 1,300 more villages have been 
connected with such roads. 

- hundred new buses have been added to the State's 

fleet of busc-*. 

Nationalisation of Transport is almost complete. 





«U 0 f rtqoife tyw With iiy^ 
"ffh haw Mate a hm ^ay 
ahite^ cotton tyre cords were Ito duly 
'Odhs in vogue. After cotton tyre 
cotd came rayon tyre cord and then 
nylod tyre cord. Today, the USA 
uses nylon tyre cord to the extent of 
dft per cent of its total consumption 
of all types of tyre cords. In the UK 
where rayon tyre cords accounted for a 
major share until recently the use of 
nylon tyre cord is expected to reach 
•5ft per cent of the total tyre cord needs 
of the country by 1975. Such, we arc 
told, is abo the trend in western Europe, 
Japan and the USSR. 

It is pertinent to add here that India 
is wholly dependent on indigenous pro¬ 
duction for aU its requirements of 
cotton tyre cord (1,000 tonnes) and 
rayon cord (19,800 tonnes) but only 
partially (700 tonnes) in regard tony- 
ion tyre cord. The estimated consump¬ 
tion of nylon tyre cord in 1971 is 2,400 
tonnes, whereas that of all types of tyre 
cord-^olton, rayon and nylon—is 
23,200 tonnes, but this is bound to go 
up substantially considering the rising 
capacity for the manufacture of tyres in 
the country (nearly 5.2 millions). 
IVobabJy the low consumption of ny¬ 
lon tyre cord explaines the small capa¬ 
city of most of the units which have 
been licensed. The Government of 
India has licensed so far 10,000 tonnes 
capacity in all for nylon tyre cord but 
the capacity of most of the different 
units licensed' is 2,000 tonnes, if not 
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less. (Nirlon's unit an installed 
capacity of only 1,400 tonnes). In 
contrast to this, plants in Europe, 
and the USA^ am as much as (en to 
fifteen iimeit (arger, which makes fbt 
economies of scale and lower cost of 
tyre cords in those countries. If simi¬ 
lar results are to be achieved in this 
country abo, the Oovemment of India 
Would do well to recommend more 
economic capacities thmi are prevalent 
today, as Mr Framed Jhaveri suggested. 
Let not the bogey of bigness inhibit the 
authoriUes at least in such highly so¬ 
phisticated industries as entail a heavy 
capital outlay. 

In its report to the General Motors, 
the Rockefeller Foundation is said to 
have stated last year that what is needed 
from business is leadership which is 
courageous, wise, compassionate and 
enlightened to great changes with an 
open mind and to be able to wage battles 
against poverty and inequalities. It is 
gratifying to find that we have in our 
country leaders of business of this type 
(example: Nirlon) who conform to these 
specifications of the Rockefeller Foun¬ 
dation. They have displayed courge 
in starting a highly sc^histicated in¬ 
dustry like the nylon industry. They 
are wise in the selection of both the 
site for their industry and the pecmic 
who man it. as also their foreign colla¬ 
borators. Their compassion is writ 
large in the several amenities they have 
made available to their staff and are 
prepared to make available to the com¬ 
munity around the factory. The com- 
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pany'f ooiiceni for its employees oo- 
vers not Oiily dtotp physitol wett-being 
but their recreational, cutlural and even 
spiritual needs. They have foimded a 
trust Which is indeed arh unique gesture 
to its employees. This trust pjt>vides 
the means for education of each and 
every one of the company's employees' 
children from the primary to the coll- 
lege level. They haVc plans to offer 
their employees family accommoda¬ 
tion in holiday homes at hill stations. 

A new medical centre—this was also 
declared open by Mr Naik who rightly 
singled it out as the b^t gift of Nirlon 
—equipped with an X-ray machine, a 
pathological laboratory and a dispen¬ 
sary section and manned by full-time 
male and female doctors, was thrown 
open to the employees. And these bene- 
hts are over and above what they re¬ 
ceive under the ESIC, as in any other 
factory. Above all, they are enlightened 
in their own interest as well as in that 
of the public at large, as witness this 
remark of Mr Framod Jhaveri; “We 
do all these at Nirlon not because it is 
obligatory on our part but because we 
believe in the future. We believe that 
the industry must play its part hand in 
hand with the government for a 
common good. The need to work with 
a sense of social purpose and civic 
responsibility has become ax important 
as production, productivity and pro¬ 
fits". A.rc not these the people who act 
and act in the best interest of the coun¬ 
try without an eye to the next election 
as all “promising*’politicians are wont 
to do? 



^ur Iteat of olfheoon modom frolgHtort offors lut» 
rofular wid dopondabU aonrico boewMO 

TNk CONTIIIEIII • ININMMI fAKISUN-SOimi MEiItt 
MiliU-tLACK SEA A EASTIM NCmEMAIlEAll PORfS 
WiUU-PALAM aim aroofid tut INOIAII COAST 

/|N0IA STiAMSHIP CO., LTD. 
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FROM TH6 press SALLEgY 


Chavan Yields, But Only a Little 

a 

OUR PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Friday. 

Primarily undfr pressure from his 
party men rather than in response to 
the criticism of the opposition, the 
union Minister for Finance, Mr Y.B. 
Chavan, has withdrawn the proposed 
levy on “maida’* and the marginal in¬ 
crease in the additional excise duly on 
coarse cloth. The two measures Were 
expected to net nearly Rs 10 crorcs this 
year. As a sequel to their Withdrawal, the 
central exchequerstands to lose approxi¬ 
mately, eight crore rupees and the state 
governments about two crores rupees. 
As the nutrition programme fer child¬ 
ren, which was envisaged to be financ¬ 
ed to a great extent Hiroiigh the levy 
On “maida”, has to continue unabated 
and no fresh taxation has been proposed 
to compensate for the loss of the above 
Rs 10 crorcs revenue, deficit financing 
on central account this year now is 
expected to be of the order of Rs 228 
crorcs, as against Rs 220 crores en¬ 
visaged in the budget. 

The withdrawal of the levies on coarse 
cloth and “maida” was announced by 
Mr Chavan yesterday while replying 
to the general debate in the Lok Sabba 
on his budget proposals. In view of 
the enlarged deficit, he hoped that his 
party would not press for any further 
concessions. He conceded that the en¬ 
hancement m the excise duly on petrol 
was sharp, but he promised no relief- 
in this regard. On the other hand, he 
pledged his parly’s support to any de¬ 
mand for increase in taxi fares. The 
taxi owners, he asserted, were friends 
of his party. 

Irresponsive to Opposition 

1 his observation of Mr Chavan and 
1 he reason he gave for the withdrawal 
of excise levies on coarse cloth and 
“maida” clearly reflect how the ruling 
party is becoming more and moreirres- 
pon.sive to even constructive criticism 
of the opposition; it is only concerned 
about the criticism in its oWn ranks. 

^ The Finance Minister maintained 
ihat his budget was n definite and posi¬ 
tive step on the long and arduous jour¬ 
ney to the goal of socialism “to which 
his party and the nation Was commit¬ 
ted-^’ He stressed that the rich had to 
be taxed. But when some members 
pointed out that the rich in the rural 
areas had been treated liberally in com¬ 
parison with those in the urban areas, 


he took shelter behind the provision 
in the Constitution that agricultural 
incomes had to be taxed by the state 
governments. He, however, hoped 
that the Planning Commission would 
be able to pursuade the chief ministers 
of states to have a fresh look on the 
question of taxing the rural rich. 

The Finance Minister did not think 
that his budget proposals would accen¬ 
tuate inflationary pressures. He asser¬ 
ted that he had scrupulously avoided 
increasing the lax burden on items 
which went into the consumption of the 
poorer classes. Mr Chavan defentted 
the increase in indirect taxes by arguing 
that in the pre.sent circumstances, 
“iherc was no oilier go”. He did not 
feel that the public sector’s performance 
was as bad as made out by the rightist 
sections of the Mouse. Quoting some 
figures, he tried to prove that the per¬ 
formance of public sector undertakings 
had, in fact, been improving. The 
losses, he said, were being cut down and 
the profits were being increased. There 
were also increased foreign exchange 
earnings by these enterprises. 

Concern for Unemployed 

The Finance Minister did not agree 
with DrV.K.R.V. Rao, a former 
cducalion minister in the union cabi¬ 
net, and se\cni! others that the budget 
was not growth-oriented. He pointed 
out that the expenditure on the current 
year's Plan programmes had been 
stepped up by Rs 150 crores. If the 
shortfall in the expenditure last year 
was also taken in to account,this year’s 
Plan outlay, he said, would be Rs 300 
croics more than that of last year. 
Adding Rs 50 crorcs proposed expendi¬ 
ture on schemes for providing employ¬ 
ment in the rural areas and another Rs 
25 crorcs earmarked for the creation 
of employment opportunities for the 
educated unemployed, the total in¬ 
crease in the developmental expendi¬ 
ture this year, he argued, would come 
to Rs 375 crores. This, he stressed, 
adequately reflected the concern of the 
government over the unemployment 
situation and also its anxiety to step up 
the growth of the economy. 

* 

Mr Chavan brushed aside the criti¬ 
cism about the absence in his budget 
proposals of incentives for savings as 
haclmeyed argument and observed that 
he did not think that those with incomes 
of Rs 15,000 per annum could be spared 
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from additional taintion. Qn^theolher 
hand, he emphasised that many of hia- 
budget proposals were of wide eeotipmic 
and social significance^ Among th^,. 
he listed the move for a virtual ceiling 
on wealth, steps to counter utulef^ 
valuation of properties^ measures de¬ 
signed to discourage benami holdings 
and imposition of a ceiling on salaries^ 
in the corporate sector. * 

Referring to the heavy expenditure 
being incurred by the government on 
the refugees from Bangla Desh, Mr 
Chavan stressed that the provision of 
Rs 60 crores made in the bu^t on this 
count was only “symbolic” of the 
efforts the country would make. He 
Wanted the international community 
to share the burden of expenditure on 
the Bangla Desh evacuees. 

Scathing Critfeism 

Earlier, the budget proposals of Mr 
Chavan came in for scathing criticism 
in both the Houses of Parliament. 
The main points of criticism were; (i> 
inilationery tendencies would get a 
fillip; (ii) private savings would be 
adversely affected; (iii) not only the 
rich would be impoveri.shed but also 
the poor would have to bear a 
crushing burden; (iv) adequate efforts 
were not being made to contain 
administrative expenditure; (v) 
the developmental effort would be 
retarded; (vi) the pledges made by 
the ruling party during the mid-term 
poll had not been fulfilled; and (vii) 
effective steps were not being taken to 
tackle the unemployment problem. 
Vociferous pleas were made for the 
expeditious provision of basic amenities 
like water and housing in various parts 
of the country. Some members Wanted 
a higher allocation for Bangla Desh 
refugees. The need for stepping up the 
growth rate, particularly in the indust¬ 
rial sector, was stressed by many. 
Some called for the stepping up 
of the developmental effort in the back¬ 
ward areas. The need for inculcating 
financial discipline among states was 
generally emphasised. 

The Minister for Railways, Mr K. 
Hanumanthaiya, loo faced rough 
weather in the two Houses during the 
discussion on the railway budget. 
Many participants in this discussion, 
both from the opposition as we)l as 
the treasury benches, questioned the 
wisdom of effecting frequent upn^rd 
revisions in passenger fares and freight 
rates. They feared that the proposed 
increases in freight rates would not only 
add to iitflationery tendencies but also 
lead to diversion of traffic from the 
railways to road transport. 

A notable cohtribudon to the debate 
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in the I ok Sabha was made by Dr 
V#K.R,V, jRno. He called for the cons¬ 
titution of a parliamentai^ oommittee 
to go into the entire gamut, of railway 
planning, policy and administration. 
This committee, he suggested, should 
determine what role the railways should 
play In the economic development of 
the nation* 1!^ Rao thought that a 
downward Revision Was imperative in 
regard to the contribution of railways 
to the general revenues, for they had 
to 1^ treated as a tool of the economic 
dAvdopment. 

Plan far Railways 

Several members pleaded for the 
restoration of the cut in the fourth 
Plan of the railways. The need to 
convert the narrow and metre gauge 
railway lines into broad gauge ones was 
stressed by many. A good deal of con¬ 
cern was expressed over the pilferage of 
railway property and goods in transit 
as Well as over the marked deteriora¬ 
tion in the recent past in the disci¬ 
pline amongst railway workers. 

In his replies to the debates in the 
two Houses, Mr Hanumanthaiya 
stoutly defended the increases pro- 
posed by him both in fares and freight 
rates and maintained that being 
marginal, they would not accentuate 
inflationary pressures. He assured the 
House that all possible measures of 
economy would be taken resprt to with 
a view to bringing down expenditure. 
He disclosed that he would soon be 
initiating action for the reorganisation 
of the fciilway Board in the light of 
the recommendations of the Administ¬ 
rative Reforms Commission of which 
he himself was the chairman before 
he joined the union cabinet last year. 
Another important announcement that 
Mr Hanumanthaiya made was that a 
new system for promotions in the rail¬ 
way administration would be intro¬ 
duced soon. Under this system, pro¬ 
motions would be given at all levels on 
the basis of the performance of an 
employee rather than on the criteria 
of his seniority or confidential report. 
The tenure of the member of the 
Railway ^ard, he felt, ought to be at 
least three to five years. 

Detailing the steps being taken to 
check the late running of trains, Mr 
Hanumanthaiya revealed that decision 
had been taken to hold the officers con¬ 
cerned responsible in this regard. He 
Wanted members to put forth const¬ 
ructive suggestions for improving the 
railway administration. A standing 
oommittee of Members of Parliament, 
be indicated, was proposed to be set 
up so that they could , act as'Triend, 
philosopher and guide to the railway 
^ministration*’. 

- Sharing the eonoem of members over 


labour indiscipline, Mr Hanumanthaiya 
called upon the railway employees to 
develop a new psychology and lay stress 
on increasing production. He warned 
workers that rules Were being framed 
under which those obstructing work 
could be dismissed in large numbers. 
He sought the co-operation of members 
of Parliament in disciplining Workers 
and emphasised that they should not 
support the pica of obstructionist 
among workers for mercy. 

Mr Hanumantnaiya agreed with the 
criticism that the cut in the fourth 
Plan of the railways ought to be res¬ 
tored. The reduction of Rs 250 crores 
effected a few months ago, he felt. Was 
not justified in view of government’s 
commitments to provide transport for 
an expanding economy and to create 
employment potential. With a view to 
improving the employment situation, 
he revealed that he had sponsored the 
idea of building over-bridges and under- 
bridges for railway tracks. He indicated 
that he would be asking for an allot¬ 
ment of Rs 10 crorcs for this purpose 
out of the Rs 75 crorcs which the go¬ 
vernment had earmarked for removing 
unemployment. 

Bill on General Insurance 

The two Houses adopted the bill to 
replace the Presidential ordinance un¬ 
der which the general insurance busi¬ 
ness was taken over by the government 
last month. The bill received general 
support, but some criticism Was heard 
from the Swatantra and the Jana 
Sangh members who thought that the 
decision was politically motivated. 
Some members wanted that the compen¬ 
sation to be paid to the bigger com¬ 
panies should be on a sliding scale so 
that the total quantum of compensa¬ 
tion could be kept low. The Finance 
Minister explain^ that the comj^nsa- 
tion question was yet under considera¬ 
tion; a bill to take over the owner¬ 
ship of general insurance undertakings 
would be brought before the House 
later. In defence of the delay in bringing 
forth this bill, he pointed out that the 
matter required detailed consideration 
and the government did not want any 
conflict with the Supreme Court over 
the issue. If appears that this bill 
would be brought before the House 
only after the final decision is taken 
on whether to amend the Constitution 
to grant powers to Parliament to make 
changes in the constitutional guarantees 
relating to fundamental rights. 

The following information was pro¬ 
vided by the Vatious Ministers during 
the question hour. 

(i) The Minister for Foreign Trade, 
Mr L.N^ Mf^a* told riirRajya Sabha 
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on June 10 that the government did not 
think it advisable at present to lake over 
export trade. It did not have tne 
machinery or the agency for the 
purpose. . 

(ii) The Minister of Stale for Agricul- 
t ure. Mr Sher Singh, told the Lok Sabha 
on June 10 that we would be exporting 
this year about 3.50 lakh tonnes of 
sugar which is our quota under the 
International Sugar Agreement, 
1968. 

(iii) The Petroleum Minister. Mr 
P.C. Sethi, informed the Rajya Sabha 
on June 9, that no settlement had yet 
been reached between India and Iran 
on the proposed joint venture for the 
production of ammonia, because of the 
difference of opinion On matters like 
capacity, total production, marketabi¬ 
lity and utilisation of Indian equip¬ 
ment. Two proposals were imdcr 
consideration. One proposal envisaged 
the production of 600 tonnes of ammo¬ 
nia per day, involving a capital in¬ 
vestment of $18.6 million. The other 
involved production of 1,000 tonnes of 
ammonia daily requiring a capital 
expenditure of $38.7 million. 

(ivj The Minister of Stale for Home 
Affairs, Mr R.N. Mirdha. revealed m 
the Lok Sabha on June 9 that the go¬ 
vernment proposed to re-introduce a 
bill in Parliament to set up the institu¬ 
tions of Lokpal and Lokayuktas at the 
centre. The earlier bill brought before 
the previous Lok Sabha in this connec¬ 
tion had lapsed because of the disso¬ 
lution of the House. 

No Demonetisation 

(v) The Finance Minister, Mr Y.B. 
Chavan, rejected in the Lok Sabha on 
June 4* a proposal to demonetise cur¬ 
rency notes as a remedy for the prob¬ 
lem of black money, A committee of 
experts, he said, had been appointed by 
the government to suggest legal and 
administrative measures for countering 
evasion and avoidance of direct taxes 
which were the two principal sources of 
black money. 

(vi) The Minister for Shipping and 
Transport, Mr Raj Bahadur, told the 
T ok Sabha onJune 4, that the compe¬ 
titiveness of our exports was apt to be 
reduced by the increases in freight 
rates resulting from the recent agree¬ 
ments between the west-bound and 
east-bound conference lines. 

(vii) The Minister of State for Indust¬ 
rial Development, Mr O.D. Oza, told 
the Lok Sabha on June 1, that the scooter 
project to be set up in the public sec¬ 
tor would start production within three 
years. 
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WINDOW Ofi THE WOW-D 

Virtuous Circle of Growth 

JOSSI.BYN HENNESSY 


LONDON : 

♦ I 

JAPAN'S EXPERIJ&NCE 

Xhe virtuous circle of rising growth 
in Japan and the possibilities for 
Other countries is the subject of an 
outstanding essay by Mr Saburo 
Okita(president ofthe Japan Economic 
Research Centre, and a member of 
the UN Committee on Development 
Planning) contributed to the first rate 
symposium. Essay in Honour of Thorkil 
Kristensen^ recently published by the 
OECD. 

The phrase ‘Vicious circle" has often 
been used in connection with the ob¬ 
stacles in •developing underdeveloped 
economies. It has also been referred 
to in connection with the balance of 
payments dilem.ma and other difficul¬ 
ties of some of the more advanced 
economies. Contrarily» postwar .lapan 
presents a case where several favour¬ 
able factors have worked together in 
accelerating growth, and this process 
may be called a “virtuous circle". 

Basic Mechanism 

Mr Okita seeks to analyse the basic 
mechanism of such a virtuous circle 
working in the process of Japan’s 
economic growth, and also to explore 
the possibility of establishing a sim.ilar 
circle in the economJes of some deve¬ 
loping countries. 

JapanV postwar economy has grown 
at a high rate, which has so far shown 
no sign of decline, as the following 
five-year average rates of growth show: 
fi.6 per cent for 1952-55, 9.1 per 
cent for 1956-60, 9.7 per cent for 
1961-65 and 12.9 per cent (estim.atc) 
for 1966-70. 

Mr Okita believes that the follow¬ 
ing factors were the major causes of 
Japan's high rates of growth during 
the earlier postwar years : 

(1) Recovery from, a tem.porary drop 
in economic activity due to disloca¬ 
tions caused by the defeat in World 
War II. Postwar GNP reached, around 
1960, the extrapolated trend line from 
the prewar record of growth during 
1926-39, which was 4.6 per cent per 
annum. 

(2) Reforms and changes introduced 
immediately after World War II during 


the allied occupation were effective 
in activating the econom.y by removing 
or reducing various constraints arising 
from traditional social custom.s and 
habits. Tiand reform., dissolution of 
the Zaibatsu (big family concerns), 
a purge of war-time leaders and en- 
couragcm.ent of the labour union move¬ 
ment gave strong im.petus to increased 
agricultural production, freer com.peti- 
tion am.ong enterprises, the emergence 
of young dynam.ic business executives 
and the widening of the dom.estic 
market for consum.er goods. 

(3) As a result of the war, Japan 
lost its form.er overseas territories. 
This has freed the country from possible 
friction with the peoples of former 
colonies and enabled it to curtail dras¬ 
tically m.ilitary expenditure and to 
concentrate its efforts on economic 
rehabilitation. 

(4) Availability of an under-utilised 
high quality m.anpower stock at the 
time of defeat-—skilled workers, eng- 
neers and technicians, managers and 
administiators-^was another factor for 
rapid growth. Several million repatria¬ 
ted persons from overseas territories 
as well as the labour force in the low 
productivity sectors, such as agricul¬ 
ture, small industries and services 
formed a source of abundant labour. 

These were som.e of the basic initial 
conditions of postwar development, but 
they may not fully explain subsequent 
accelerated growth, which continued 
well into the 1960s. 

Here Mr Okita examines the process 
of accelerated growth accompanying 
the so-called "virtuous circle" in m.ore 
detail from varioiis aspects: 

The Supply Aspect 

(1) Rapid rise in productivity due 
largely to the absorption of im.ported 
technology; 

(2) A time-lag effect in consum.ption 
due to the rapid increase in fam.ily 
incom.e resulting in larger personal 
savings; 

(3) A productivity-wage gap due, 
partly, to the abundant labour supply, 
which has damped wage increases and 
resulted in larger corporate savings; 

(4) Domestic resources available for 
a high rate of in\estm.ent; 

(5) A higher proportion of new 
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equipment (shorter vintage) due yj 
high rate of investment and the result* 
ing high efficiency in industries; 

(6) A rapidsrise in productivity and 
rapid economic growth. 

The External Balance Aspect * 

(1) Rapid rise in productivity; 

(2) Stable or sometimes decreasing 
wholesale and export prices due to a 
favourable productivity-wage relation¬ 
ship in comparison with those of other 
industrialised economies; 

(3) A newer vintage of equipment 
contributing to the lower cost of pro¬ 
duction and stronger compelitivenessin 
the world m.arket; 

(4) Larger export earnings enabling 
the linancing of expanding import 
requirem.ents for both consum.ption 
and invcstm.ent; 

(5) A sustained rapid economic 
growth without serious foreign ex¬ 
change bottlenecks. 

The Demand Aspect 

(1) Rapidly increasing incom.e widen¬ 
ing the domectic market; 

(2) An expansion of secondary and 
tertiary sectors attracting population 
into urban areas which, in turn, sti- 
m.ulates new consumption; 

(3) The arrival ofthe mass consump¬ 
tion society and the almost limitless 
desire for better living; 

(4) An advanced stage of industria¬ 
lisation enabling the creation of dom.es- 
tic dem.and among sectors of the 
economy coupled with a relatively low 
dependence on imports of manufac¬ 
tured itcm.s; 

(5) The rapid increase in overall 
dem.and supporting rapid economic 
growth. 

Among various aspects of these 
virtuous circles of growth, Mr Okita 
gives further consideration to: (a) the 
impact of imported technology, (b) 
the high rate of savings and investment, 

(c) the rapid export expansion and 

(d) the flexibility of the labour supply. 

11 

IMPORTED TECHNOLOGY 

Since the early stage of modcrifation, 
when Japan started as one of the 
industrially backward countries, Japan 
has been successful in effectively absor¬ 
bing foreign technology. Im.ported 
technology was usually m.odificd to 
suit local conditions and many of the 
products using im.ported know-how 
later becam.e competitive in the world 
m.arket. Moreover, foreign technology, 
once im.ported into Japan, underwent 
continuous mxidification and improve- 
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iiVsnt« oftiPii resulting in better products 
than the originals. On many occasions 
technology was imported sepsfirately 
from Toreign capital investment or 
management. This encouraged the 
development of local entrepreneurship 
and has prevented the formation of 
“foreign enclaves” in the economy, 
which often occur in underdeveloped 
economies. 

In the course of the postwar recovery, 
importation of technology was stepped 
up. According to the Afifiaul Report 
on hnports of Technology prepared 
by the Js^anese government, the 
number of^ases of imports of tech¬ 
nology increased from98 in 1951-55 to 
166in 1956-60 and further to 437 in 
1961-65. Active import of technolgy 
was one of the key elements which 
stimulated investment in industry 
throughout the postwar period. In 
recent years, Japanese industries have 
become more aware of the necessity 
of investing in research and develop¬ 
ment and they arc getting more de- 
ndent on indigenous efforts of 
and D, partly because of thegrowing 
difficulty in importing readymade 
foreign know-how. Expenditure on 
R and D in Japan increased from $ 414 
million in 1959 to $1,690 million in 
1967 and its share in the GNP rose 
from 1.11 to 1.41 per cent. Out of 
the total expenditure on R and D, 
62 per cent was spent by private firms 
in 1967. Payments for imported know¬ 
how amounted to S239 million in 1967 
while receipts from the export of 
know-how from Japan were $26 mil¬ 
lion. The ratio of know-how exports 
to imports improved from 0.02 in 
1960 to 0.11 in 1967. 

Ill 

SAVINGS AND INVESTMENT 

Personal savings as a per cent of 
personal disposable income after tax 
were 10.7 per cent for 1952-55, 
17.4 per cent for 1961-65 and the 
estimated figure for 1966-70 is 19.3 
per cent. Both the rates of gross fixed 
capital formation and private cquip- 
mcjit invcstm.ent have been high and 
the former as a percentage of GNP 
rose from 20.9 for 1952-55 to 32.5 
for 1960-65 and is expected to rise 
to 34.0 for 1966-70. Both the recent 
rate of personal savings and gross 
capital formation arc nearly twice 
as that of the western industrial 
countries. The high rate of investment 
Is the key to the virtuous circle. It 
stimulates the growth of GNP and the 
expansion of exports, and (especially 
in private equipment) enables indus¬ 
tries to have capital assets embodying 
the latest technology and to rejuvenate 
the “vintage” of capital. 

According to a recent study con¬ 
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ducted by the Japan Economic Research 
Centre, based on the estimated rate of 
replacement and the amount of annual 
investment actually made, the vintage 
of capital for all industries, shown in 
terms of the ratio of the accumulated 
investment in the latest five yearstothe 
total gross capital stock, rose from 
35.8 per cent i n 1959 to 48.7 per cent 
in 1964. This fact partly explains, 
for example, why the Japanese iron 
and steel industry is expanding so fast 
and why the competitiveness of its 
products in world markets has 
strengthened so much in recent years: 
this is a typical example of a “virtuous 
circle”. 

As for the high rate of savings, parti¬ 
cularly personal savings, Mr Okita 
offers various reasons. The high rale 
of economic growth itself is one of the 
important causes of the high rate of 
savings, partly rejecting the time-lag 
in consumption increase. A.part from 
the process of the virtuous circle which 
enables the high rate of savings, certain 
social and historical factors may have 
contributed. Bonus payments to em¬ 
ployees, for example, of substantial 
amounts may tend to raise the ratio 
of savings to income. Wage scales based 
on seniority may produce a difference 
between the life cycle of consumption 
andthat ofincome, thus creating saving 
possibilities. Disintegration of the tra¬ 
ditional family system may encourage 
middle-aged people to save for their 
old age as they may no longer be able 
to rely upon the eldest son to look 
after them as in the past. Government 
policy to provide incentives for personal 
savings by tax relief and other measures 
may also have been important. 

IV 

RAPID EXPORT EXPANSION 

Foreign trade is an important factor 
affecting investment and overall eco¬ 
nomic growth. In fact, many countries 
are compelled to keep investment at 
a low level because of balance of 
payments difficulties. In (his respect, 
Japan's experience points lo a new pos¬ 
sibility in contrast to the conventional 
economic thinking. According to con¬ 
ventional theories of foreign trade, 
the export level of a country is usually 
related to the income of the outside 
world and relative price levels, while 
the import level is related to 
the GNP, or rate of its growth, in that 
country. However, the supply of exports 
cannot be increased without active 
investment and expanding economic 
output. Moreover, without active in¬ 
vestment, competitiveness in prices and 
the appropriate quality of export goods 
may not be achieved. Countries such 


June 197} 

as West Germany, Italy and Japan, 
whose exports have shown marked 
increases, have also attained a 
high rate of investment * and GNP 
growth. It is true that the balance of 
payments deficits has sometimes limi¬ 
ted the rate of economic expansion of 
these countries; but this is basically 
of a short-term cyclical nature. In fact, 
until recently Japan had to introduce 
tight money measures eve^y tKree or 
four years for this reason. Mr Okita 
thinks it important, however, to note 
that a country cannot hope to expand 
its exports without making active in¬ 
vestment in the domestic industriei. 
Moreover, to encourage the expansion 
of those sectors which are ex^nding 
faster then overall world trade, t, e. 
high growth-rate sectors, has been the 
target of Japanese policy in promoting 
export trade. Flexibility of private 
industries in meeting the changing 
demand of outside markets has b^n 
another strong point in Japan’s export 
trade. That the present Japanese export 
industries are mostly in the growth 
sector, and that the import items are 
those for which demand is growing 
relatively slowly, helps to explain both 
the recent rapid export expansion and 
the possibility of a continuing balance 
of payments surplus. 

V 

FLEXIBILITY IN LABOUR SUPPLY 

Unlike most of the highly indus¬ 
trialised countries, Japan has a large 
under-utilised labour reserve. Although 
the number of unemployed has been 
only about one to two per cent of the 
tola! labour force for most of the post¬ 
war years, this is mainly due to the 
peculiarity of employment conditions 
in Japan where lack of employment 
opportunity takes the form of under¬ 
employment (shorter working hours 
and lower income) rather thin of un¬ 
employment. 

The labour force in agriculture fell 
by 4 million from 1958 to 1969 and its 
share in the total employed labour 
force from 31 to 18 per cent. The 
fuller utilisation of the underemployed 
labour force, the shift of labour from 
low productivity to high productivity 
sectors, and the rapid rise in the capital- 
labour ratio due to heavy capital invest¬ 
ment in labour-saving devices, have 
enabled the economy lo grow at a 
fast rate without causingserioiis labour 
problems. Here again, the high rate of 
investment has enabled the economy 
to grow fast by raising theproductivity 
of labour at a very rapid rate. In 
the course of the recent five year 
period, 1963-68, the production index 
of manufacturing industries rose by 
94 per cent while the numb^ of em* 
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ployed in the same sector rose only ]3 
p^ cent. • 

The fast rate at which the post-war 
Japanese economy has been growing 
will not continue indefinitely and Mr 
Okita expects a stage of deceleration, 
l^hen and in what form? Japanese 
economists answer frankly that they 
are not suae. 

Basically Japan's "virtuous circle" 
of accelerated growth is likely to be 
tsansitional at a time when the economy 
is moving from a labour surplus and 
an under-developed or semi-devcloped 
stage to full employment and a highly 
•developed stage. For the time being 
Japan combines the strong points of 
both under-developed and highly deve¬ 
loped economies. In the future, how¬ 
ever, favourable factors for growth 
may gradually diminish and unfavour- 
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able factors may grow. It is almost 
certain that factors such as the growing 
shortage of labour supply, increasing 
demand for social overhead invest¬ 
ments which are not directly produc¬ 
tive, a wage-price spiral, problems of 
the affluent society, and the increasing 
competition from newly industrialised 
labour surplus economies will lead to 
an eventual decline in the growth rate. 
Before reaching that stage, however, 
Japan's ONP will have expanded to 
a level close to that of the whole Euro- 
pan Economic Community and will 
have expanded to a level close to that 
of the whole European Economic Com¬ 
munity and will have a far-reaching 
impact on the world economy as a 
whole, in particular on the areas 
close to Japan. 

(To be completed in a second article 
next week.) 


EFTA—The Obstinate Survivor 


E* B. BROOK 


VIENNA. 

The much improved probability of 
the Common Market's enlargement to 
include Britain and probably three other 
European states raises acutely the ques¬ 
tion of the effect this development 
would have on countries whose exports 
are chieAy primary products and on 
those members of EFTA (the European 
Free Trade Association.^ho are not 
seeking membership of the Market. 

These are two distinct questions but, 
since world commerce will be funda¬ 
mentally affected, it is not possible to 
be too parochially European in dis¬ 
cussinging this question. There has, in 
fact, been a good deal too much paro- 
cnialism in considering the effects of 
the Common Market's possible enlarge¬ 
ment within the Market itself, the Bri¬ 
tish and some Commonwealth count¬ 
ries being also altogether too inward 
looking although some alarmed self- 
consideration is very understandable. 
By all concerned the inconvenient pro¬ 
cess of some completely new thinking 
is necessary although there is very little 
•excuse for unpreparedness since the 
possibility of Britain’s membership of 
the Marlwt has existed almost as long 
as the Market itself. 

The effect on countries whose ex¬ 
ports are chiefly primary products is 
the most threatening. The Common 
Market has never besn a liberal trad¬ 
ing organisation; currently, it is one 
of the most outstanding examples of 
protection. Enlarged to include Bri¬ 
tain and the other applicants, the Com¬ 
mon Market will become the world's 
largest purchaser of agricultural pro¬ 


duce. At present there is no certainty 
of access tothat market by all producers 
of primary products and the British 
acceptance of generalised assurances 
about sugar from the European Com- 
nity is widely regarded on the continent 
as a sign that the UK government will 
not be over-careful of the interests of 
some of the Commonwealth consti¬ 
tuents whose best customer it has been 
for over a century. 

For the Market itself, as at present 
constituted or enlarged, to undertake a 
leview of the world balance of produc¬ 
tion, consumption and commerce in 
primary products would be an unwon¬ 
ted exercise in outward looking and 
some self-criticism that must be regar¬ 
ded as improbable. Butwithout such a 
review the Market will probably re¬ 
main unconvinced of the wisdom of 
importing at least part of its require¬ 
ments rather than striving, as at pre¬ 
sent, to produce all the milk, butter 
grain and some other farm products it 
needs at an extravagant cost in farm 
subsidies rather than buy from as wide 
a market as possible. As Britain will 
discover, if it does not already realise, 
the European farmer of three acres or 
less is far more important to Brussels 
than the wholesale producers of milk, 
butter or whole sale g^wers of sugar 
in other continents l^cause the milli¬ 
ons of small farmers in Europe are the 
voters who elect the European parlia¬ 
ments and are the people on whom the 
French, Oerman, Italian and other 
politicians, who are the final arbiters 
also in Brussels, depend for their 
careers and fame. 

Looking more closely within Europe 
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itself, the six west European count¬ 
ries outside the Market who are not 
applicants for membership are closely 
considering their position and arriving 
at a variety of conclusions. IVhat chie¬ 
fly concerns them is that the acfiieve- 
ments of their present association, 
EFTA, shall not be thrown away; they 
seek some form of understanding with 
the Market to this effect and hope to 
be able to maintain EFTA without 
Britain, Norway and Denmark so as 
to he able to continue progress bet¬ 
ween themselves. 

Waiting in Antechamber 

The countries concerned are Sweden, 
Switzerland, Portugal, Austria, Ice¬ 
land and Finland — as varied a group 
as it would be possible to find in any 
continent and including three count¬ 
ries (Sweden, Austria and Switzerland) 
with official policies of neutrality based 
on quite different principles. All these 
countries have separately approached 
the Common Market on the subject of 
its future relationship with the organi¬ 
sation and each is still waiting for an 
answer. 

Each of these six states has also its 
own point of view and its own anxious 
problems. The offleial neutral policies 
of Sweden, Austria and Switzerland 
rule out the possibility of their mem¬ 
bership of the Market even if they 
wanted it but the Danes, applicants for 
Market membership, fear that Sweden 
maytrytointroduce new tariffs between 
them once Denmark is in the Market. 
The Swedes deny this intention and 
deprecate Denmark’s nervousness but 
would not be averse to a customs union 
with the Common Market. But so far 
Sweden has been unwilling to specify 
the terms and limits it would be willing 
to consider. In any case, since Sweden is 
a neutral state, the Market will probably 
find anything like a customs union 
difficult and the most that is likely to 
be achieved is a commercial agreement. 
The Swedes appear unwilling to con¬ 
sider an association with the Market 
since they regard this relationships 
suitable only for industrially develop¬ 
ing countries. 

Austrian neutrality, unlike Sweden's, 
is neither traditional nor safeguarded 
by public opinion. But it is more pre¬ 
cisely defined than Sweden's by law 
and especially by the terms of the State 
Treaty of 19^ which restored its state¬ 
hood to Austria after the war and to 
which not only Austria but the four 
wartime allied powers, including the 
Soviet Union, arc guarantor. For Jong 
the Austrians have toyed with the idea 
of leaving EFTA and have tried to 
achieve an association with the Com¬ 
mon Market since over 40 per cent of 
their trade is with West Germany, a 
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Market member, but the effort4ias been 
abamloned Mnce the neutrality obs¬ 
tacle was too big. 

But Vienna needs a commercial 
agreement with the Market since with 
West Germany and Italy their first and 
third trade partners and Britain their 
second, the enlarged Market will pose 
forbidding' tariff Walls to a country 
that has recently made its selling abroad 
more difficult by raising the value of its 
currency ^by 5 .05 per cent and which 
already^uys as much again as it sells. 
Fortunately for the Austrians, they are 
willing to be flexible, especially on 
agriculture. 

The Swiss, on the other hand, arc 
anything but flexible. A prosperous 
country long before the Common 
Market was even thought of, Switzer¬ 
land is less impressed by Brussels than 
most countries. An international bank¬ 
ing centre, the home, in Geneva, of part 
of the United Nations, of EFTA and 
GATT, the Swiss are inclined to re¬ 
gard the Market and Brussels as some¬ 
thing of an upstart. Switzerland is 
insistent on keeping EFTA a going con¬ 
cern and is working hard to keep it 
going as a smaller group to preserve 
its achievements in free trade within 
itself (achieved earlier than the Mar¬ 


ket’s free trade between its members) 
and, if possible, to increase the EFTA 
achievements. Since EFTA was regar¬ 
ded us already dead as long ago as 
] 962 the Swiss and others regard it 
as an uncommonly obstinate survivor, 
a much quieter but worthier body than 
the clamorous and argumentative Mar¬ 
ket. 

The other EFTA country with in¬ 
ternational political consider nations 
barring it from (he Market is Finland 
—an associate Of EFTA with Soviet 
permission. The Finns are not in a 
position to enter into any arrangement 
that would displease the Russians, 
though the Soviet Union might be 
willing to tolerate a trade arrangement 
between the Finns and Brussels if only 
as another back door to the Market. 

Portugal has no political difficulty 
in reaching a trade arrangement with 
the Market but its economy Js too frail 
for any close integration and Iceland, 
almost totally dependent on exports, 
will have to turn to the USA and to 
east Europe more than at present 
if it cannot arrange to sell more of 
its fish to the Market. The newest 
member of EFTA, Iceland hojjes its 
NATO membership may sway it into 
the Market. 


socialist states, in particular the Com&^ 
con countries, is visualised not only;as 
an expression of the growth of simple 
barter but also of the developiflent of 
improved forms of international divir 
sion of labour, especially of co-opera- 
tion and specialisation in the process¬ 
ing industry, in solving problems in 
the sphere of power and ftiei pro¬ 
duction, scientific and teshnical co¬ 
operation etc. 

Quite an important place is occupied 
by Czechoslovakia’s bilateral and 
multilateral co-operation within the 
Comecon countries in selected sectors 
such as co-operation With the USSR in 
the production of equipment for nu¬ 
clear power stations, with the GDR in 
producing complex machine systems, 
or agreements with Bulgaria on co¬ 
operation in the production of lorries. 

Between 1971 and 1975, nearly 90 
per cent of the increment of primary 
resources in Czechoslovakia will be co¬ 
vered by imports, the largest propor¬ 
tion of which will be part of Czechos¬ 
lovak economic co-operation with the 
USSR. 

The development of Czechoslovak 
chemical industry is also based on 
close co-operation with the USSR, the 
GDR and the Hungarian People’s Re¬ 
public. 


Five-Year Plan of Czech Foreign Trade 

OR JAN PESL 


The directives for Czechoslovakia’s 
fifth five-year Plan (1971-1975), which 
were approved at the recently held 14th 
Congress of Czechoslovakia’s leading 
ruling party, the Conununist Party of 
Czechoslovakia (CPCz), have put forth 
exacting tasks for the country’s foreign 
trade in the current five-year period. 

The directives have emphasised that 
foreign trade has an important role to 
play in the efforts to intensively utilise 
all factors of economic growth, parti¬ 
cularly in breaking the bottleneck of 
fuel and power shortage, m securing 
better supplies of raw materials and in 
procuring diverse consumer goods for 
enrichment of the home market. 

The fifth five-year Plan aims to in¬ 
crease the foreign trade turnover by 
36-38 per cent. This means that the 
turnover has to grow at a faster pace 
than that of industrial production 
which is to increase by 34-36 per cent. 

In the structure of exports, the Plan 
envisages an increased proportion of 
the export of industrial products which 
is to grow by nearly 44 per cent. The 
export of engineering products is to 
go up by more than fifty per cent while 


engineering production is to grow by 
at least 45 per cent. 

The fifth five-year Plan basically 
tends to rely upon further strengthening 
and qualitative deepening of Czechos¬ 
lovakia’s foreign economic orientation 
towards the Comecon countries. 

Though the overall growth of the 
foreign trade turnover is envisaged by 
36-38 per cent, the volume of trade with 
the Comecon countries will increase 
by 43-45 per cent. This aim is pursued 
by the long-term trade agreements for 
1971-1975, which Czechoslovakia has 
concluded with all the Comecon 
counries and with other socialist 
tcountries 

Engineering products will be the 
most dynamic section of trade with the 
socialist countries. In comparison 
with the period 1966-1970, Czecho- 
Slovak engineering exports will in¬ 
crease by 55 per cent and imports by 
65 per cent. For example, multilateral 
co-operation in computers will make it 
possible to increase, in five years, the 
exchange of these products with Com¬ 
econ countries roughly eight times. 

The planned rate of growth with the 


Within the Comecon, the Soviet 
Union is j^lready Czechoslovakia’s 
largest trade partner. The Soviet Union 
accounts roughly for one-third of over¬ 
all Czechoslovak foreign trade and for 
nearly 50 per cent of Czechoslovak 
trade with the Comecon countries. 
Supplies of Soviet fuels, raw materials, 
agricultural products and foodstuffa 
and scientific-technical co-operation 
are now indispensable for Czechosl¬ 
ovak economy. Presenting the draft 
of directives at the 14th Congress of 
the CPC/, Czechoslovak Federal 
Premier, Dr L. Strougal emphasised 
the vital importance of co-operation 
with the Soviet Union in the following 
words: 

“At a lime when capitalist mono¬ 
polies are continuing their ^orts ta 
get control over raw material resources 
in the whole world, the Soviet Union 
is enabling Czechoslovakia and other 
CMEA^ (Coxtiecon) countries to parti¬ 
cipate in developing natural resources 
of the USSR and i^rovides long-term 
guarantees for supplies of raw materials 
vitally important for us”. 

At the same time, the Soviet Union is 
Czechoslovakia’s largest market for 
products of Czechoslovak processing 
industry. ^ 

Ihe long-term Czechoslovak-Soviet 
trade agreement for 1971-1975 pro¬ 
vides for a 43 per cent trade increase^ 
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but it is very Kkely that this volume 
will be exceeded on the basis of 
imnual protocols. 

Though Czechoslovakia is support¬ 
ing economic integration of the Come- 
con countries^ it is not tending towards 
isolation from the other countries and 
economic spheres. In the above men¬ 
tioned sfseech Federal Premier Dr 
Strottgal said; 

**Along with the mentioned economic 
gelations with the socialist countries, 
we want to continue developing also 
mutually beneficial co-oMration with 
the capitalist and the developing count- 
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lies, on the basis of mutual advantage. 
It is up to the governments^ commercial 
and industrial circles in those countries 
to show equal interest in such develop¬ 
ment”. 

At the recent meeting of the UN 
Economic Commission for Europe, 
the Czechoslovak delegation pointed 
out that the main condition for the 
development of trade with the west is 
the removal of commercial and political 
barriers, mainly quantitative limitation 
on the part of the west. 

The directives of the five-year plan 
have offered to consider the possibility 


of importing machinery from capitaliA 
countries on credit, if granted on usual 
commercial terms. 

No barrier exists on the other hand 
in the growth ofCzechoslovak trade re¬ 
lations with the developing countries. 
A substantial part of the envisaged in¬ 
crease in engineering exports may very 
well go to the developing countries 
to meet their industrialisation pro¬ 
grammes. On the other hand, the tar¬ 
get of increasing supplies to the con¬ 
sumer by at least 2i per cent will ofi'er 
increased opportunity for Sports of 
consumer goods, finished and semi¬ 
finished, from the developing countries. 


P&D 

unity in diversity 
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Thanks to the "radical* stance assume 
cd bx the government, there is specu¬ 
lation, oft hnd on, about its intentions 
regarding high denomination notes. 
The demonetisation of this class of cur¬ 
rency by the Government of Pakistan 
^ few days ago has helped to revive 
talks in our country about the possibi¬ 
lity of a similar step being taken by 
New Delhi. The Finance Minister was 
questioned in Parliament about this 
last week and he disavowed any 
proposal or plan on the part of 
the Government of India to demone¬ 
tise high denomination notes. I for 
one am inclined to place complete faith 
in Mr Chavan*s assurance. The State 
Bank episode of “Nagarwala and 
his sixty lakhs of rupees** has indicated, 
after all. Who amongst us is the largest 
hoarder of high denomination currency. 
In their own self-interest the powers 
that be are hardly likely to do anything 
that would immobilise high denomi¬ 
nation notes of doubtful legitimacy. 

. A lot of people in this country seem 
to be upset over the indifference or iner¬ 
tia of the great powers with regard to 
the vast tragedy of East Bengal. Many 
among them are blaming the US parti¬ 
cularly for not intervening to put an 
end to Pindi*s reign of terror. I won¬ 
der whether their memory of public 
events is long enough to be able to re¬ 
call that it was Jawaharlal Nehru 
who had set the fashion for demanding 
that the Asian people should be 
allowed to settle their affairs or 
quarrels without any interference 
from world powers, particularly 
the US. Taking the cue from Nehru 
most of the politicians in our country 
had been monotonously reciting the 
slogan "'Hands off Asia**. 

Now, however, this slogan has be¬ 
come an inconvenient one for us, and 
some of us would like to sec the US 
and the Soviet Union involved in the 
politics of Pakistan. It has been sug¬ 
gested that the great powers should 
compel Yahya Khan to wind up his 
military regime in favour of a democra¬ 
tic government in Pakistan. So far as 
the Soviet Union at least is concerned 
this would be a strange request for it 
to make. Physicians, after all should 
heal themselves first. Who or what 
is Moscow to preach the virtue of demo¬ 
cracy to anyone* including even Yahya 
Khan? The US in its years of inno¬ 
cence, had no doubt proclaimed it¬ 


self as a defender of freedom when¬ 
ever or wherever freedom might be 
imperilled. This did not make Washing¬ 
ton exactly popular in the so-called 
third world, particularly India. 

In saying all this, 1 am not at all 
implyini; that the conscience of the 
human race can sleep over the terrible 
calamity which has overtaken the inno¬ 
cent men, women and children of East 
Bengal in their millions. But 1 am anxi¬ 
ous to emphasise the point that alleged¬ 
ly far-sighted statesmen, such as Nehru 
were quite unable to see beyond their 
noses when they indulged in critcism 
of the US in season and out of season 
for not Jetting Asia work out its own 
destiny. History now seems to be 
laughing at them, with Washington 
apparently resolved not to initiate any 
action which may result in its getting 
involved in indefinite commitments in 
yet another troubled area of the Asian 
continent. Those who find the police¬ 
man as irksome imposition when things 
are going well ha\e only themselves to 
blame if they were to find the consta¬ 
bulary unenthusiastic when trouble 
actually arises. 

* * 

While I admire Mr J.R.D. Tata’s 
motherly anxiety about Air-India and 
its Jumbo jets, I am not impressed by 
his argument that the tax of 20 per cent 
on air tickets for foreign travel paid for 
in Indian rupees would cripple the 
economics of nis elephant brigade. He 
has no doubt put out some alarming 
statistics about the probable decline 
in traffic as a result of the tax, but it is 
still to be demonstrated that this is 
not a case of fear being father to the 
thought. 

Some of us would recall that, not very 
long ago, a suggestion was being re¬ 
peatedly made to the government that 
several worthy purposes could be ser¬ 
ved at once by the twin-stroke of libera¬ 
lising the conditions for foreign travel 
and simultaneously levying a tax on 
air tickets for such travel. If I am not 
mistaken, many businessmen used to 
be voluble in their support of such an 
arrangement. At least they should 
have no quarrel with Mr Chavan, 
now that he has taken them at their 
word. 

I admit, however, that, despite the 
liberalisation effected sometime ago 
in the conditions for the issue of the 
‘P* form, there are still far too many 
administrative restrictions on foreign 


travel. The constructive course would 
be for us to ur^ the government to 
review this position and facilitate more 
and more i^ople travelling abroad so 
that they may help increase govern¬ 
ment’s revenues as well as pro¬ 
mote the solvency of the Jumbo jets. 
Incidentally, since much difthe capital 
cost in the large part of the working 
expenses of the Jumlx) jets is to be 
met in foreign exchange, 1 fail to see 
why Mr Tata should have objected so 
vehemently to the taxing of air tickets 
paid for in rupees. The dynamic entre¬ 
preneur that it is, AIR-INDIA 
should learn to view this tax on "rupee 
air tickets’ as a stimulus to its going 
all out to attract passengers who could 
and would pay in foreign currencies. 

* * 

The other day I happened to visit 
the local zoo, and found that one of the 
elephants was being maltreated. 
An urchin who was apparently related 
to one of the keepi^s kept hitting 
the poor beast repeatedly behind 
the car with a goad. When I 
protested, the attitude of the keepers 
around the place was, to say the least, 
non-cooperative. I thought that 1 
should write to the director of the zoo 
drawing his attention to the fact that 
keepers themselves were being a 
parly lo the harassment of the 
animals in their charge; the induce¬ 
ment for them was the tips some 
visitors were prepared to give when 
the zoo animals were made to 
perform circus tricks. I am glad to 
say that the director, Mr Bhatia* 
has been very prompt and help* 
ful in his response. 1 reproduce with 
pleasure the relevant part of Mr 
Bhatia’s reply; 

*T am making the necessary en¬ 
quiries in the matter and will write 
to you again shortly. 1 have, how¬ 
ever, warned my staff, especially 
those posted with the elephants, 
so that such ugly incidents do not 
take place at all. 

"The suggestions made by you are 
most welcome. 1 am putting up a 
board informing the public not to 
make any payment to the keepers. 
I am also maintaining a complaint 
book in my office so that visitors 
may enter their complaints, if 
any.” 

V.B. 
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Trade Winds 


I,B.R.D*s RECOMMENDATIONS 

The Aid-India ConsorUum, meeting in 
Paris ihis week, will have before it the 
World Bank’s recommendation that 
India be given $ 1250 million of foreign 
aid for 1971-72. The bank has recom¬ 
mended that JIndia should get S 650 mil¬ 
lion of noy"project aid (including $100 
million to $110 million as debt relief), 
$500 million of project assistance and 
$100 million of food aid. making a total 
ofS 1250 million. Although the Con¬ 
sortium had indicated $ 700 million 
<Rs 525 crorcs) of non-project aid 
including debt relief and S 400 million 
(Rs 300 crorcs) of project aid for 1970- 
71, actual commitments totalled Rs 
356 crorcs and Rs 258 crqres, respect¬ 
ively. The bank has proposed extension 
in 1971-72 of the debt relief given in the 
last three years. It has reportedly 
drawn the attention of the Consortium 
countries to the increased economic 
activity and import liberalisation in 
India and stressed that the declining 
trends in aid should be reversed. The 
bank’s report has also referred to ef¬ 
forts made by India to mobilise internal 
resources for the fourth Plan and to tap 
rural savings. 

FUJI BANK 

The Fuji flank Ltd, Japan’s largest 
commercial bank, shifted on June II 
the office of its representative from 
Calcutta to New Delhi. This office is 
one of the eight overseas ofRces main¬ 
tained by the Fuji Bank. The other 
offices arc located at New York, Los 
Angeles, London, Dusseldorf, Seoul, 
Djakarta and Hong Kong. 

The New Delhi office will conduct 
activities such as laision with Fuji’s 
correspondent banks, advising local 
companies and Japanese firms operat¬ 
ing in India, and research of financial, 
economic and business matters. The 
oflice has been shifted to New Delhi 
in view of the growing commercial 
ties between India and Japan and the 
fact that New Delhi, being the capital 
of the country, is the most convenient 
place for Fuji representative to operate 
in India. In Calcutta this office opera- 
rated for nearly 18 years. 

\ 

According to Mr Shozo Saji, the 
Managing Director of the Bank, the 
Japanese businessmen and industria¬ 
lists are keen to co-operate with India 
in various economic fields. Japan is 
particularly interested in securing mine¬ 
ral ores and various other raw materials 


from India for its expanding industries. 
It is already collaborating in the expan¬ 
sion of iron ore mining and port facili¬ 
ties in this country. 

1.D.A, FARM CREDIT 

The International Development A.sso- 
cialion, the World Bank’s soft-lending 
affiliate, has sanctioned two credits 
totalling $60 million for agricultural 
schemes in Tamil Nadu and Haryana. 
The credits. $35 million for Tamil 
Nadu and $25 million for Haryana, 
will be used for minor irrigation, farm 
machanisation and land-levelling in the 
two slates. The latest IDA credits arc 
part of the Bank group's continuing 
efforts to support institutional credit 
programmes to enable farmers to make 
good use of new high yielding varie¬ 
ties, fertilizer and irrigation facilities. 
The IDA-aidcd projects in Tamil Nadu 
and Haryana will result in increased 
production of foodgrains (5C0,0CO ton¬ 
nes) and other crops and in higher in¬ 
come for over 70,000 participating 
farmers in the two states. 

NEW DUMPER DEMONSTRATED 

A hew Hungarian dumper, the Mo- 
gurt Model G-116 was demonstrated 
recently in Goa. Extensive trials were 
carried out for about three weeks at a 
number of mines including those of 
Dempo Mining Corporation Ltd, Sesa 
Goa Pvt. Ltd, Rajaram N.S. Banderkar 
and Sociedade de Fomento Industrial 
Ltd. The demonstrations proved the 
usefulness of the Mogurt Dumper in 
handling laterilc overburden and iron 
ore. The versatility of the dumper was 
brought out during the demonstrations 
by teaming it with a variety of loading 
equipment such as power shovels, wheel 
loaders and track-type loaders. The 
working of the Mogurt G-116 Dumper is 
characterised by ample power and ex¬ 
cellent manoeuvrability. Its ability to 
negotiate steep gradients is impressive. 
Those who witnessed the demonstra¬ 
tions found it a sturdy and efficient 
machine. 

Before the Goa demonstrations, the 
dumper proved itself successful in ex¬ 
tensive trials in handling blasted rock 
and other heavy materials at various 
irrigation projects, among them the 
Beas-Sutlej Link Project, HP, and the 
Koyna Project, Maharashtra. 

In the context of the several de¬ 
velopment works in the country, there 
is clearly need for efficient mechamcal 
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dumpers. The Mogurt Dumper it a. 
satile off-the-highway machine equiaUy' 
at home on irrigation projects, in miktes 
and quarries, in tunnef applications and 
on earthmoving jobs. The swivelling 
seat arrangement with dual operator 
controls make this unit ideally suitable 
for shuttle work encountered in tunnel 
applications. Powered by a heavy duty 
145 h.p. diesel engine, it has a rated 
payload capacity of ] 1 tonnes and is 
equipped withh\draultc pow6r steering, 
a four-wheel drive, strong hydraulic 
tipping gear and large tyres. 

The Mogurt dumper can be imported 
against rupee payment under the Indo- 
Hungarian bilateral trade agreement. 
Willcox Buckwell India Limited, New 
Delhi, a subsidiary of Larson & Toubro 
Limited, holds the franchise for these 
dumpers. 

COMMTITEE FOR EMPLOYMENT 

The Planning Commission has re¬ 
cently set up an advisory committee 
of economists on employment studies. 
The members of the committee arc : 


AVAILABLE LAW 

BOOK SHOPS. 

«A GUIDE TO COMPANIES AQ* 

Sixth Edition 
By A. Ramaiya 

The chief merit of this book is its 
usefulness from a practical point of 
view. 

The provisions of the sections are 
explained in a clear and lucid man¬ 
ner. Helpful notes explaining the 
amendments are given. The author 
has expressed his views on some 
provisions on which there has not 
been adequate judicial or depart¬ 
mental interpretation. 

In this edition he has made further 
thought-provoking comments on 
matters of frequent reference and 
explained doubts hitherto not noted 
seriously. 

The case law is revised up-to-date. 
The relevant rules and forms as 
well as those relating to Managing 
Agents and Secretaries have been 
printed in full. 

A book that should be on the table 
of every Company Executive, Char¬ 
tered Accountant and Company 
Advocate. 

Over 1200 pages. 

Place your order immediately. 

PRICE : Rs, 50/- postage extra. 
Pre-Peb. Price : Rs. 45/- open till 
15-7-71 

Pub lished by _ 

M. L.lu OFFICE 

P. B. No. 604, MADRAM. 
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M* L. Dantwala\ (Bombay), Prof 
V. M. Dandatair (Poooa), PSrof K. IST. 

(Delhi), Prof S. Chakravarty, 
(Delhi,) Prof Gautam Mathor (Andhra 
mdesh), and Prof T. N. Srinivasan 
(New Delhi). The committee will 
. assist in dravfing tip and implementing 
^ a programme of studies on employ¬ 
ment and unemployment through aca- 
demic institutions to supplement the 
programme undertaken by official agen¬ 
cies, The committee will advise on the 
evolution of an integrated approach to 
employment orientation of develop¬ 
ment planning as a Whole and for dif¬ 
ferent sectors. It will also guide and 
co-ordinate studies undertaken by aca¬ 
demic institutions in formulation and 
implementation of special programmes 
such as small farmers* development 
agency, marginal farmers and agricul¬ 
tural labourers and rural works pro¬ 
gramme in drought prone areas. 

PLAN TO UNK STATE GRIDS 

The Government of India has ap¬ 
proved three inter-state power trans¬ 
mission schemes linking Gujarat with 
Maharashtra, Madhya Pradesh and 
Rajasthan. The three projects which 
will help formation of the western grid 
would be completed in the next four 
years. Under the scheme, Barwaha in 
Madhya Pradesh would be Jinked 
with Baroda, Udaipur in Rajasthan 
would be linked with Ahmedabad and 
Nasik in Maharashtra would be link¬ 
ed with Navasari. The union govern¬ 
ment is to provide finances for the 
interstate transmission links outside 
Plan outlays and the assistance would 
be regarded as loans to the four states 
for power links lying within the stale 
boundaries. 
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mission to export wheat, flour and other 
irains to Quna, eastern Europe and 
the Soviet Union. A 50 per cent US 
Mapping requirement for these items 
was suspended. The Oune^ export 
bst appeared to parallel closdy a «mi- 
lar list on exports to the Soviet Union, 
which has b^n in existence for some 
time. 

BANKS IN UNBANKED CENTRES 

Bank offices will be opened in 130 
more unbanked, mostly, rural centres 
in four states — 71 in Punjab, 26 in 
Haryana, 8 in Jammu and Kashmir 
and 25 in Himachal Pradesh— during 
the current calendar year. The pro¬ 
gramme was finalised recently at a 
meeting of senior ofiicials of commercial 
banks operating in these states called 
by the Reserve Bank. Thirteen of these 
new branches will be opened by the 
State Bank, 53 by the 14 nationalised 
banks, 24 by the State Bank of 
Patiala and the rest by other banks. 
In addition to these offices about 60 
more offices arc expected to be opened 
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in the centres which are already banked* * 
and 70 offices in unbanked centres in 
respect of which licences are pending. 

SC1NDU*S NEW SHIP LAUNCHED 

Yet another ship to the liner fleft of 
Sc Indians was added when a new vessel, 
MV “Jalamohan” was launched on 
June 2, 1971 at the Warnemunde Yard 
of Messrs Veb, Warnowwerft by Mr 
N.K. Suntook, a director of the com¬ 
pany. MV *‘Jalamohan” is the first 
of the second series of four vessels or¬ 
dered by the company in GJ^. ^sed 
on the experience gamed in the opera¬ 
tion of vessels under the first series 
and in accordance with company's 
policy to acquire ships to meet modern 
requirements of trade, some more inno¬ 
vations have been incorporated in the 
design of ships under second series. 
Accordingly vessels under the second 
scries will have Bulbous Bow to in¬ 
crease speed. The vessels arc also fitted 
with hydraulically operated hatch co¬ 
vers of Maegregor type, which save 
considerable time in closing and open- 


YOU CAN NOW HAVE LIFE INSURANCE COVER ON 
YOUR LIFE ON BECOMING OUR SAVINGS BANK 

depositor 

Syndicate Bank have pleasure in announcing a new scheme jointly 
with Life Insurance Corporation of India—first to be introduced by 
any bank : INSURANCE LINKED SAVINGS BANK DEPOSITS 
which provide life insurance cover to Savings Bank Account holders 
in the age group of 18 to 49. 

No payment of premium ! (Premium is borne by the Bank) 

* No extra cost I 


U.S.-CHINA TRADE UBERAUSED 

The Whitd'House announced a broad 
range of American made products that 
may be sold to China, Including auto- 
mobilies, industrial equipment, and 
other consumer goods. Breaking a 21- 
year-old embargo on trade with China, 
President Nixon made public the list 
of exports that US indus^ may ship 
to China under a general licence — the 
products that can be shipped without 
further approval from the government. 
The list includes farm, fish and forestry 
products, tobacco, fertilisers, coal, 
selected chemicals, rubber, textiles and 
other metals. In addition, Mr Nixon 
said, agricultural, industrial and office 
equipment was included as well as 
household appliances, electrical appa¬ 
ratus in general industrial or commer- 
dal use, some selected electronic and 
communications equipment, and other 
automobile equipment and consumer 
goods. MrNixon also decided to sweep 
aside a requirement that American busi- 
nesstnim must obtain govemment per- 


* No irksome medical examination I 

* You will still earn the same rate of interest !! 


All you have to do is to open with us an INSURANCE LINKED 
SAVINGS BANK ACCOUNT and maintain a minimum balance 
of Rs. 500 in rural areas and Rs. 1000 in other areas. 

If you are in the age group of 18 to 40 your life will be covered to the 
extent of double the average balance in your account for the previous 
half year sut^ect to a maximum of Rs. 10,000. The coverage for 
persons in the age group of 41 to 49 will be the average balance subject 
to a maximum of Rs. 5,000. 

Ladies having an earned income and in the age group of 18 to 49 are 
also eligible to open accounts under the scheme. 



Branches; 
Over : 490 


SYNDICATE BANK 

head Office : MANIPAL, (Myaore State) 


K.K. PAI 
CUSTODIAN 
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Ing af hatches and thus reduces cargo 
handling costs. For the first "time on 
Scindia vessels twin hatch openings 
are being jprovided. The ships have also 
been equipped with a pair of 30 ton 
derricks each for heavy lifts and con* 
tainers* MV ""Jalaxnohan*’ is a fast, 
18 knot vessel propelled by a MAN 
super-charged diesel engine and auto¬ 
mated engine room has been provided 
The ship has also space for 21,000 cu. 
ft. of refrigerated cargo and over 1000 
tons of liquid cargo in deep tanks. The 
crew and officers' accommodation on 
the vesseVIs fully air-conditioned and 
the company hopes that this unit will 
not only render better service to the 
trade, but will also provide a better 
standard of living conditions for officers 
and crew. With addition of this vessel 
the Scindia fleet wilt consist of 42 
vessels of 5.38 lakhs deadweight. 

TIE UP FOR POWER TlLf£RS 

The Maharashtra Co-operative En¬ 
gineering Society of Kolhapur has en¬ 
tered into collaboration with a Japa¬ 
nese firm for the manufacture of 10- 
13 HP power tillers. This is the first 
cooperative society to enter into colla¬ 
boration with a foreign firm in the 
field of engineering, according to Mr 
.^vajirao Desai, managing director 
of the society. He said that the Rs 
4.5-crore project would manufacture 
about 4,000 power tillers a year after 
five years. He said that under ihe agree¬ 
ment with Yanmar Diesel Engines of 
Japan, the first lot would be imported 
but the accessories required would be 
made locally. In five years the power 
tillers would be made indigenously. The 
cost of each tiller was expected to be 
about Rs 12,500. 

SUGAR OUTPUT 

The total sugar production in the 
month of April 1971 was about 427,000 
tonnes as against about 584,000 tonnes 
during the corresponding period of last 
season. This brings the total production 
during the first seven months of the 
season 1970-71 to 35,37,000 tonnes as 
against 36,67,000 tonnes during the cor¬ 
responding period of last season. The 
off-take of sugar from factories during 
the montii of April, 1971 was about 
3,64,000 tonnes for internal consump¬ 
tion and 37,000 tonnes for exports as 
against about 2,76,000 tonnes for inter¬ 
nal consumption and 20,000 tonnes for 
exports in the corresponding period of 
•last season. The total despatches in 
the first seven months in 1970-71 was 
21,97,000 tonnes for internal consump¬ 
tion and 2,17,000 tonnes for exports 
as against 18,34,000 tonnes for internal 
consumption and 40,000 tonnes for 
export durin^he corresponding period 
last season. The total closing stock of 
sugar with the factories on April 
.30, 1971 was about 32,11,000 tonnes as 
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against about 30,97,000 tonnes at the 
md of April last year. 

JAPAN TO BOOST IMPORTS 

The Japanese government has de¬ 
cided to adopt an eight point pro¬ 
gramme, which aims at checking exports 
and boosting imports in a bid to ease 
the growing international pressure for 
revaluation of the yen. This decision 
was reached at a meeting of the minis¬ 
ters called to co-ordinate views on the 
nation’s external economic policy prior 
to the opening of a ministerial confe¬ 
rence in Paris of the Organisation for 
Economic Co-operation and Develop¬ 
ment ^OECD) against the background 
of a large accumulation of Japan’s 
foreign exchange reserves, now close 
to the $7,(X)0 million mark. The eight 
point programme calls for stepped up 
liberalisation of imports, enforcement 
of tarijf preferences for manufactured 
products of developing nations as 
from August 1, reduction of tariff rates, 
decontrol of direct foreign capital 
investment in Japanese industries, re¬ 
moval of non-tariff trade barriers, ex¬ 
pansion of economic aid to developing 
nations, improvement of the export 
system and flexible operation of fiscal 
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and monetary policies to stimulate dO; 
mestic economy. « 

EXPORT AWARDS 

Jg Glass Indiistiles P?t. Ltd, of 
Poona has been awarded the Export 
Performance Badge by the Chemicals 
and Allied Products Export Promotion 
Council. The award has been giVen for 
export of **Mettle” vacuuiA flasks, re¬ 
fills and penciUin vials. Flasks were 
exported to Middle East, South-east 
Asia and East Africa. Refills were ex¬ 
ported to Australia, Ceylon and Waft 
Germany. The company also fulfilled 
a bulk commitment of 7.5-lakh flask 
export order placed by the USSR 
valued at Rs 37.5 lakhs 

The Chemicals and Allied Products 
Export Promotion Council has given 
special award to Madras Rubber Fac¬ 
tory Ltd, manufacturers of Mansfield 
tyres, for outstanding results in the field 
of export publicity and market research. 
MRF’s exports of Rs 58 lakhs represents 
20 per cent of its tyre production to 30 
countries including the US. The sophis¬ 
ticated US market is buying from 
MRF a wide variety of tyres, particu¬ 
larly speciality tyres for antique cars. 



4} PER CENT LOAN 197B TO BE ISSUED AT R$. 100.00 PER CENT 

AND REPAYABLE AT PAR ON 1ST OF JULY 1978. 

S] PER CENT LOAN 1986 TO BE ISSUED AT RS. 100.00 PER CENT 

AND REPAYABLE AT PAR ON 1ST OF JULY 1986. 

5J PER CENT LOAN 2001 TO BE ISSUED AT RS. 100.00 PER CENT 

AND REPAYABLE AT PAR ON 1ST OF JULY 2001. 

Subscriptions to the above loans will be received simultaneously and will 
be limited to a total of Rs. 375 crorcs (approximately). Subscriptions may be in 
the form oi'ti) cash/cheque or (ii) securities of the 4i per cent Loan 1971 which 
will be accepted for conversion at par. Government reserve the right to retain 
subscriptions up to ten per cent in excess of the notified amount. 

If the total subscriptions received for the new loans exceed the notified figure 
plus the amount of ten per cent retainable as aforesaid, partial allotment will be 
made in respect of the cash subscriptions received atid the balance refunded in cash 
as soon as possible. 

Interest at the rate of 44 per cent per annum on the securities of 4i per cent 
Loan 1971 tendered for conversion will be paid upto and inclusive of 30th June 
1971 at the time of issue of the new securities. 

The new Joans will bear interest from the Isl of July 1971. Interest will be 
paid half-yearly on the 1 st January and 1 st July. Interest payable on the securities 
of all the three loans will be liable to tax under the Income-tax Act, 1961. Interest 
on Government Securities along with income in form of interest or dividends on 
other approved investments will be exempt from income-tax suUect to a limit of 
Rs. 3000 per annum and subject to other provisions of Section 80L of the Income 
tax Act, 1961. 

Subscription lists will open on the 1st of July 1971 and close on 3rd of July 
! 971 or earlier Without notice. Applications for the neW loans will be received 

at:— 

(a) Oflice.s ofthe Reserve Bank oflndia at Bangalore, Bombay (Fort and 
Byculla), CalcuJIa, Hyderabad, Kanpur, Madras, Nagpur, New Delhi 
and Patna; 

(b) branches of the subsidiary banks of the State Bank of India conducting 
Government treasury work except at the branch of the State Bank of 
Hyderabad, Gun-foundry, Hyderabad; and 

(c) branches of the State Bank of India at other olaoes in India* 

For full particulars plea&e apply to any of these ofnees or branches. , 
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Company Affairs 


HINDllSTAN AMJMINIUM 

* iNSviTfiof ahordc of difRculties, pro- 
Uems and temporary setbacks, Mr 
Aditya V. Birla, who presided over the 
dhniial genera] meeting of Hindustan 
Aluminium Corporation Ltd in the ab¬ 
sence of its Chairman, Mr G.D. Birla, 
was confident that the expansion 
schemes now being implemented 
would be completed well before 1974 
and it would be possible for the com¬ 
pany to take full advantage of the de¬ 
velopment rebate now available on a 
‘‘priority” basis. The company how¬ 
ever would be deprived of the ad¬ 
vantage of concessional taxation of 
profits, as aluminium industry, accord¬ 
ing to the latest budget proposals, has 
bwn witiidrawn from the list of 
priority industries. 

Referring to the expansion pro¬ 
grammes, Mr Birla said that the first 
stage of the expansion scheme for 
raising the capacity from 80,000 tonnes 
of primary metal to 100,000 tonnes is 
schedided to be completed by the 
middle of 1972 and the second stage 
for further increasing the capacity to 
120,000 tonnes will be reached by the 
end of 1973. The cost of the expansion 
scheme is estimated at Rs40 crorcs and 
it will be financed through internal 
resources and borrowings. Mr Birla 
ruled out the possibility of the company 
issuing rights shares in the near fu¬ 
ture. As for the proposed issue of bo¬ 
nus shares in the ratio of one equity 
share for four held, Mr Birla stated that 
ihe company hopes to obtain the 
necessary clearance from the Control¬ 
ler of Capital Issues very soon as the 
application was in accordance with the 
guididines fbr bonus shares. 

About dividend Mr Birla said that 
according to the present agreement with 
the Ex-Im Bank the company was not 
allowed to pay more than 12.5 per cent 
till the repayment of its loan in 1978. 
The company has already raised its 
dividend to 12.5 per cent for 1970 
from 10 per cent paid for 1969. He 
however assured the shareholders that 
the board will persuade the Ex-Im 
Bank at an appropriate time to Waive 
the condition on dividend and allow 
the company to raise its distribution 
if its earnings permitted. 

Referring to the immediate problems 
j|nd obstacles, Mr Birla pointed out 


that the UP government Was yet to 
finalise the contract for the supply of 
power and was yet to transfer to the 
company the land for expansion pro¬ 
gramme. This was holding up, accord¬ 
ing to Mr Birla, the entire construction 
schedule. Farther though the proposal 
for foreign exchange loan from the 
Ex-Im Bank for the expansion pro¬ 
gramme had been submitted to the 
union government as far back as Sep¬ 
tember 1970, there was delay in finalis¬ 
ing it. Besides the application for 
import of capital goods was pending 
with the authorities for nearly eight 
months now. Steel shortage was also 
holding up construction schedule. 

Mr Birla told the shareholders that 
the company had applied for permis¬ 
sion to increase it licensed capacity for 
fabricated ilenvs from 37,000 tonnes to 
60,000 tonnes and the matter was under 
the consideration of the government. 

Mr Birla was highly critical of the go¬ 
vernment’s policies and decisions. The 
new prices fixed for aluminium, Mr Birla 
observed, were unrealistic and would 
hit the industry adversely. The new 
prices fixed at grossly uneconomic 
levels, according to Mr Birla, were 
almost 15 per cent below the prices 
which prevailed in early 1967. He 
hoped that the government would take 
a realistic view about aluminium prices 
and allow the producers sufficient 
margin to cover the increase in power 
and other costs of production which 
have gone up following substantial 
increase in the prices of almuinium 
fluoride, cryolite, calcined petroleum 
coke and caustic soda. 

TEXMACO 

Textile Machinery Corporation Ltd 
has reported highly encourging results 
during the year ended December 31, 
1970. Sales during the year spurted to 
Rs 13.15 crores recording a smart rise 
of Rs 5.07 crorcs over 1969. This 
enabled the company to reap a gross 
profit of Rs 48.67 lakhs as against a 
deficit Rs 61.81 lakhs in 1969. Out 
of the profit, the directors have ear¬ 
marked a sum of.Rs S. 24 lakhs to write 
off debenture issue expenses and the 
Glance of Rs 43.43 lakhs Was set 
apart for making a partial provision 
towards depreciation,, the uncovered 
depreciation being Rs 6.09 lakhs. The 
company has however skipped the 
equity 4iyidesd for the fourtn year in 
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succession. It last paid an equity divi! 
dend of 17,5 per cent in 1966. 

The company’s various divisions 
showed marked improvement in 1970 
but the company could not derive full 
benefit due to steep escalation in costa 
and inadequate and irregular Supplies 
of steel. It was obliged to procure 
sizable quantities of steel at fantastic 
premium from the open market which 
corded profitability. This apart, the 
sagging home demand from the textile 
industry and the curtailnt^t in the 
orders of the railways a^mpanied 
with unremunerativc prices added to 
the company’s trouble. To counter it 
the company tried to intensify its export 
drive and its export performance today 
ranks foremost amongst the engineer¬ 
ing companies in the country. It is 
encouraging to note that the company 
has secured a repeat order for ring- 
frames from l^c UAR and further order 
are in the pipeline. 

Meanwhile, thcGovcrnment of India 
has approved the company’s collabo¬ 
ration agreement with Messrs Howa 
Machinery for the manufacture of high 
speed carding engines, simplex and 
draw frames and the plans for the manu¬ 
facture of these high speed machines are 
underway. With its range of textile 
spinning machinery thus made more 
comprehensive, the company hopes to 
cater to the requirement of textile 
mills both at home and abroad. 

The steel foundry division witnessed 
a substantial boost in production during 
the year under review despite a fall in 
demand for the conventional castings 
for wagons in the face of scanty orders 
from the Railway Board. This was 
largely made possible due to the com¬ 
pany's progressive switch over to more 
intricate and sophisticated castings. 

The progressive decline in orders 
from the Indian Railways continued 
to affect the working of rolling stock 
division. Despite these reverses, the 
company commenced manufacture ag¬ 
ainst the Hungarian order of 1000 
wagons and it has already shipped over 
400 wagons so far. The company conti¬ 
nued to spearhead the export drive in 
European markets and it was successful 
in obtaining a sizable order for wagons 
from Yugoslavia ag^egating over Rs 
nine crores. Production in the Water 
tube boiler division registered a pheno¬ 
menal increase during the year under 
review. The year 1971 holds promise 
of a still better production. 

As for the current year, the directors 
confidently look forward to further 
growth and progress, provided the 
Railway Board would heed the plight 
of the industry and place adequate 
orders at economic prices. As a big 
consumer of steel, the working would 



4 

no less depend on adequate supplies 
of tbis basic input. 

STANDiti^D & CHARTERED BANK 

Thb Directors of Standard and Char¬ 
tered Banking Group Limited will re¬ 
commend to shareholders at the Annual 
General Meeting to be held on August 
3,1971, payment of a final dividend of 
seven per cent, less income tax for 15 
months ended March 31,1971. The total 
rate of distribution for that period will 
thus be I yper cent representing an in¬ 
crease ofwc per cent over the amount 
forecast for the first accounting period 
of the new company in accordance with 
the scheme of arrangement for the 
merger. Net profits of the Group avail¬ 
able for dividend after provision for 
taxation transfers to inner reserves and 
minority interests were as follows : 
Net profits of Standard Bank and Char¬ 
tered Bank £ 11,953,409, less trans¬ 
fers to contingency and reserve funds 
£4,071,694, balance of profit brought 
forward £ 10,742,683. The register of 
members will be closed on June 28, 
1971. 

MALAYSIA-SINGAPORE AIRLINES 

Malaysia-Singapore Airlines (MSA) 
reached commanding heights in its ope¬ 
rations during the year ended March 
31, 1971. The profit for the year more 
than doubled to $40 M, registering a 
record rise of $20.6 M over 1969-70. 
Over I 5 million passengers were car¬ 
ried during the year and it excelled the 
previous year’s figure by about 23 per 
cent. A peep into the airlines* other 
working results leveal that the year 
1970-7 J was a saga of achievements for 
the company. Sixty five per cent of 
the seats, for instance, were sold (pass¬ 
enger load factor) as against 62 per cent 
in 1969-70. The percentage of carriage 
capacity that has to be sold in order to 
cover all costs (break-even load factor) 
too showed a marked improvement 
during the year under review. Perhaps 
the brightest spot in the company's 
glittci ing record in 1970-71 Was that the 
ai dines was able to set one of the world’s 
best records of punctuality by manoeu¬ 
vring 89 per cent of aircraft departures 
within 15 minutes of scheduled time. 
The arrangements for the MSA’s new 
route to London too proceeded accord¬ 
ing to schedule and the MSA’s maiden 
flight on June 2, out of Singapore to 
,London was a grand success. Develop¬ 
ment of ’Kriscom’, MSA's multi-mill¬ 
ion dollar instant response computer 
system for reservations, departure con¬ 
trol, message switching and other appli¬ 
cations are proceeding according to 
plan and it will become effective by 
June 1972. Encouraged by the air¬ 
lines’ impressive financial results and 
outstanding achievements, the board 
of directors have resolved to pay one 


month’s salary as bonus to staff. The 
bonus will be the basic salary of each 
employee for the month of March 1971. 
Those with a less than a year’s ^nti- 
nuous service on 31st March, will be 
paid an amount proporffoirtate to their 
length of service. The only exclusion, 
however, is staff seconded and staff 
abroad who arc already in receipt of 
bonus. The board of directors are 
also happy to report that theemplt^ees’ 
productivity, as measured by available 
capacity per employee, in 1970-71 was 
higher by about seven per cent as com¬ 
pared to the previous year. Quite signi¬ 
ficantly 97 percent of the staff in Malay¬ 
sia and Singapore are now nationals. 
Of the non-nationals only five are now 
seconded from other airlines as against 
21 two years ago. 

SADRASHTRA CEMENT 

The expansion programme of Saura- 
shtra Cement and Chemical Industries 
Ltd is nearing completion. Its new kiln 
capable of producing 1,000 tonnes of 
clinker per day is scheduled to go on 
stream in the third week of the current 
month. AVith the commissioning of this 
new plant, the installed capacity of 
company's cement unit at Ranavav in 
Gujarat will increase from 5.30 lakh 
tonnes to 8.60 lakh tonnes of cement 
per annum. The company’s turnover, 
with production at full capacity, is ex¬ 
pected to increase to about Rs 9 crores 
from Rs 5.50 crores. The machinery 
and equipment for the new plant were 
manufactured and supplied by Wal- 
chandnagar Industries in technical 
collaoration with a West German firm. 

SUNDARAM FINANCE 

Impressive progress has been re¬ 
ported by Sundaram Finance Ltd 
during the year ended December 31, 
1970. New records were set up by the 
company in almost in all spheres of its 
activities during the year. Deposits con¬ 
tinued to maintain its uptrend but dur¬ 
ing 1970 it registered a sharp rise to 
Rs 708.24 lakhs and it exceeded the 
previous year’s figure by as much as 
Rs 159.99 lakhs. The year also wit¬ 
nessed a rapid expansion in the com¬ 
pany’s activities of financing of road 
transport industry. Consequently the 
stock on hire at the end of 1970 shot 
up to Rs 1210.92 lakhs from Rs 958.84 
lakhs in the preceding year. With siz- 
ble expansion in volume of business, 
the profit after providing for taxation 
too improved to Rs 24.35 lakhs which 
was a shade higher than the 1969 figure 
by Rs 0.02 lakh. The profit mi^t have 
registered a handsome rise during the 
year but for the considerable escalation 
in operational expenses due to higher 
interest charges payable as a result of the 
increase in bank rate and rise in estab¬ 
lishment expenses. The company is 
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making an all-out effort to sM iqi its 
volume of bustness. The effortSp^.it 
senns, have been amply rewarded as 
witness the substantial increase in the 
oompany’s votunie of business in the 
fiM tcnxt rnoml^of the cuffwt 

of 1^0?^ As the buoyanl^ iiT^tfiTvo- 
lume of business is expected to be maiii* 
tained in the remaining mohths of 19’71 
the directors are comment that the 
company will be producing highly en¬ 
couraging results during the current 
year. • 

Out of the net profit Rs 24.35 lakhs 
the directors have set apart a sum of 
Rs 2.25 lakhs towards donations as 
against Rs 2.22 lakhs in 1969. This 
leaves a surplus of Rs 22.10 lakhs which 
has been transferred to general re¬ 
serve. The appropriation to general 
reserve in 1969 amounted to Rs 22 11 
lakhs. The directors have maintained 
the equity dividend at 16 per cent. 
It will absorbe Rs 16 lakhs and it will 
be paid out of the gehCTal reserve. 

COROMANDEL FERTlUlkRS 

Coromandel Fertilisers Ltd, is inten¬ 
sifying its marketing strategies so that 
its fertilisers am made available to the 
farmers at the right time and at the 
right place. Besides to cater to the 
areas where there is a potential de¬ 
mand for its fertilisers it has appointed 
Rallis India Ltd as its yet another 
major selling agent for the company. 
It is also further strengthening its 
efforts in several other areas such as 
farm service, demonstration plots, soil 
testing and. news-letters for farmers* 
education. This was disclosed by the 
chairman, Mr Bharat Ram, when he 
was addressing the ninth annual general 
meeting of the company. 

There was a modest overall improve¬ 
ment, according to the chairman, in 
the performance of che company in 1970 
as compared to the previous year. The 
plant operated well and at near design 
capacity, except for two unprecedented 
breakdowns which resulted in a slgm- 
ficant loss of production. Remedial 
steps however arc heins taken by the 
company to overcome these handicaps. 
As for power, the company is closely 
working with the Andhra Pjradesh State 
Electricity Board so as to ensure Stabi¬ 
lity in the fiow of power. The company 
has also taken on hand the construc¬ 
tion of a ten-million gallon water sto¬ 
rage reservoir so as to reduce the 
quent breakdowns in the s^j^y of 
water. 

Movement of fertilisers is a matter 
of major concern to the company. As 
railway wagons have not bem mi^ 
available in adequate measure, the 
company is taking steps to foots tiie 
attention of the concerned authontfes 
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make the quality of your 

ryu>ERfeK 

wKhinash 

ENDLESS FELTS 


Comparable to the best Imported felts, dlneeh endless 
felts, have better dimensional stability, excellent 
absorption and drainage properties to impart that distinctly 
suoertor finish to your paper, board and/or allied Items, 
dinesh endless felts, moreover, are easily made available 
all over the country Designed specifically w suit your 
individual requirements, their trouble*ffee operation and 
longer service life further speed up your production, 
dinesh fsitsare also backed by useful technical advice, 
prompt and efficient after>8ales service. 
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This giant ship was completedl 
in record time - thanks to the 
fsngineers, technicians-and lOL. 



That's right lOL 
lOL electrodes and arc welding 
equipment were the natural 
choice foi the welding of this 
ship's hull. Natural because 
they have been the pioneers in 
India in these and many other 
allied fields. Manufacture of 
automatic arc welding consu¬ 
mables, for Instance. Or install¬ 
ation of entire pipeline systems 
for supply of gases. Or oxygen 
for high altitudes. Or, nitrogen 
for malleablising and annealing 
furnaces. Or...but one has to 
>top somewhere. 

Today, new frontiers are being 
opened. lOL have already 
munched on manufacture of air 
aparation plant and associated 
':ryogenic equipment. Plans are 
oeing drawn up for further 
diversification into new areas 
and for improving the existing 
range of products 
By constantly innovating, lOL 
have always kept abreast of the 
latest technology. And with 
iheir products and technical 
'services, help the nation's 
defence forces, steel mills, 
fertilizer and chemical plants 
and the engineering industry. 
Their international association 
ha$ enabled lOL to bring the 
latest advances and research 
abroad to the service of Indian 
• ndustry. 

idian Industry 
,:8eds Indian Oxygen. 


INDIAN 

OXYGEN 

LIMITED 
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oa thi* mdM protriem. and asploring 
die poM^iffi^ ot aetdbliiUiv a vast 
natam .nf alpcage pdnts all over 
theteeiinttT. As ^ would mean extra 

OOSti.fikttB'lUuiflbt dfiti ORMUOti ’ 

dialtpian .aia# « ob^ pida tn the 
Oommmt ot Aiattaa mdedi to 
, aboMi, Un oAer states, the sales tax 
on fbititaa and thetUfay help in to* 
ducdiig oott of ftrtiiiser to the fktmers. 

POLYPiOECS 

Polysteels (India') Ltd is entering the 
capital markrt on July S with a public 
issye of Rs 32.50 lakhs in equity shares 


BASIBRN BCXmOMUT 

of Rs 10 each. The subscription list will 
close on July 15 or earher hut not before 
July 7. A sum of Rs 2. SO is payaUe on 
application and a like amount on allot* 
meat. The company it- setting Up a 
ptanf at Bhavaagar, to manufacna« 
50,000 tonnes of mild stoel, special 
steel, alloy steel and carbon steel ingots 
and billets. Tliis vriU bothe first eleotric 
ftimace plant in Gqjjarat and it will 
utilise steel scrap as pnndpal taw mate¬ 
rial. At iMesent the cotKptny proposes 
to install two arc fUmaCes. The first 
electric furnace Will he commissioned 
by the end of next month and the next 


one by October aext. The company • 
expects an output of 35,000 tonnes and 
a turnover of Rs 1 .fiOcrotesin 1971-72. 
In the second year, when full production 
Would be teacued. thu tamhmls eli^c- 
tedtorisetoRsScrores. The'oompany 
hopes to pay a maiden equity dividbnd 
in 1971-72 and a reasonable dividend 
from 1972-73 onwards. The total cost 
of the project is estimated at Rs 1.20 
crores. Tnis will be met by capital 
taken by the directors and friends (Rs 
27.50 lakhs), public issue (Rs 32.% 
lakhs) and loans firom banks and finan¬ 
cial institutions (Rs 60 lakhsL 



earn increased rates ef interest" 
on smaii savings 

Higher interest rates announced by the 
Central Government “are now in force. 
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POST OFFICI SAVINSS BANK— 

i) Single, Joint and Provident 
Fund Accounts. 

ii) Minimum Balance Rs. 100. 

iii) Blocked Deposit for 2 years. 

POST OFFICE TIME DEPOSITS 
POST OFFICE RECURRINB DEPOSIT 

T>VSAR NATIONAL SAVINSS 
CERTIFICATE (IV ISSUE). 


Old Rate 

New Rate 

(p. a.) 

(p. a.) 

3f% 

4% 

4% 

m 


44% 

5i%toOi% 

6% to 74% 


6f% 


74% ^ 


For details, please ask your nearest 
Post Office or write to the Regional 
Director, National Savings of your State. 


NATIONAL SAVINGS ORGANIZATION 
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MAHINDRA UGINE STEEL COHPANY LIHITiD 

• t 


Statement of the Chairman, 
Hr. HARISH MAHINDRA 


Following is tlie statement of the Omirman, Mr. HarUi Mahindra, 
to the memben on the occasion of the 8th Annual General Meeting 
of the Company held in Bombay on 11th June 1971. 


The Directors' Report and the Ac¬ 
counts for the year ended Slst Decem¬ 
ber 1970 have already been circulated. 
My statements in the past used to dwell 
on the economic and political issues 
providing the background to your Com¬ 
pany’s operations. But this year 1 am 
making a departure by concentrating 
on topics of direct interest to you. 
Nevertheless we have been so close to 
the pTCsenlalion of the Union Budget 
for 1971-72 that it would be desirable 
and appropriate if at the outset it 
is briefly referred to and its impact of 
industrial growth assessed. 

BUDGET PROPOSALS: 

The Govenimc'.n has come out with 
a Budget having the avowed objective 
of narrowing down economic dispari¬ 
ties. Some of the measures introduced 
have a distinct veneer of socialism. 
Reading between the lines, one would 
find that there is a positive attempt to 
mould the pattern of consumption as 
also to further discourage conspicuous 
consumption. The Budget, therefore, 
appears to be motivated more by a 
desire to project a radical stance rather 
than to trigger off an accelerated pace 
of industrial investment. As far as the 
corporate sector is concerned, the 
measures to increase the rale of capital 
gains tax and the rate of surtax on 
company profits where they arc in 
excess of 15% of the capital as also the 
abolition of Development Rebate after 
, 3lst May 1974, coupled with the reduc¬ 
tion in the amount allowed to be de¬ 
ducted from 8% to 5% of profits in 
respect of priority industries Whose list 
has also been slashed will undoubtedly 
hinder capital formation. 

The Development Rebate Reserve, 
introduced in 1955, is intended to be 


disconlinued from the end of 1973-74 for 
several reasons. Firstly, With such a 
ihrcat of abolition of DR it is hoped 
that the tempo of investment between 
now and 1974 would be quickened. 
Secondly, it is presumed that the country 
has already built up a ‘wide enough’ 
industrial base and therefore there is 
no need* to perpetuate DR. And, 
finally this step is also for the purpose 
of ‘preventing accumulation of sur¬ 
plus resources and growth of large 
houses'. These arguments do not carry 
conviction and sound rather specious. 
There are several better ways to sti¬ 
mulate investment activity such as ex¬ 
pediting issue of industrial licences for 
both new units and expansion than 
through the abolition of Development 
Rebate. The second argument that the 
country has already built up a wide 
enough industrial base is open to ques¬ 
tion as the prime need of the hour is to 
accelerate the growth of all industries 
for the sake of which it is essential to 
offer positive incentives for investment. 
It is also a moot pennt whether there is 
such a wide base as is presumed. If there 
IS one, why should we be planning for 
expansion of capacities in Steel, ma¬ 
chine-building industries, heavy chemi¬ 
cals and such other basic industries? 
As regards the third argument, we 
should bear in mind that while there 
are examples of a few companies who 
have been able to amortise an amount 
in excess of the capital invested in a 
brief period, this does not mean that 
all companies can do so. Much de¬ 
pends on the nature of the industry. 
Steel or Alloy Steel Industry as such, 
is a capital-iiitensive one nnd it takes 
a fairly longtime before tfie break-even 
point is reached and before an organi¬ 
sation gets into the profitability stride. 

The need to build up reserves equal 


to the replacement value of plant gnd 
machinery is such that depreciation by 
itself however much liberal it be, can¬ 
not be adequate, especially in these 
days of mounting prices steadily erod¬ 
ing the value of the Rupee. Secondly, 
when the time comes for replacement 
of Plant and Equipment, it is seldom 
that Industry buys the same types of 
equipment, which due to efflux of time 
would have become obsolete in view 
of the technological advancements. 
Consequently, replacement equipment 
would constitute more sophisticated 
equipment and also would be in the 
form of improved designs, with stream¬ 
lined features incorporating the latest 
technical innovations. Replacement by 
such a modern equipment entails a 
higher capital expenditure than the cost 
of the original plant or machinery. 

It is therefore urged that the com¬ 
mendable and progressive views with 
which it was introduced should not be 
lost sight of and the decision in regard 
to abolition of Development Rebate be 
reconsidered. Alternatively, the Go¬ 
vernment may consider a proposal put 
forward in 1967 by Dr. R.K. Hazari 
that such major tax concessions should 
be “(a) selective matched with plan 
priorities and graded accordingly with 
a larger dififerential than given at pre¬ 
sent and (b) related directly to larger 
output, lower cost and higher profits 
instead of conferring a bounty on the 
amount of investment per se.’* 

The agricultural sector has continued 
to be a tax heaven. If the necessary 
processes had been set in motion to 
prompt and enable State Oovemments 
to tax agricultural incomes in areas of 
assured water supply, above an exem¬ 
ption limit of Rs. 15,000. if not less, it 
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would have helpecj^the achievement of 
the crucial objective of imparting a 
ji^surc of equity to our income taxa¬ 
tion and would have made our taxa¬ 
tion incnttie-elastic^ resiionsive to 
movements tn national income, ft 
may be stated that taxation of the 
prosperous pockets in the rural areas 
would have had to a certain extent, a 
distinct disinflationary effect on the 
price spinal by siphonintga part of the 
(excess) money in circulation into 
Government coffers. 

•Working of your company: 

Let us now turn our attention to the 
operations of the Company during 
1970 and the first five months of 1971. 
It must be extremely heartening to all 
of you to learn that the second com¬ 
plete year of integrated operations of 
your Plant resulted in satisfactory 
financial results, fndeed 1970 was a year 
of solid achievement for your Com¬ 
pany. We produced more ingot tonnes 
during the yjsar under review — we 
rolled and finished larger quantities of 
bars and our net sales increased by 
nearly 67% as compared to the pre¬ 
ceding year. So far as production 
was concerned, your Plant was capable 
of achieving higher levels of output in 
terms of Ingots as well as Rolled 
Steel but for constraints like non¬ 
availability of certain critical raw 
materials and consiunable stores. 

OUTLOOK: 

As mentioned in the Directors’ Re¬ 
port, the Company has finalised the 
financial plan for the Balancing Equip¬ 
ment and it is in the process of releasing 
the orders for plant and equipment re¬ 
quired to produce 24,000 tonnes of 
Finished Steel on an integrated and 
sustained basis. The fact that in 1970 
we had produced more than 26,000 
tonnes should not make us oblivious 
to the necessity of forging ahead with 
the Balancing Scheme inasmuch as last 
year We re-rolled about 1,500 tonnes 
of Blooms into finished products in 
order to augment production. 

1 am happy to advise you that in 
furtherence of our plans to expand the 
capacity of your Plant and to achieve 
maximum economies of scale your 
Company has been able to submit a 
comprehensive plan to the Oovemment 
for enlargment of the productive capa¬ 
city upto 60,000 tonnes of finished Tool, 
Alloy and Special Steels per annum. 

I am also happy to advise you that our 
application is being sympathetically 
considered by the Government in the 
context of the Widening gap between 
demand and |>roductjon of Alloy and 
Special Steels in the country and we ex- 

to receive a favourable decision 
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shortly. In planning the expanded ca¬ 
pacity of our Plant we shall strive to 
achieve maximum diversification of the 
end-prodwts consistent with a favour¬ 
able capital-output ratio. 

Sales during the first five months of 
the current year continue to be satis¬ 
factory and the grosssaleshave amoun¬ 
ted to Rs. 429 lacs as against Rs. 283 
^^^^during the corresponding period in 

Your Company’s present position 
and its outlook for the future, 1 believe, 
is fairly promising —promising in 
l^ople, technological ability, prc^uct 
line and in dedication. However, the 
strength built up over the past few years 
will not, by itself enble us to meet the 
growth goals we have set for ourselves 
in the coming years. For this, we have 
to constantly strive to expand our 
operations and diversify our product- 
mix so that the goals arc met or 
even exceeded. 

PERSPECTIVE planning : 

The observations about our sales 
and the outlook for our Company 
prompts me to discuss Mefly the de¬ 
velopments and trends in our own in¬ 
dustry and share some thoughts on per¬ 
spective planning. Planning today is a 
universaHy accepted exercise for one 
and all. It involves looking as far ahead 
as the data on our hands and our vision 
permit. In the life of a corporation 
this means a close study of all the fac¬ 
tors that shape its progress and in¬ 
fluence it decisively. There are several 
such factors and one such all-impor¬ 
tant factor, external to the organisation 
that could provide the guidelines for 
future growth is the assessment of the 
potential market. I attach over-riding 
importance to a sincere, honest and 
realistic attempt to size up the approxi¬ 
mate if not the exact requirements of a 
given product for a given year in the 
planning and creation of manufactur¬ 
ing capacity. 

Your Company is vitally interested 
in making projections of its own growth 
with the help of macro-projections of 
the demand for Mild, Alloy and Special 
Steels released by various Ck>vernment 
and semi-Govemment agencies. During 
the last decade there have been .^^eve- 
ral such macro-projections and I have 
had occasion in my earlier Statements 
to refer to these. The latest estimates 
of demand for Steel have come 
from NCAER. Most of the studies 
work out the potential demand with 
the help of the end-use method which 
is a simple but down to earth technique 
to assess the short term as wdl as long 
term demwd in developing countries. 
The recent estimates of NCAER also 
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utilise the same method. But I hay* 
always felt that on account of the lack 
of a clear perspective, both forward as 
well as backward, these projections have 
suffered from certain limitations and 
sh<Mcomings. One particular fact that 
strikes me is that the latest macpo-pro- 
jections have not paid adequate atten¬ 
tion to the question of backward pers¬ 
pective by which T mean that the wrong 
assumptions, paradoxes and other fac¬ 
tors which have vitiated the earlier 
demand studies have not been listed 
nor have any lessons been drawn from 
the previous exercises. ^ 

In the latest study of the demand 
for Steel, the NCAER has taken full 
account of (a) all the major steel-con¬ 
suming sectors (b) requirements of such 
consumers (c) increase in demand due 
to export of Steel (d) Steel content of 
machinery and engineering goods to 1^ 
exported (e) possible reduction in de¬ 
mand due to substitution of Steel by 
items such as plastics, asbestos, ce¬ 
ment, alum.inium etc. in such products 
as motor cars, railway rolling slock, 
ship-building, pipes and tubes (f) price 
elasticity of steel dem.and and (g) Steel 
content of imported products and so 
on. 

The main assumption underlying the 
end-use method is firstly that the targets 
for various industries obtained l^rom 
research organisations like the Planning 
Commission or those of NCAER itself, 
would be achieved. Experience tells us 
that this has not always been a correct 
assumption and plan targets for even 
the major steel-consuming sectors get 
elasticized. Also in several industries 
there have been shortfalls in respect of 
the attainment of targets. As you can 
see for yourselves, such shortfalls may 
result in over-estimation of the re¬ 
quirements. Conversely, where tar¬ 
gets are exceeded. Which is not often the 
case, the forecast of requirements for 
a particular industry turn out to be 
under-estimates. 

Secondly, the success of the end-use 
method is largely conditioned by the 
accuracy of the norms that relate the 
Steel Industry to the Steel consuming 
industry by indicating the input co¬ 
efficient. Such norm.s arc known to 
change with technological progress and 
innovations and there have be<m several 
occasions in the past when estimates 
have gone haywire on account of un¬ 
realistic norms having been adopted. 
For instance, the norms employed by 
the Perspective Planning Division 
in its 1965 estimate of the rc- 
quirem.ents of Alloy and Special Steels 
have been replaced by the NCAER 
which has employed its own norms for 
various industries. The end-use m.ethod 
thus as$um.es that the impact of tech- 
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i'i(>logical changes would be miAimal* if 
not nil on the norms of consunjption 
of Steel. Naturally to obtain "mare 
accurate figures at the end of such an 
exercise, the final estimates arc ad¬ 
justed upwards to provide for such 
findings of changes in various consum¬ 
ing sectors- In order to make the 
macro-projections meaningful for the 
producers to plan and expand their 
capacity, it is essential that norms arc 
kept under review and at the end 
of every year or so the Associations of 
Consumers and Producers should get- 
together and see that any significant 
changes in the norms arc reflected in 
the dem.and figures and necessary ad¬ 
justments arid or corrections arc made 
on the overall demand projections. By 
such an exercise, the year to year pro¬ 
jection of demand would be rendered 
more realistic and would provide a 
workable basis to determine the gap 
between demand and availability. 

ESTIMATES OF DEMAND FOR 
ALLOY AND SPECIAL STEELS: 

With these considerations regarding 
the merits and demerits of the end-use 
technique in mind, let us consider the 
recent studies in demand estimates with 
special reference to the products of our 
own industry viz. Alloy and Special 
Steels. There have been as many esti¬ 
mates of demand for AJloy and Special 
Steels as there are for other Steels also. 
As against about .^00,000 tonnes for 
1973-74 and 430,000 tonnes for 1978- 
79, cstim-ated by the Steering Group of 
the Steel Ministry in 1968 and incor¬ 
porated in the Fourth Five Year Plan 
docum^ent, the latest study of the 
Council provides for 434,000 tonnes 
for 1975 and 817,000 tonnes for 1980. 

The estimates of the Steering Com¬ 
mittee as revised by the Technical 
Wing of the Steel Ministry have now 
become available. Accordingly the 
demand for Alloy and Special Steels 
has been revised upwards from 300,000 
tonnes to 400,000 tonnes for 1973-74 
and from 430,000 tonnes to 590,000 
tonnes for 1978-79. What is of interest 
to your Company as a producer of 
Alloy Constructional Steel in these va¬ 
rying estimates is that for 1973-74 the 
estimates of both the Technical Wing 
and the NCAER arrive at almost the 
same figure, but fora dilTercnce of only 
about 2,000 tonnes. The marginal di¬ 
vergence however, turns out to be siz¬ 
able in the estimates for the end ol' the 
Seventies. As against the Technical 
Wing's estimate of 178,700 tonnes for 
1978-79. the Council places the demand 
for A.lloy Constructional Steel at 23,906 
tonnes for 1980, 

It is now accepted that the assess¬ 


ment of the Technical Wing has 
been rather conservative and that the 
CounciPs studies despite certain Jimi-' 
tations, are more realistic. A message 
that emerges loud and clear from these 
Studies is that even after the schemes for 
expansion or setting up of new units on 
green sites which are now under consi¬ 
deration are successfully implemented 
by the end of the decade, there would 
still be a gap, probably substantial ra¬ 
ther than marginal between require¬ 
ments and actual production. 

All said and done, the numerous 
estimates referred to above need to be 
further processed and worked upon for 
purposes of drawing meaningful conclu¬ 
sions that guide us in deciding about 
future investments in the creation of 
new AJloy Steel capacity and in deter¬ 
mining the ideal product-mix for your 
or other plants. The breakdown of 
such broad aggregates into categories, 
grade, shapes, surface finish i.e. black 
or bright etc. is a pre-condition for 
.successful corporate planning. Quite 
a few snap judgements, 1 am afraid, 
have already been made based on broad 
aggregate demand resulting in duplica¬ 
tion oFcapacity of the same size ranges. 
And circumstances may force us to 
amend them, if not reverse such deci¬ 
sions. In this context 1 would emphasise 
t hat before a final sanction is issued for 
creation of fresh capacity, adequate 
thought is given to the point whether 
such fresh capacity should come about 
through new units on green sites or 
through expansion of existing units 
or both. Three considerations weigh 
very heavily in favour of the second 
proposition. Expansion would firstly 
help creation of new capacity faster; 
it Would involve lower capital invest¬ 
ment ; and finally what is important, it 
would help the existing units to achieve 
economies of scale. 


demand estimates and 

MLSCerS GROWTH; 

The necessity of a precise assessment 
of the demand for Alloy Steel acquires 
special significance for MUSCO in view 
of the fact that, as indicated in the Di¬ 
rectors* Report, so far the inflow of 
orders for our products for the current 
year has not been upto our expecta¬ 
tions. In their anxiety to mitigate the 
steel shortage in the country, the Gov¬ 
ernment liberalised the import policy 
and in the process large licences had 
also been issued for Tool, Alloy and 
Special Steels. With the liberalisation 
of imports coupled with jthe fact that 
recessionary trends continued to pre¬ 
vail in the oJTtakc of Diesel Engines, 
Machine Tools, Spring Steels, Railway 
Wagons etc. the inflow of orders drop¬ 
ped considerably with the result that 


planning of economic rolling tonnages 
for different size ranges posed conside¬ 
rable problems to the producers. Pur¬ 
suant to therepresentations made to the 
Government in this respect, 1 am hawy 
to say that Import Licensing Policy 
has been reoriented, aiming at imports 
of only such of those categories and 
types of steels as are not available in 
adequate quantities in the country. 

The impact of recent restrictions on 
imports will not be fully felt until 
the end of this year. At the moment, 
however, the order inflow appears to 
be looking up and it is hoped this 
trend will grow more distinct. 

Taking the long range aspect into 
account, it may be stated that the 
growth potentials of the Automobile 
Industry which accounts for a large 
part of the offtake of our products have 
not been fully realised owing to various 
reasons. Automobile production, in¬ 
clusive of Jeeps, Cars and Commercial 
Vehicles put together in about half a 
dozen plants, does not exceed 90,000. 
This is a highly anomalous situation 
insofar as it is an accepted fact that 
there must be a minimum production 
of at least 50,000 units per plant if the 
economies of scale have to be realis¬ 
ed. It should therefore, be hoped that 
the Government will come to certain 
positive conclusions about the small 
car project without further delay as 
this has kept a number of related con¬ 
siderations in suspense. The slow 
growth of the transport sector in gene¬ 
ral and the automobile industry in parti¬ 
cular docs not bode well for our in¬ 
dustry and the bell tolls for quickening 
the rate of growth. In this context 
the recent reports about the likely 
establishment of a private sector small 
car plant with a capacity of about 
50,000 cars per annum and the licens¬ 
ing of additional capacity for manu¬ 
facture of commercial vehicles are 
doubly welcome. 

MINI STEEL PLANTS: 

In my Statement last year ] had occa¬ 
sion to refer to the fact that the estab¬ 
lishment of Electric Arc Furnaces with 
continuous casting facilities has re¬ 
ceived the imprimatur of essentiality 
from the Government. There after a 
lively interest has come to be evinced 
in this matter. In fact even the Minister 
of Foreign Trade also has been credited 
with suggesting the setting up of Mini 
Steel Plants either on a captive basis to 
cater to the needs of particular en¬ 
gineering industries or on a decentra¬ 
lised basis, so that^export production 
is not hampered due to steel shortage. 
The capacity of each mini steel plant 
has be<m placed at about 50,000 tonnes 
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of billets o year using the concast pro- 
cess. They may *have either sponge 
iron or sc|ap pr pre-reduced pellets as 
the feed stock. Recently the Minister 
for Steel made it known that six mini 
steel plants had been licensed, four in 
the private sector, one in the joint 
sector and yet another in the public 
sector. And six more sim.ilar projects 
may get final sanction by 1974.* All in 
all, the dozen or so new mini plants 
would augment the country's steel 
capacity by 600,000 tonnes by the 
beginning of the Fifth Plan. 

ft 

Although a decision to permit estab¬ 
lishment of m.ini steel plant is a step 
in the right direction, 1 think that be¬ 
fore new projects are sanctioned the 
pros and cons of producing the mild 
steel and special steel in these plants 
with particular reference to the produc¬ 
tion cost aspect should be thoroughly 
looked into so that they can meet 
squarely the competition from the in¬ 
tegrated steel plants. 

In the’final analysis, it is high tim.e 
that a master perspective plan for the 
sne^y expansion of Steel capacity in 
the country is drawn up and Govern¬ 
ment and Industry jointly and single- 
mindedly work for the crystalisation 
of such plans. This exercise has to be 
preceded by clearer thinking about the 
future needs. Fortunately, there is not 
much of a dispute in regard to the rapid 
development of the Steel Industry. 
The Prime Minister herself has acknow¬ 
ledged the fact that “the capacity for 
Steel making would have to be doubled 
every 10 years". In Japan the crude 
steel output itself is being doubled cv(^ry 
4/5 years from 7.6 million tonn^ in 
1953 to 10 million tonnes in 1956, to 
23 million tonnes in 1960. 41.3 million 
tonnes in 1965 and 82.2 million tonnes 
in 1969. This year it may cross the 100 
million tonne mark. 

Earlier there has been a reference to 
the need for forward and backward 
perspective in Steel planning. Steel 
planning in our country is now about 
15 to 20 years old and the country has 
had considerable experience. Such 
experience is most invaluable at a time 
when the country is likely to be short 
of Steel during the entire decade of the 
Seventies. The time is now opportune 
for the numerous plans and estimates 
tb be placed side by side, compared and 
our experience in this field consolidated 
so that the future exercises arc spared of 
any past mistakes. 

FEEDEpt INDUSTRIES: 

A corporate or industrywise pers¬ 
pective plan considers not only the 
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market pontenlial for a product but 
also the derivative demand for essential 
inputs to be supplied by the feeder and 
ancillary industries, Only such an assess¬ 
ment of the requirements and availa¬ 
bility of raw materials would give mean¬ 
ing and content to the perspective plan. 
For instance one cannot plan the growth 
of Electric Furnace without a careful 
and painstaking study of the supplies 
of raw materials that would be forth¬ 
coming from the feeder industries. 
The appreciable growth of the Elect¬ 
ric Furnace Industry cannot be main¬ 
tained ^en in the future unless supplies 
of the inputs match the growing needs. 
As of now, it is estimated that there 
are about 170 Electric Arc Furnaces 
with a hot metal capacity of about 2.05 
million tonnes. Capacity utilisation 
has beep estimated at about 70%. This 
is likely to improve by another 10% 
in the current year. The installation of 
Steel Furnaces could grow at a more 
vigorous rate but for the constraints in 
the form of raw material shortages. 
They are not unique to our industry 
but happen to be almost world-wide 
phenomena though there could be 
differences from country to country in 
regard to the magnitude of such short¬ 
ages. Attention must therefore be paid 
to the feeder industries as also to their 
growth. These problems and constraints 
in regard to ferrous scrap, graphite 
electrodes, refractories, hickel, ferro¬ 
alloys etc. are not an easy matter to 
come to grips with. They make the task 
of planning the future growth of fur¬ 
naces rather difficult. 


POWER TARIFF: 

In these columns, during the earlier 
years 1 have been urging the Govern¬ 
ment of Maharashtra to re-structure 
the power tariff in the State in a way 
which will give certain tangible benefits 
to power intensive industries. Electric 
power is one of the basic inputs for 
producing Steel in Electric Furnaces. 
It is therefore necessary to revise the 
power tariff applicable to metallurgi¬ 
cal industries in particular, with a view 
to giving a com.petitive edge to steel 
produced within the State. With the 
same objective. States like Haryana, 
Kerala, M.P., Mysore, Punjab and 
Rajasthan offer different kinds of con¬ 
cessions or rebates to electro-chemical 
and electro-metallurgical industries. 
It should be hoped that the Committee 
appointed by the Government of Ma- 
rashtra headed by the Industries Com¬ 
missioner to enquire into this question 
would keep these facts in mind in as 
m.uch as power costs will largely deter¬ 
mine the growth prospects of metallu¬ 
rgical industry in Maharashtra. The 
State should aspire to have atleast 25% 
of the liquid metal capacity and this 
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can only be achieved if the diaincentive 
in'the form of a hifh power tariff is 
removed. 

IMPORT CANALISATION: 

• 

A passing reference is also called for 
in regard to the canalisation of import 
of essential raw materials of our in¬ 
dustry and its possible impact. Accord¬ 
ing to the latest im.port policy, imports 
of graphite electrodes have bm cana¬ 
lised through the STC, refractories and 
refractory materials through MMTC/ 
HSL, ferro molybdenunf^ ferro*'tungs- 
ten, ferro-vanadiiim and ferro-silicon, 
stainless steel sheets, plates and strips, 
heavy melting scrap, sponge iron and 
nickel through the MMTC. It is pro¬ 
vided that the import control authority 
would issue the necessary release 
orders to bulk importers. 

I have had occasion to refer in the 
past to the increased faith the Govern¬ 
ment has been putting in State Trading. 
Ever since they were set up. State Trad¬ 
ing agencies have not fared well in 
their effort to im.port in bulk several 
ilems including sulphur, rock phosph* 
ate, chemicals, copra, betelnuts, soya¬ 
bean oil etc. It is doubtful, looking at 
their past record, whether such agencies 
would literally deliver the goods of the 
right quality, at the right time and at 
the right price. There are enormous 
complexities attending upon such busi¬ 
ness especially in relation to the hund¬ 
reds of specifications regarding quality, 
sizes, delivery periods, sources of supply 
and in short the dynam.ics of the world 
market. It should, therefore, be hoped 
that the normal production and growth 
of the Alloy Steel Industry is not jeo¬ 
pardised on account of the inconveni¬ 
ences that m.ay be caused in the supply 
of indipensable raw materials. 

CORDIAL REIATIONS: 

Your Com.pany has been able to 
maintain the most cordial and happy 
relations with its employees in the Plant 
as well as Head Office during the year 
under review and 1 would like (o re¬ 
cord my sincere appreciation of the 
hard and conscientious work put in by 
the employees. I would also like to 
express my gratitude to the colleagues 
on the Board whose wise counsel and 
advice has largely helped me to dis¬ 
charge my responsibilities. We continue 
to receive valuable technical assistance 
and cooperation from our Collabora¬ 
tors and Partners, Uginc Kuhfmann. 

Note: This docs not purport to be 
the record of the proceedings of the 
eighth annual general m.ecting of the 
company. 



eastern economist 


4186 

r 

RECORDS AND STATISTICS 

Estimates oT National Income 


The provisional estimate of national 
income at 1960-61 prices for the year 
1969-70 shows nn increase of 5.3 per 
cent over the previous year against a 
rise of 2.4 per cent in 1968-69 over 
1967-68. The net output fromawicul- 
ture in 1969-70 registered a rise 5^. 1 per 
cent over the preceding year. The 
corrcq>ondin|[( increase in manufactur¬ 
ing sector (including large and small 
acale manufacturing) was 4.9 per cent. 
Per capita income increased by 2.9 per 
cent in 1969-70 as against a small rise 
of 0.2 per cent in 1968-69. The esti¬ 
mates of national and per capita in¬ 
come for the years 1960-61 to 1969-70 
at current prices and 1960-61 prices as 
well as percentage increase in these 
estimates over the previous year at 
19^-61 prices arc given in Table I. 

The variations in the rates of growth 
of the national income as well as per 
capita income as shown in Table ] are 
mainly due to fluctuations in the out. 
put from agriculture. 

A study of the estimates of Net Do- 


mesix Product (NDP) at 1960-61 prices 
by industries for the years 1960-61 to 
1969-70 throws light on changes in the 
industrial structure of the Indian econo¬ 
my during the decade. Table II gives 
the percentage composition of NDP by 
broad industrial sectors namely, pri. 
mary, secondary and tertiary. 

The primary sector comprising agri¬ 
culture, forestry, fishing and mining 
accounted for nearly 52 per 
cent of the NDP in 1960-61. 
The percentage declined to 45 
in 1969-70. The secondary sector 
covering manufacturing, construction, 
electricity, gas and water supply contri¬ 
buted 19 per cent of the NDP in 1960- 
61. The contribution rose to 22 per 
cent in 1969-70 . The tertiary sector 
consisting of the rest of the industries 
Was responsible for 29 per cent of the 
NDP in 1960-61. The share of this 
sector increased to 33 per cent in 
1969-70. The pace of change in the 
structure has been slow, but the trend 
has been sustained over the decade. 


Table 1 

NATIONAL INCOME 



At current prices 

At 1960-61 prices 

Percentage increase 
over the previous 
year in National In¬ 
come (at 1960-61 
prices) 

Total per capita 

Total 

(Rs crores) 

Per 

capita 

(Rs) 

Total 

(Rs crores) 

Per 

capita 

(Rs) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

1960-61 

13294 

306.3 

13294 

306.3 



1961-62 

140S0 

316.4 

13763 

310.0 

3.5 

1.2 

1962-63 

14873 

327.6 

14045 

309.4 

2.0 

—0.2 

1963-64 

17094 

368.4 

14845 

319.9 

5.7 

3.4 

1964-65 

20061 

423.2 

15917 

335.8 

7.2 

5.0 

1965-66 

20621 

426.1 

15021 

310.4 

—5.6 

—7.6 

1966-67+ 

23930 

482.9 

15243 

307.9 

1.5 

—0.8 

1967-68+ 

28374 

560.8 

16660 

329.2 

9.3 

6.9 

1968-69+ 

28678 

554.7 

17057 

329.9 

2.4 

0.2 

1969-70+ 

31174 

589.3 

17955 

339.4 

5.3 

2.9 


-f-Provisional 


Jimg 18, 197t 

It may be added, however, that ttoiigh 
the percentace shore oT the primary 
sector declined during the jdeende, in 
ateolute terms, the NDP of the primary 
sector increased by 17.2 per cent fiom 
Rs 6965 crores to Rs SIm crotes. 

Consolidated accounts of the nation 
persented for the first time in the last 
White Paper on national product co- 

« 

Table II 

COMPOSITION OF NET DOMES¬ 
TIC PRODUCT BY BROAD SEC^ 
TORS (PERCENTAGES) 

(At 1960^61 prices) 


Ttear 

Primary 

Secon- 

Ten- 


dary 

tiary 

(1) 

(2) 

(3) 

(4) 

1960-61 

52.1 

19.0 

28.9 

1961-62 

50.8 

19.7 

29.5 

1962-63 

48.5 

20.7 

30.8 

1963-64 

47.4 

21.^ 

31.2 

1964-65 

47.9 

21.3 

30'. 8 

1965-66 

43.9 

22.5 

33.6 

1966-67H 

h 43.2 

22.5 

34.3 

1967-68- 

46.1 

21.4 

32.5 

1.968-69- 

45.1 

21.6 

33.3 

1969-70- 

45.0 

21.6 

33.4 


-l-Provisional 


vered the period 1960-61 to 1965-66. 
The accounts have now been extended 
to two more years and reveal some 
interesting trends. National saving at 
current prices for the years 1965-66 
1966-67 and 1967-68 worked out to 
Rs 2477 crores, Rs 2359 crores and 
Rs 2437 crores respectively. Saving 
as a percentage of national income 
at market prices estimated at 8.6 
in 1960-61 touched the peak in 

1965- 66 at 10.9. During the next 
two years the rate of saving declined. 
It went down to 9.0 per cent in 

1966- 67 and 7.9 per cent in 1967-68. 
The same trend is indicated in the rate 
of net domestic capital formation 
at current prices which increased 
from 12.1 per cent in 1960-61 to 13.5 
per cent in 1965-66 but declined to 
12.3 per cent inl966-67 and to 10.7 per 
cent in 1967-68. The gap between sav¬ 
ing and investment has been bridged 
by net capital inflow from abroad which 
increased from Rs 588 crores in 
1965-66 to Rs 846 crores in 1966-67 
and Rs 858 crores in 1967-68. 


Selected tables relating to national 
product at factor cost and NDP at 
factor cost by industry of origin at 
current and 1960-61 prices follow 
on pages 1187 and 1188. 
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Table HI 

NATIONAL PROmJCT AT FACTOR COST (Rs crorc:.*) 


IteiB 

1D6D-61 

1961-62 

1962-63 

1963-64 

1964-65 1965-66 1966-67+ 

1967-68+ 1968-69+ 1969-70+ 

Net Natitmal l^oduct 

At cunBit prices 

13294 

, 14050 

14«73 

17094 

20061 

20621 

23903 

28374 

28678 

a 

31174 

At 19S0>61 prices per capi¬ 
ta net national product 
(RS) 

13294 

13763 

14043 

14845 

15917 

15021 

15243 

16660 

17057 

17955 

Atcunrcnt prices 

306.3 

316.4 

327.6 

368.4 

423.1 

426.1 

482.9 

560.8 

554.7 

589.3 

At 1960-61 prices index 
number of net national 
product 

306.3 

310.0 

309.4 

319.9 

335.8 

310 4 

307 9 

329.4 

329.9 ^ 

339.4 

At current prices 

lOO.O 

105.7 

III .9 

128.6 

150.9 

155.1 

179.8 

213.4 

215.7 

234.5 

At 1960-61 prices index 
number of per capita 
net national product 

100.0 

103.5 

105.6 

111.7 

119.7 

113 0 

114,7 

125 3 

128.3 

135.1 

At current prices 

100.0 

103,3 

107.0 

120.3 

138.2 

139.1 

157-7 

183.1 

181.1 

192.4 

At 1960-61 prices gross 
national product (Rs 
crores*) 

100.0 

" 101.2 

lOI.O 

104 4 

109.6 

101.3 

100 5 

107 5 

107.7 

no 8 

At current prices 

14029 

14860 

15803 

18088 

21176 

21839 

25285 

29889 

30329 

33019 

At 1960-61 prices index 
number of gross na¬ 
tional product 

14029 

14547 

14930 

15758 

16900 

16023 

16307 

17777 

18225 

19173 

At current prices 

100.0 

105.9 

112.6 

128 9 

150 9 

155.7 

180 2 

213 4 

216 2 

2.15.4 

At 1960-61 prices 

100.0 

103.7 

106.4 

112.3 

120.5 

114.2 

116 2 

126.7 

129 9 

136 7 

Estimated population (mil¬ 
lion) 

434 

444 

454 

464 

474 

484 

495 

506 

517 

529 


*CrDresslO million ^-Provisional 

Tabll JV 

net domestic PRODUCT AT FACTOR COST BY INDUSTRY OF ORIGIN 

(At current prices) (Rs crotes*) 


Industry 

1960-61 

1961-62 

1962-63 

1963-64 

1964-65 1965-66 1966-67+ 

1967-68+ 1968-69+ 1969-70.+. 

Agriculture 

6570 

6771 

6905 

8015 

9846 

9523 

114,91 

14569 

13859 

14905 

Forestry and logging 

174 

198 

206 

247 

260 

298 

383 

417 

4709 

5l3 

Fishing 

77 

86 

86 

95 

108 

124 

137 

154 

173 

196 

Sub-total 

6821 

7055 

7197 

8357 

10214 

9945 

12011 

15140 

14502 

15614 

Mining and quarrying 

144 

149 

178 

204 

204 

234 

252 

290 

316 

339 

Manufacturing: registered 
sector 

1071 

1176 

1298 

1518 

1686 

1839 

1970 

2041 

2192 

2483 

Manufacturing: unregistered 
sector 

785 

864 

924 

1082 

1182 

1225 

1325 

1460 

1556 

1694 

Construction 

620 

653 

701 

792 

894 

942 

1072 

1265 

1289 

1485 

Electricity, gas and water 
supply 

68 

77 

87 

109 

128 

144 

177 

200 

243 

266 

Sub-total 

2688 

2919 

3206 

3705 

4094 

4384 

4796 

5256 

5596 

6267 

Transport A communication 

569 

640 

719 

787 

.856 

930 

1034 

1134 

1313 

1433 

Railways 

252 

281 

313 

353 

360 

400 

426 

421 

470 

497 

Communication 

63 

72 

80 

91 

100 

113 

132 

147 

174 

196 

Transport by other means; 

254 

287 

326 

343 

396 

417 

476 

566 

669 

740 

Trade, storage, hoteb and 
restaurants 

1301 

1389 

1194 

1705 

2069 

2235 

2663 

3067 

3132 

3361 

Sub-total 

1870 

2029 

2213 

2492 

2925 

3165 

3697 

4201 

4445 

4794 

Banking and insurance 

158 

183 

224 

249 

288 

341 

362 

416 

459 

504 

Real estate and owner¬ 
ship of dwellings 

386 

403 

447 

528 

562 

596 

638 

659 

700 

729 

Public administration and 
defence 

538 

593 

668 

778 

890 

989 

1099 

1247 

1393 

1502 

Other services 

905 

yoo 

1026 

1099 

1236 

1366 

1533 

1714 

1841 

2022 

Sub-total 

1987 

2145 

2365 

2654 

2976 

3292 

3632 

4036 

4393 

4757 

Totttl; Net Domestic 
Product 

13366 

14148 

14981 


2D2Q9 

20786 

24136 

28633 

28936 

31432 


eCronr<»10 milUon +Provi8i<mal. 
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Table V 

NET domestic product AT lACTOR COST BY INDUSTRY OF ORICON 

(At 1960-61 prices) tfis erom*) 


Industry ] 

* 

1960-61 

1961-62 


1963-64 

1964-65 

1965-66 1966-67+ 

1967-68+ 1968-69+1969-70+ 

Agriculture 

*6570 

6617 

6439 

6606 

7224 

6145 

6094 

7193 

7165 

7539 

Forestry dnd logging 

174 

184 

187 

205 

202 

226 

252 

259 

275 

281 

Fishing 

77 

80 

76 

83 

91 

93 

95 

94 

104 

• 105 

Sub-total 

6821 

6881 

6702 

6894 

7515 

6464 

6441 

7546 

7544 

7925 

Mining and quarrying 
Manufacturing registered 
sector 

144 

152 

172 

189 

180 

205 

212 

221 

227 

241 

1071 

1178 

1291 

1421 

1543 

1572 

1579 

1593 

1664 

1763 

Manufuctiamg: unregistered 
sector 

785 

849 

886 

949 

1007 

990 

1005 

1051 

1092 

1129 

Construction 

620 

627 

661 

727 

745 

714 

739 

811 

786 

839 

Electricity, gas and water 
supply 

68 

79 

88 

107 

118 

131 

140 

152 

171 

187 

Sub-total 

2688 

2885 

1098 

3393 

3593 

3612 

3675 

3828 

3940 

4159 

Transpon and communi¬ 
cation 

569 

614 

659 

709 

737 

779 

803 

843 

889 

941 

Railways 

252 

270 

287 

311 

314 

340 

346 

347 

366 

385 

Communication 

6*^ 

69 

76 

85 

88 

96 

102 

109 

113 

118 

Transi^rt by other means 

254 

275 

296 

311 

335 

343 

355 

387 

410 

■438 

Trade, storage, hotels and 
restaurants 

noi 

1387 

1457 

1572 

1679 

1684 

1730 

1788 

1851 

1942 

Sub-Total 

1870 

200) 

2116 

2281 

2416 

2463 

2533 

2631 

274Q 

2883 

Banking and insurance 

158 

179 

192 

206 

210 

218 

218 

222 

249 

272 

Real estate and ownership 
of dwellings 

386 

395 

412 

437 

443 

458 

477 

487 

496 

512 

Public administration and 
delenoe 

5^s 

579 

654 

729 

820 

857 

905 

944 

1039 

1116 

Other 'services 

90> 

939 

981 

1018 

1062 

1101 

1143 

1184 

1225 

1265 

Sulvtolal 

1987 

2092 

2239 

2390 

2535 

2634 

2743 

2837 

3009 

3165 

Total Net Domestic 











Product 

13166 

13859 

14155 

14958 

16061 

15173 

15392 

16842 

17233 

18132 


•Cl**'® II* million -{-Provisional 
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> Th« Finance Minister's views on incentives happen to be the same as the 
Prinie Mli^ater's. This, of course, need not surprise us and if such exceiient simliaiity^ 
of diihking promotes a 'happy famiiy atmosphere' in the government the country witr 
no doubt benefit in one way or the other. Aii the same it may be a matter of concern 
to some* of^us that the economic future of this country should be so much at the 
mercy of certain politicians who do not seem to have either the inclination or the mental 
equipment to think seriously about the realities of economic growth. 
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We love 
ail 

businessmen! 


Anywh«rt In Ih* world that business might find 
you you II find a Pan Am office ready to help 
We fly to 122 cifloa. 82 lands And any one of 
these offices can make a tremendous difference 
In helping your business go better We II plan 
your entire itinerary before you leave And help 
you with information about the Lountnco you 
plan to visit For example wc will tell you what 
UBia banka close » Bangkok 


And all along your businaaa tour we'll help aet 
up conferences, book hotels, arrange guided 
tours, cars audio visual equipment multilingual 
secretaries, the works We will ev«)n undertake 
to introduce you to new business 
prospects Talk to your Pan Am 
Travel Agent or call ua After all 
our only reason for flying la YOU 


r 

Ik I 


World's most experienced airline 
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MEETING THE MINISTERS 


For TII& last few years the Press Information Bureau of the Government of Jiulu 
has been invitin|s economic journalists from New Delhi and other ^rts of the 
country to a senes of discussions with central ministers and their officials in the 
capital. Held within a few weeks of the presentation of the central budget, 
th^ discussions are primarily intended to provide background information on the 
government's policies or trends of thinking among its policy*makers. But they 
also serve simultaneously as an occasion for the exchange of ideas and views 
among the wticipants. This year this conference had the added merit of enabl¬ 
ing some of the new members of the Council of Ministers to go through their 
paces before a critical but not unsympathetic assembly. • 

Unfortunately it was not possible for me to attend all of these discussions. 
In fact 1 had to miss quite a few of them and 1 am therefore all the more pleased 
with the opportunity 1 had of watdiing the new Minister for Industrial D^elop- 
meat, Mr Moiniil Haque Cboudhury, perform with a reassuring formality and with 
a certain freshness wmdiwas almost boyish. Mr Choudhury» it is true, docs not 
at present know all that a Minister of Industrial Development may know about the 
problems and processes of industrialisation of this country, but I personally am 
willing to wait for him to grow up in his job. 

Mr Choudhury, undoubtedly is naive in many ways. He ventured, lor 
instance, into an avoidable elaboration of the cause of the public sector which 
was noteworthy only for its betrayal of his over-siraplihed thinking on the subject. 
This, however, was not very important and, as I had suggested earlier, Mr Chou¬ 
dhury has time to mature. What is important at this stage is the genuine enthu¬ 
siasm of the man for the industrial growth of this country. His notions of how 
this growth may or could be promoted may not bo mine, but my recollections of 
anotim minister who had earlier held the portfolio of Industrial Development 
being what they are, I cannot but fetl happy that Mr Choudhury at least does 
not think that industrial expansion is an expendable luxury for our country. On 
the contrary he declared categorically that, so far as his ministry was concerned, 
ho would attempt to ensure that the government's industrial licensing policy did 
not come in the way of the expansion existing industries orthe birth of new ones 
through which alone the problem of unemployment could bo dealt with, lie 
practically committed himself to the position that anybody who wanted an indus¬ 
trial licence could have one for the asking provided of course this 'anybody' was 
not somebody having to do with the large or larger business houses. 

Our hour-long conversation with a relaxed and readily forthcoming Prune 
Minister was chiefly concerned with the tragedy of East Bengal and its repercus¬ 
sions on the security and economy of India. She was forthright in affirming her 
conviction that they would return to their own homeland, the implication being 
that she was fully persuaded that, sooner or later, there would be a political settle- 
ment in East Bengal of a kind which would make this passible. The Prime Minister 
mentioned the strain on the financial resources of the government and she readily 
agn^ when it was suggested that the pressure on material resources such as trans¬ 
port also posed grave proUems. Currently there is a shortage of medicines and 
here there is clearly need for international assistance to be supplemented by increas- 
ed production in the domestic pharmaceutical industry. A quick move on Ihe 
part of the concerned ministry to assist manufacturers in stepping up the output 
of needed drugs and medicines therefore seems imperative. 

When the discussion touched more purely economic issues, it brought out Lhu 
disturbing fact that the Prime Minister does not believe any longer in the concept 
of incentives for investment or business enterprise. She seems to have convinced 
herself that incentives merely mean businessmen profiting at the expense of the 
government and the community alike. As the leader of a party and a government 
opposed to the rich getting richer, the Prime Minister is therefore unable to see 
any merit in criticisms levelled against some of the direct tax proposals in the 
latest central budget. 


OB Bnquiiy. 

RSamtEBDCMPmCB 

UOO BaPk BnUdioB, P. Box 34 . 
Parliamettt Stmt, New DelhM 


The Finance Minister’s views on incentives happen to be the same as the 
Prime Minister's, This, of course, need not surprise us and if such excellent simi¬ 
larity of thinking promotes a ‘happy family atmosphere' in the government, the 
country will no doubt benefit in one way or the other. All the same it may be a 
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mattet of concern to some of us that the 
economic future of this country should 
be so much at the mtrey of^^ certain 
poUticians who do not seem to have 
either the inclination or the mental 
equipment to thinh seriously about the 
realities of economic growth. TTicre 
may be a case for associating the stick 
with the carrot -there often is-~, but 
to throw away the carrot altogether 
would clearly be a foolish act. 

In the economic sphere as much 
as in the political sphere, the 
exercise of authoritarianism is bound 
to prove counter-productive. The 
delicate « dynamics of any free 
society demands that human nature 
should be respected and not attemp¬ 
ted to be thwarted. The I'lnance 
Minister seems to take pride in saying 
that he'has no faith in the proposititm 
that the lowering of the rates of taxa¬ 
tion would help to bring more revenues 
lo the government both by discouraging 
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evasion and encouraging economic acti^ 
vity in the communitv. Mr Chavan 
confesses to a holy fear of becom¬ 
ing a two-time losser—losing revenue 
through lower taxation without gaining 
revenue through reduced evasion. Accor¬ 
ding to him, it would be imprudent for 
a Finance Minister to have any deal¬ 
ings with arguments based on human 
psychology. In Mr Chavan's cynical 
world there will always be tax evasion, 
whether the premium on evasion is 
high or low, while.whatcver the pecu¬ 
niary attractions of lower rates of taxa¬ 
tion may be, no man would save more 
or work harder than he might anyhow. 
Such is the emotional or intellectual 
siufT out of which our rulers would 
weave their platform rhetoric about 
the happier days which, thanks to 
their vaunted dedication to the cause 
of the poor, allegedly lie ahead of the 
common nTan. 

—EDITOR 


Labour Trouble and Rubber Industry 


Rubbck is in glut and it would be sur¬ 
prising to be . told that bufTer stock 
operations have had to be carried out 
by the State Trading Corptmition 
(STCJ for firming up prices of natural 
rublm to the minimum level fixed by 
the government. In spite of the fact 
that under normal conditions it would 
have been still necessary to import 
stipulated quantities of natural and syn¬ 
thetic rubber for meeting a marginal 
deficit* the government's fiat on rubber 
prices has proved ineffective and the 
STC has found itself unequal to the 
task of enforcing the minimum price. 

Who exactly benefits by the difference 
between market prices which arc nearly 
Rs 80 per quintal below the minimum 
price and the latter is anybody's guess. 
For. the main consumers arc prevented 
from acquiring stocks below the mini¬ 
mum prices and what all can be done 
IS to eft'cct purchases in a way that 
belter grades of rubber are secured by 
them for the same price. The rubber 
esiaie owners are naturally worried 
itbout the accumulation of stocks and 
it was even suggested by the union 
Deputy Minister for Foreign Trade, 
Mr A.C. George, sometime back that 
there should he export /if rubber 
for earning foreign exchange and re¬ 
lieving the distress of the plantation 
industry. It is rather unfortunate that 
matters should have come to such a 
pass. No serious attention was paid 
until recently to the problems which 
were responsible for inflating the cost 
of production as it was felt that there 
would be no surplus of either synthetic 
or natural rubber in the foreseeable 
future, and high cost rubber could be 
thrust on ilic main consumers This 


kind of thinking encouraged the perio¬ 
dical adjustments in wages of workers 
and the lack of any sense of urgency in 
implementing the programme of re¬ 
plantation of existing acreage and bring¬ 
ing also new area under rubber. 

However the liberal deal given to the 
rubber industry in the past few years 
has been reflected in an impressive rise 
in the output of rubber and the re¬ 
plantation of acreage at least by the 
bigger estates. The output for 1970-71 
is expected to constitute a record at 
90,000 tonnes and there may be an 
increase by more than 10 per cent 
annually in the coming years as replan¬ 
ted areas are getting ready for tapping. 

But the business of rubber cultivation 
is not now proving to be profitable in 
spile of various incentives and the work¬ 
ing results ol many rubber companies 
published recently show that the average 
prices realised in 1970 were less than 
the minimum and quite a number of 
estates have been obliged to report 
fosses. The view is even put forward 
that many estates will not be able to 
operate on a reasonably profitable basis 
without realising the minimum prices 
and the break-even point is fairly high 
at live rupees per kg. With such a high 
level of cost it cannot be expected that 
Indian rubber can compete actively ■ 
in the international market. There will !■ 

have to be heavy subsidisation of ' _.. 

ports for over Rs 1,500 per tonntJidf!: come 

natural rubber, which would mean that ? the easier availability the 

even on cxpoiLs of J5,00p toifhbs the j, output in 1970excMdi^^emMcana- 
subsidy would amount to city of 30,000 tow*?™ 

crores, for earning foreign oKctamgcidf j c1aimedHhaetk>^iiaailHi||ilellt»gkAWp^^ 
about five crorcs of rupees,' it(xL«wiikl ' ductioi» >WO«4dy4iavo4MfmiailAi^^ but 
purpose to attempt to for the lack of demand and an accumu- 
estabiish an export trade in rubber lation of stocks. Even this recovery in 


V,y;: , 

Uirtwifk .iwtNidil^'iw »16Qg4^ 
View cannot be taloen. It would be far 
more advantageous to export tym and 
rubber )|oods after they were manufac¬ 
tured mih payment of suitable sobsidiet. 
But herein lies the mb* 

The present impasse has cbine about 
because of the troubled situation in the 
^re industry. In tl^ past three years 
it has not been possible for this major in¬ 
dustry to increase its outiBit in spite of 
the fact that many units have been execu¬ 
ting ambitious expansion schemes by 
incurring heavy capital expenditure. 
Apart from the disastrous strike for 
a prolonged period in a bijg unit which 
seriously affected production in 1969, 
there has been interruption to worUag * 
of the other units in 1970. Even now 
one factory in West Bengal is unable 
to overcome its labour problems while 
another major unit in Madras has 
suffered due to labour trouble for over 
two months. There was a drop in 
output in the Delhi region due to po- 
we** cut and go-slow tactics of labour 
with the result it is apprehended that 
there would be no net Wrease in the 
output of tyres in 1971 for the third 
year in succession. There can of course 
be a distinct improvement in availabi¬ 
lity if all the factories can operate 
smoothly in the latter half of the year. 

Many expansion schemes are expected 
to yield results in the coming months 
and it would be possible to raise outp^ 
by 10 per cent in the aggregate if t^;^ 
were no new problems. As a resu|t..of 
a big shortfall in output 
increase in the demand for 

heavy duty tyres, it is , 
that there is even a hpvy 
mi urn over the list prices iilitfme^^ 
and lyre companies havc^be^^^df 
to change their patterff'W 
and concentrate attei^^on^ 
facture of certain ^pes^wht! 
short supply. AilDtne^^iXyfr* isfdhstfy 
accounts for over 60 per cent of total 
consumption of rubbef^flttiff 
easily an 

tural rubber byMfabouJu I 0 ^,jj 9 p)ijlj^ 
if only there is a improvengi|g|^.^.m 
the labour situation in the next m 
months as / TMW 

also some other factors which have been 
responsible'fol- the^diffl6uftfeii 
ced in marketing a larger output of na¬ 
tural rubber “ 

The availabillf>^^f 

too has distincfiy^his^ovagfiigqRe past 
year. the 

counti^ functioning m uFTias over- 
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prc^d^ictfoii of robber 

vox tmt had a ikftei^g effect on 
rubber prices if the manutacturers 
mbW go^ cotithiiied to bo busy. 
However, the intratislgehce of labour 
has pleated the tUU use of available 
quantitiet of synthetic rubber. The 
. largest manufacturer of footwear has 
« been oompeiled to suspend worhing due 
to laboilr trouble while another factory 
in West Beimal engaged in the produc¬ 
tion of rubber hoses, tubing and 
belting has remained chwd for several 
months for the same reason. 

There is also another significant de¬ 
velopment of far-reaching consequence. 
The use of rubber in footwear and other 
rubber goods is now bring dispensed 
with wherever possible as its substitution 
by plastic compounds is considered 
more profitable. In fact, a large-sized 
factory for the manufacture of PVC 
shoes has come up in Maharashtra 
« while many existing units are already 
using polyvinyl chloride for complete 
chappals, and for other purposes vdiere 
rubb^ was being used before. Foam 
products top are now based on plastic 
compounds*and they are becoming in¬ 
creasingly popular. 

The government has even thought 
it worthwhile to levy a higher excise 
duty on this range of products 
in the latest budget. This is certainly 
a desirable development from the 
point of view of the balance of 
payments position as otherwise 
it would have been necessary to 
permit imports, albeit in restricted 
quantities, involving expenditure in 
foreign exchange. The use of polyvinyl 
chloride and other plastic materials 
will probably become more extensive in 
the coming years and it may be neces¬ 
sary to revise our estimates of consump¬ 
tion of synthetic and natural rubber in 
the iimheoiate^Yuture. 

A gloomy view should not however 
be taken of the prospects for the rubber 
industry. The prosent situation has been 
brought about entirely by labour 
trouble. Under normal conditions it 
can be safely estimated that there will 
be demand for synthetic and natural 
rubber to the extent of 150,000 tonnes 
annually. Even if there is an increase 
in the yield of natural rubber to 100.000 
tonnes in 1971-72 and if fhc synthetic 
rubber plant can step up its output to 
36,000 tonnes, which is not an impossi¬ 
bility, thtat will be no glut even after 
taking into acdount the availability of 
10,000 tonnes of reclaimed rubber. 
There will of course be no need for 
imports of rubber, except for small 
ouantities of special grades of the syn¬ 
thetic ptodiict for some time. Indeed 
if there can be a steady increase in the 
production of natural rubber by over 
10 pet cent anDtuuHyr end the capacity 




of the mthetic rgbber piMuKt can he Oidy, it should be remembered that the 
expanded bv 25 per the ins- present phenomenon of glut when there 

tallatton of belancin^ eqmpment, bn* should be a marginal deficit in rubber 
ports of rubber can be successfully availability is due to an unfortunate 
avoided. New plans fbr increasing bunching of labour strikes in several 
rubber production in the desirqd varie- establishments and once these abnor- 
ties will of course have to be formulated malities disappear, there will be a 
in the light of the new developments. . revival in demand for rublwr. * 


Sugar Decontrol: A Welcome Measure 


The RECEt^T decontrol of sugar has been 
welcomed both by the consumers and 
the industry* According to Mr S.K. 
Somaiya, President of the Indian Sugar 
Mills Association (ISMA),the industry 
has “abiding faith in the market me¬ 
chanism and cannot but think in terms 
of freedom from controls/’ While 
controls over price and distribution of 
sugar have been withdrawn, the releases 
of sugar from stocks would, however, 
be regulated by the government so as 
to minimise the fluctuations in prices. 
During the first four weeks of sugar de¬ 
control, sugar prices have moved nar¬ 
rowly thanks to the comfortable stock 
position and adequate releases. 

The sugar industiy, was, however, 
administered a warning on June 9 by 
Mr Fakhruddin Ali Ahmed, the central 
Minister of Food and Agriculture, in 
his address to the ISMA; he said that 
the government Would not hesitate to 
regulate again both price and distribu¬ 
tion of sugar if it was found that the 
industry and trade were notplaying fair. 
The sword of Damocles, therefore, 
continues to hang over the sugar in¬ 
dustry and if the sugar prices tend to 


get out of control for whatever 
reasons, the government would not 
hesitate to rc-clamp price ahd distri¬ 
bution control. 

It follows that the government has 
initiated decontrol of sugar as an ad 
hoc measure and not because it has faith 
in the policy of decontrol. That is why 
Mr Somaiya made a specific plea in his 
recent presidential address that de¬ 
control should not bt a short-term 
expediency. He cited the following ex¬ 
cerpt from the Sen Commi.ssion Report 
which criticised ad hocism in unmis¬ 
takable terms: “Shoit-term palliatives 
have postponed long-term remedies. Ad 
hoc measures to deal with specific prob¬ 
lems have only too frequently militated 
against comprehensive solutions. In 
fact, *ad hocism’ has been one of the 
worst man-made causes of instability 
faced by the industry*’. 

In view of the threat held out by Mr 
Fakhruddin Ali Ahmed regarding re- 
imposition of distribution and price 
control and the demand for nationali¬ 
sation of sugar industry by some mem¬ 
bers of Parliament belonging to both 
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It has for quite a long time been supposed 
that India’s staple exports arc so generally in 
demand all the world over that there is nocausc 
for undue apprehension on that account. It 
is necessary to examine how fttr this supposi¬ 
tion is correct to-day in the vastly altered 
character of foreign trade in. the last 15 years 
and more particularly during the present war 
and the requirements of the internal economy. 
In the first place during the war the composi¬ 
tion of our export trade has vastly altered. 
In 1938 Manufactured Articles comprised only 
30'5% of exports and RawMaterials and Food 
44-3%and23 5%respectively.In 1944 Manu¬ 
factured Articles were 51 5% and Raw Mate¬ 
rials and Food 24 * 7% and 22 -5% respectively. 


It is difftcult at this stage to predict whether 
this re-oricntation is permanent. To some 
extent the greatly increased importance of cot¬ 
ton manufactures accounts for this, not to men¬ 
tion the inevitable war time dislocations and 
scarcities which gave Indian manufactures 
foreign markets. Retaining markets in manufac- 
tured{arlicles is, however, a much more difficult 
affair than retaining markets in agricultural 
commoditje.s. Jn the former, competition from 
advanced industrial countries which kept aloof 
during the war but which will make soon their 
re-entry would be a serious adverse factor to 
reckon with and signs are not Jacking of this 
scramble for markets although the scaitttiesof 
theiimmediatc post-war years might mitigate it. 
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the nilthg party and the apposition, it 
is feared that the decontrol sugar 
would be short^ivtd. The chance^ of 
decontrol being ended would, however, 
depend upon the trend in sugar output 
whjgh in the current year is liktly to 
register a slight decline over the pre¬ 
ceding year. 

The production of sugar in 1969-70 
(sugar season ending in September 
1970) reached an all-time peak at 4.26 
million tonnes as against 2.16 million 
tonnes in*l966-67, 2.25 million tonnes 
in 1967-68, and 3.36 million tonnes in 
1968-69. The rising trend in the pro¬ 
duction of sugar was accompanied by 
increasing opening stocks from 438,000 
tonnes in 1968-69 to 2.09 million 
tonnes in 1970-71. It is this easy posi¬ 
tion in regard to the supply of sugar 
which emboldened the government to 
try decontrol but once the tide turns and 
both production and stocks decline, 
the prices of sugar would tend to har¬ 
den again, giving the government a 
chance to clamp controU. Already there 
are indications that the total produc¬ 
tion of sugar in the current season at 
3.80 million tonnes would be lower than 
the corresponding production of last 
season by nearly half u million tonnes. 

Keeping this in view, Mr Somaiya 
had suggested in his presidential address 
that adequate follow-up measures were 
necessary to make the policy of de¬ 
control a real success. He had rightly 
stressed the need for increased produc¬ 
tion of sugar in the next season which 
would be pos.sib1e only if the govern¬ 
ment initiated some vital measures, the 
most important being a scheme of price 
support in the case of gur. Whenever 
gur prices ruled below the economic 
level there was a sharp fall in cane acre¬ 
age iji gur areas with Ihe result that in 
the following season, gur prices tended 
to rise thus improving realisations on 
cane and causing large-scale diversion 
of sugarcane from factory areas to gur 
areas. This tendency can be checked 
only by maintaining gur prices at an 
economic level.* 

In the larger interests of the sugar 
industry, it is necessary to eliminate 
wide fluctuations in sugar prices and 
the government can play an important 
part in this regard by judicious regula¬ 
tion of its monthly releases. Mr So- 
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maiya assured tiie govejtnment that the 
industrry was not in favour of wide 
variations in prices because it did not 
beneiit it. On the other hand, he also 
pleaded with the government that minor 
Variations in prices should not induce 
it to iiaslen the reimposition of cont- 
rols- 

It is a known fact that sugar industry 
is a seasonal one. What it produces in 
five months is consumed in 12 to 16 
months and, as in the current year, some 
extra stocks have to be carried forward. 
The carry-forward of heavy stocks which 
in the current year is equivalent to half 
the total production in a good year, is 
not possible unless adequate bank fi¬ 
nance is made available to factories. 
Mr Fakhruddin Ali Ahmed gave the 
industry an assurance that the govern¬ 
ment would consider the industry’s sug¬ 
gestion for a reduction in margins on 
advances against sugar. If bank credit 
to the industry is liberalised, it will also 
help the factories in meeting their obli¬ 
gations regarding sugarcane payments 
in time to growers. 

The credit made available by banks 
to the sugar industry has so far fallen 
far short of its demand. The huge 
stocks carried by the industry involved 


fihaucigl coitimHm6fita of the vjd^ of 
about Its 450 crores; the bfiak ed* 
vgfK^inthepeakperiod*wm no more 
than Rs 260 crores which kept the re¬ 
sources gap at about Rs 190 crores* 
This financial strain, in the words of 
Mr Somaiya, **completely incapaci- 
tated’* the sugar factories with the re¬ 
sult that they found it ii|ipo$sible to 
meet their oMigacions in time. 

The long-term solution to the prob¬ 
lems currently being faced by the sugar 
industry lies in taking all possible steps 
to accelerate the cane developnient 
activities particularly in the northern 
region. The areas which have low pro¬ 
ductivity can improve their perfor¬ 
mance if they are given assistance by 
the factories. In other words, close co* 
operation between the cane-growers and 
sugar factories is absolutely necessary 
for raising the productivity of sugar¬ 
cane in the low pioductivity^areas. Fac* 
lories, therefore, should be given oppor¬ 
tunities to develop cane in their reserve 
areas. Improved yield of cane in these 
areas would no doubt be benefidal to 
the factories because they would be 
assured of regular cane supplies but 
this would also assist the cane-growers 
through increased incomes consequent 
upon improved yields from their lands. 
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The 


of Cotton Toctiies 


nVMVHTHY 


MAIN sources of worr;^ and the 
mi^ itnperativts for survival of the 
IndM^ |ermed the ringiiig theme of 
thechairiiSlo^Mr Jlamalcrimn Ruia’s 
a^rem at the thirteenth annual general 
meetifig of the Indian Cotton Mills' 
Federation (ICMF)^ held in Bombay 
i few days ago. Iheie may be a few 
armchair critics who cavalierly con¬ 
tend that if an industry like the cotton 
mill industry that is more than a cen- 
tury-old still cringes for reliefs and 
rehabilitation doles, it has no ri|^t to 
exist, but serious students of the history 
of the cotton mill industry in this 
country will really wonder at the 
remarJmble resilience of this industry 
which has seen it emerge from one 
struggle for survival after another. 
Despte all that has been and is being 
said to d^irecate this industry, it must 
not be forgotten that it still provides 
diiect emjnoyraent to over 750,000 
textile worJms and indirect employ¬ 
ment to nearly as many, not to speak 
of its contribution to the foreign ex¬ 
change till of the country. 

Redeeming Feature 

Prudence demands, especially when 
we are faced with such a massive 
unemployment problem as has fallen 
to our lot, to see that everything is 
done to keep this industry not only 
going but going forward. After all, 
that is not at all a Herculean task. 
To ensure adequate supplies of raw 
cotton at fairly reasonable prices, to 
make available ample and chmp credit 
to enable the industry to modernise 
itself and tP free it from some irksome 
controls are certainly not beyond the 
competence of our government. And 
*^a redeeming feature'*, as Mr Ruia 
lemarked, is that today there would 
appMr to be '*a better appreciatton of 
the industry’s problems by the govern¬ 
ment, and solutions for tackling them 
are on the drawing boards of the 
ministries concerned”. Hm, indeed, 
is hope that the industry may after all 
turn the corner soon. 

A long spell of stagnation in pro¬ 
duction m its main raw material could 

n the fortunes of any industry. 

sen, cotton production in India 
has had to face six successive years of 
stimiation, it is not surprising that 
it w turned out to be the bane of the 
indmtiy. It is unfortunate tiiat cotton 
ehould also fab among the cash crops 


that "has not only been by-passed 
by the green revolution, but has also 
mn experiencing unfavourable weather 
in some form or other <tn one cotton 
tract or another), for four years in 
succession”. 

WldeDlng Gap 

This explains the latest lowest crop 
estimate in six years—5.2-5.3 million 
bales for 1971-72, which compares with 
the fourth Plan target of 8.0 million 
bales. The irony is that after the gap 
between this target and the actual 
producuon had narrowed down to 
2 .3 million bales in 1970-71, it should 
again threaten to widen to 2.7 million 
bales. During the past three seasons 
in particular, the cotton crop has 
progressively fallen from 5.98 million 
bales to 5.650 million bales. And, 
between the years 1964-65 and 1970-71, 
the crop has averaged about 5.56 
million bales only (excluding the 
notional extra-factcu^y consumption 
figure of 270,000 bales). Over the same 
period, as though deliberately to drive 
home the fact of cotton shortage, the 
installed spindleago in the country 
recorded a rise of 3.20 million or 22 
per cent. 

These statistics carry a moral, namely 
that no more time should be lost in 
stepping up our cotton production. 
It is just as well that both ofiiciai and 
non-oBicial opinions are not only 
agreed on this but also on how to do 
it—through higher yields per acre—as 
well as on its practicability. Thanks 
to the persistent efforts of the ICMF, 
the experts in the central Ministry 
of Agriculture too seem to be convinced 
today about the magnitude of the 
efforts required for making an impact 
on the cotton problem, as witness 
their recommendation for an outlay 
of Rs 15.14 crores during the remain¬ 
ing three years of the fourth Plan 
period. In fact, this should have been 
twice that figure,if the amount suggested 
by the ICMP had been accepted. 
Even so, this provision or, for that 
matter, the sum of Rs 7.22 crores 
expected to be spent in the coming 
cr^ year murks a definite and distinct 
improvement over the paltry outlays 
of Rs 88.18 lakhs, Rs 89.85 lakhs 
and Rs 209 hkfas that had been earlier 
proposed to be spent in 1969-70, 
1970-71 and 1971-72, mpectively. The 
relativeiy huger oiltla^ that have 


im 

faeen tu^sed itow, as well as the ^ 
adoption of techniques similar to these 
tiiat have proved a ttemendous success 
in resist of wheat and rice should * 
result in a sizable rise in ouput (an 
increase of at least 500,000 bales is the 
estimate). 

While on cotton productiofi plans, 
we must also refer to one pertinent 
suggestion that Mr Ruia made. It is 
that research for new varieties of cotton 
should not be restricted to long-staple 
varieties only, but extended to include 
medium and short-staple varieties as 
wcJj. True, the stress on Jong-staple 
varieties is dictated by the imperative 
of import substitution. 43ut, in our 
enthusiasm for import substitution, 
let us not minimise or forget the 
important role played by medium and 
short staple varieties. These too help 
us in Import substitution and, what is 
more, India’s exports of cotton textiles 
are mainly produced out of these 
staples. Again, it is out of these 
staples that the greater bulk of the 
goods consumed within the country is 
produced. Hmt should provide some 
idea of the enormous gain thai would 
accrue both to the country’s export 
trade and to the domestic consumer 
as a result of the research on these 
varieties of cotton. 

Dereliction of Dnty 

We would not be condemning the 
authorities too strongly, we feel, if we 
charged them with dereliction of duty 
in the matter of creating a reliable crop 
forecasting agency. It is incredible 
to be told in the Year of Grace 1971 
that there is still no dependable agency 
for this purpose and that everybody, 
including the government, has to de¬ 
pend on the widely varying forecasts 
of a few well-known cotton firms. 

It is high time that the authorities 
set up an official agency to furnish 
this vital information to both the cot¬ 
ton grower and the cotton consumer. 
No wonder that, in the absence of a 
reliable crop forecast, the authorities 
themselves continue to commit the 
blunder, year after year, of overesti¬ 
mating the crop on the eve of every 
cotton season and underestimating the 
import requirements of cotton first 
and revising it upwards later, when the 
price of foreign cotton is at its peak, 
thereby making the country lose valu¬ 
able foreign exchange avoidably. Even 
for this year, Mr Ruia has already 
hinted, it would appear necessary to 
arrange for additional imports of cot¬ 
ton to tide over the lean months— 
September to December. 

y/e must do everything to hold the 

g rico line, assert the authorities always, 
ut the>[ seem to be utterly oblivious 
of the impact of their own policies 
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M itAAA catmot but lead to 

pricesL Take also the sharp 
in^atasa la import duty as per the 
iadast badyet Irom 25 per cent to 100 
per cent on stable fibre which we'^ust 
import to make up for the cotton 
shortage and the abolition of the 
eacise rebate of 50 paise on yarn spun 
from a mixture of cotton and staple 
fibre. *AU these must necessarily lead 
to increased cloth prices which hit the 
poor consumer ultimately. 

There may be an official justification 
for the credit squeeze but few will 
dispute that it has gone too far and has 
had the most unsettling effect on the 
cotton mill industry in particular. “No 
avenue has been left for the industry 
to get any relief from credit restraints*', 
was the pathetic plea of Mr Ruia, 
and he could not help making it be¬ 
cause, as he said, **it is hurting produc¬ 
tion and adding to costs**. How would 
it benefit anybody if. as a result, mills 
arc not able to lift Indian and imported 
cotton already bought by them? Who 
gains if stocks of cotton lie uncleared 
from railway yards and ports? How can 
the price-line be held if production 
goes on falling? For the first four 
months of this year we arc told, yarn 
and cloth production has fallen by 11.3 
per cent and 6,6 per cent respectively, 
as compared with the corresponding 
period of 1970. 

We have been talking of modernising 
our cotton mills for years now. Whereas 
other competing countries have com- 


pleted their moderttotiOttprc^ajmnm 
we have yet to decide 6n. the pro^ 
gramme. Evidently, bring a practical 
businessman, Mr Ruia put it to the 
government to take a quick decision 
at least on the unaitiitioili recommenda* 
tion made by a special sub-committee 
in November, 1970, for the modernisa^ 
tion of the exporting mtUs* hoping 
that, at least in its anxiety to meJeo a 
success of its crash export drive, it 
would seize the suggestion. He ako 
banked, perhaps, on the fact that this 
does not call for any great sacrifice 
on its part except to earmark a given 
amount of foreign exchange for import¬ 
ing sophisticated textile machinery not 
made in this country and not objected 
to by textile machinery makers in this 
country. 

But expedition and bureacracy how¬ 
ever seldom go together. Not even the 
imminent imposition (from January 
1, 1972) of the 15 per cent import duties 
on our cotton textiles exported to the 
UK and not even the exclusion of tex¬ 
tile products by the UK and the USA 
from their offers to UNCTAD under 
the General Scheme of Preferences for 
Developing Countries have stirred them 
to the supreme sense of urgency of the 
moment. Instead, like Don Quixote, 
we still seem to indulge in going at 
imaginary windmills as, for instance, 
our threat to quit the Commonwealth. 
Have those who have made this sug¬ 
gestion ever paused to examine the 
eflccts of such a step on our own 
export trade? 


Inflationary Budget 

S- NARAYANASWAMY 


The MULTi-rACETto rehourec-garrering 
effort which Mr Chavan’s budget is, 
has puzzled those quarters which think 
in the same way as the party in power 
and has caused painful surprise among 
all other sections, not excluding that 
section for whose benefit every tax 
is claimed to be levied and many an 
existing concession is being abolished. 
The affluent feel that they Itave the 
middle income groups for companions 
in distress; the poor whose latter-day 
consumption articles aie being called 
luxuries and brought within the excise 
net, and which articles are thus, how¬ 
ever, unwittingly placed beyond the 
reach of marginal consumers, feel they 
have distinguished companions among 
middle income and higher income 
groups, because of the larger taxes on 
i,ncome and wealth they are called upon 
to pay, through wealth tax exemptions 
abolished and new taxes on income 
levied. 

The middle class man who has been 
riding the tiger of inflation for many 


years and whose salary or wage-packet 
has become less and less meaningful 
in terms of what it would buy Tot him 
of essential goods and services, has 
begun to speculate how soon he 
would find himself inside the tiger’s 
stomach; and whether ht would not be 
better off there than to continue in 
a state of nervous prostration on the 
bact of an animal of acknowledged 
ferocity. He has wailed and whined in 
past years about the debts into which 
ht is driven by this annual erosion 
of the content of the rupee throi^h 
influlicnary spending and no less infui- 
tonary long-term investments by the 
government which lend in many cases 
to make negative returns but his has 
been a voice in the wilderness. “The 
weaker section ol society” to which so 
much cleclion-iinifc homage has been 
paid, to whom ‘'commitments** have 
been made, can be trusted not to know 
the basic causes of price increases and 
to blame the wily and rapacious mer¬ 
chants, the wholeseJlers and retailers, 
for the excise duties that cause the 


escalations. Unlike safes taJi^s* life 
merchant is unable to set out the excise 
duties sepaiately in cash bill to con* 
Burners, indeed the oil companies got 
into the bad books of the govenmient 
years ago when they showeB tibh fataak* 
up of gasoline prices, indicating how 
much of what was paid wax taken 
away by the exchequer^ 

Mifonic Secret 

In any case, excise duties* Will 
remain among the masonjc«secrets as 
components oTend-*prioes so far as the 
consumer is concerned and, in com¬ 
paratively poorly educated communi¬ 
ties, you can take an insurance policy 
against the man in the street acquiring 
knowledge of it, bscause he is unlikely 
to show any curiosity on the subject 
in his benumb^fd condition as a helpless 
consumer of high cost goods. Tattle 
Wonder, Mr Benjamin Fairless, one¬ 
time chairman of US Steel Corpora¬ 
tion, with mordant humour, declared 
that the quantum of excise duty on 
each article sold and collects by 
industries and turned over to the US 
Treasury, was a well-kept secret—<a 
secret kept with considerably more 
success than the secret of the atom 
bomb. In the result, Mr Chavait’s 
budget has more or less succeeded in 
convincing the people of this country 
that the rich would pay the overwhelm¬ 
ing quantum of taxes; and since being 
rich is among the original sins of man¬ 
kind. the wages cfsin are expropriatory 
taxes and they are being levied with 
planned remorselessness. 

The central budget of 1971 can be 
compared to a giant octopus that 
extends its tentacles once every year 
and each tentacle gets a grip on avail¬ 
able classes of sea-food. Tne octopus 
gets a grip on consumers, income- 
earners, wealth-owners, exporters, 
importers and corporate units to derive 
nourishment. This year, the octopus, 
having done a multiple operation of 
getting hold of second and third schools 
of fish, in the foim of consumers and 
tax-payers, finds itself with an unsatis¬ 
fied appetite because there is an unfilled 
net gap of R$ 220 crores due to capital 
programmes proposed to be executed 
this year. 

When the budget was presented on 
a hot evening on May 28 and a whole 
string of new or enhanced exrise 
duties was being announced over the 
radio and the teleprinter, it oceuried 
to many wide-awake budge^watplfers 
that the duty on maids Which became 
a duty on bread, was added on^ tike 
the hay-pack on the camera back* to 
be thrown away within right of the 
camel at the appropriate time, to make 
the poor aniiral move along itsoaravaii 
track. The only psychological 
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mistake made ^as ta describe btead as 
therichnian’s food, which bTick*drop- 
ping could have been avrided, had the 
secretaries merely obtained statistics 
of bread sales from even governinent- 
owned Modem Bakeries. Any Way, 
Mr Chavan has^ in solemnly removing 
the maida and coarse cloth levies, 
ostensibly in response to Parliament’s 
forcefidly expressed concern for the 
poor, adopted the simple strattgem 
of the Arab camel*drivers to make the 
dromedary move on---and it is amazing 
how many identified the two levies 
a# the ones which would not survive 
Parliament’s tear-shedding process. 

The Finance Secretary’s description 
of the repercussions of the wide range 
of excise levies as likely to be *‘margi- 
nar’does not accord with Mr Chavan’s 
own admission ‘’There is a wide 
range of fiscal proposals and, in some 
directions, the impact of the new levies 
candot but be considerable”. The bud¬ 
get proposals lelating to both direct 
and indirect taxes cannot but be in¬ 
flationary in their impact on India’s 
economy. It is foolhardy and futile to 
takd the new or enhanced excises or 
direct imposts by themselves but as 
coming on top of an already massive 
pyramid of levies, and comparing the 
impact of the aggregation of the pile 
of such levies on the people. Whjat is 
marginal in India is consumption 
capacity notwithstanding the pom¬ 
pous cant about the green revolution 
which has increased rural purchasing 
power and liquidity only marginally. 
There is much complacent talk about 
the rural rich which is not borne out 
by the statistics relating to the rural 
scene. 

Anti-lnveBtiiient Budget 

The budget is definitely an anti inve¬ 
stment budget in so far as it removes: 
(a) the wealth tax exemption on money 
invested in new issues for a five-year 
period, (b) abates the tax concession 
for priority industries,(c) removes some 
important industries from the priority 
list, (d) reduces exemption limits for 
capital gains levies, (e) increases surtax 
on small capital company profits and 
(f) gives notice of development rebate 
atolition after 1974. It is an anti¬ 
savings bucket in so far as it: (a) 
accentuates inflation and will make 
savings more dijSicult, (b) taxes on 
income exceeding Rs 15,000 will 
suffer higher taxation, and (c) basic 
wealth-tax exemption of Rs one 
lakh for those who have wealth 
exceeding that value, will reduce 
the quantum of retained incomes. To 
talk of capital formation and entre¬ 
preneur effort in such an atmosphere 
seems wholly unrealistic. The man who 
invests monty in new capital issues, 
is already going without an income 


on his investment for at least five 
years (in India, dividends generally 
start in about 7th year, particularly 
in heavy-capital companies) while an 
alternative of a 10 per cent retum is 
available on good class preference 
shares and on corporate fixed deposits. 

Apart from this cycle of income- 
lessness, the investor in new issues 
suffers depreciation in the capital value 
of his investment which is sometimes 
SO per cent..He cannot pledge the shares 
with a bank to raise funds because it 
is not on the dividend-paying list and, 
therefore, not an approved security. 
In a period of inflationary living costs 
such as we are passing through, the 
investor seeks unabashedly to supple¬ 
ment his earned income by maximising 
investment income; and, therefore, has 
a powerful motivation in obtaining for 
currently income-bearing investments 
in preference to non-yielding stores of 
value like new companies’ shares. The 
inflationary cycle m an economy is 
not conducive to capital formation 
and it has been proved in India 
contrary to the notions of classical 
text-books on economics. 

Removal of locentives 

Mr Chavan should have thought 
twice before ttmoving the available 
incentives through the tax exemptions 
hitherto available and to which Mrs 
Indira Oandhi very thoi^htfully added 
two important exemptions last year. 
It is a small mercy that these two 
exemptions are being continued. 

Mr Chavan has levied a whole array 
of new customs duties and, for this 
purpose, he says he has obtained 
release for India from its GATT com¬ 
mitments. Our country has for years 
been pressing the developed countries 
to lift import duties to enable the 
newly-developed economics to find an 
export market for their goods and at 
the Delhi session, the Prime Miniser’s 
speech stressed this and so did the 
Indian delegation. India seeking re- 
Jease from GATT commitments now 
after three Plan periods, during 
which a commendable degree of import 
substituiion has been achieved, must 
puzzle many GATT countries, parti¬ 
cularly when capital is in short supply 
in India; capital goods are already 
high-costing all over the world and 
India is on the brink of implementing 
a re-shaptd fourth Plan which cannot 
dispense with capital goods or some 
process material imports. There is a 
strong element cf unilaterality in 
Indians getting this release from GATT 
arrangements, affer all the lecturing 
she has done at successive GATT 
conferences. Whether the revenue from 
custom duties newly levied or enhanced 


will make this worthwhile is what we* 
have to ponder over. 

The object of all Plan efforts is to 
improve the living standards of (he 
people. This means making people’s 
life more comfortable by nfaking 
them consume better food, build 
improved living space, give them 
more clothing, provide speedy and 
comfortable transportation, and re¬ 
lease them from drudgeries and 
make life interesting for them. 
\ou do not achieve this objective by 
classifying more and more goods as 
luxuries and levying excise duties on 
them, because you need revenue for 
further development. In other words, 
placing more and more goods, after 
organising their manufacture in the 
country, beyond iht reach of more 
and more people, is neither socialism 
nor securing robust living standards. 
It is a self-defeating fiscal exercise in 
a planned economy. A more positive 
attitude towards better living condi¬ 
tions for the people will give to the 
budget a more robust sense of direction. 

Revenue-garnering is not an end in 
itself any more than planning is. Both 
are weapons in our fiscal and economic 
armoury capable of being used for 
securing the overall objectives of awtl- 
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•fare state with few'er transitional hard- 
ships* It is possible that there would 
be that deeper economic awareness 
among our policy-makers, which would 
make them realise that other develop¬ 
ing j^ountries art stealing the thunder 


of economic development because they 
art less obsessed with negative pro¬ 
grammes and more absorbed in secur¬ 
ing increase in national incomes over 
the sharing of which they know they 
have plent> of time to hold seminars. 


sering the degree of progression or 
regression as betwttii si^us and show 
that: 

]. Regression in impact is alKper- 
vasive between small and medi¬ 
um holdings. 

2. Progression is all-pervayive be¬ 
yond medium hol^ngs except 
in Ambka which, ignoring the 
progression between medium 
and big holdings, when surcharge 
and special charges are tal^n 
into account, exhibits regression 
throughout. (It is necessary to 
point out that the paradoxical 
increase in regression between 
big and large holdings in Tibbie 
IV is due to a sampling **acci- 
dent*’: no surcharge and special 
charges were reported to have 
been levied on the sample hold¬ 
ings in the large size-group 
which, when related to the pro¬ 
gression between medium and 
big holdings, accentuates the 
degree of regression betw^een 
big and large holdings). 

3. The degree of regression fand 
progression), which is consis¬ 
tently the highest in Guroh, 
exhibits wide inter-size varia¬ 
tions as between the three re¬ 
gions . 

4. The degree of progression, ig¬ 
noring the minor exception in 
Himaji, is consistently the 


Progression in Haryana’s Land Tax 

DR P.C- JAIN 


Using relevant data from secondary 
sources as Well as those derived from a 
survey* undertaken to measure the im¬ 
pact of agricultural taxation according 
to size-holdings in the three regions of 
Haryana, this article puts forward a 
proposal aimed at introducing pro¬ 
gression as between different size-hold¬ 
ings, reducing intcr-rcgional disparities 
in the impact of taxation and increas¬ 
ing the state revenue. 

The survey referred to above, which 
was conducted during May-July, 1966, 
made available data, relating to the 
year 1965-66, according to four size- 
groups of holdings, viz., A 0-4.9, 
B 5-14.9, C 15-29.9 and D. 30 acres 
and above (to be referred to hereafter as 
small, medium, big and large respec¬ 
tively) for the three regions of Haryana 
(to be referred to hereafter as ‘Am¬ 
bka', Which comprises iht districts 
of Ambala and Rarnal; ‘Guroh’, 
which comprises Gurgaon and Roh- 
tak; and ‘Himaji'.® which comprises 
Hissar, Mahendragarh and Jind). The 


main results of the survey, relevant 
to the analysis arc summarised in 
Tables I and II. 

Table I shows that the impact of land 
revenue, defined as the ratio of land 
revenue to net output, is the highest 
on small holdings in all the regions 
while it is the lowest on medium hold¬ 
ing in the state as a whole, Guroh and 
Himaji and on large holdings in Ambka. 

Table II shows that, when surcharge 
and special charges* are taken into 
account together with land revenue 
proper, the impact is the highest on 
small holdings in the state as a whole 
and Himaji, on big holdings in Ambka. 
and on large holdings in Guroh while 
it is the lowest on medium holdings in 
the state as a whole, Guroh and Himaji 
and on large holdings in Ambka. 

Tables III and IV which are derived 
from Tables 1 and II respectively, put 
the relativity of inter-size impact in the 
three regions in sharper focus by mea¬ 


Table I 

IMPACT OF LAND REVENUE, 1965-66 (EXCLUDING SURCHARGE AND SPECIAL CHARGES) 

(Average of each size-group) 


Holding-size Ambka Guroh Himaji State 


tacres) 

Net 

output 

(Rs) 

Land 

revenue 

(Rs) 

o 

/ u 

Net 

output 

(Rs) 

Land 

levenue 

(Rs) 

% 

Net 

output 

(Rs) 

Land 

revenue 

0/ 

/O 

Net 

output 

(Rs) 

Land 

revenue 

(Rs) 

% 

A. 0-4.9 

203.37 

4.27 

2.10 

165.55 

3.89 

2.35 

294.72 

4.11 

1.39 

220.69 

4.10 

1.86 

B. 5-14.9 

825.22 

16.56 

2.01 

2485.84 

18.88 

0.76 

1360.73 

7.13 

0.52 

1557.26 

14.19 

0.91 

C, 1.5-29.9 

2278.67 

44.41 

1.95 

2137.00 

32.15 

1.50 

2842.18 

22.12 

0.78 

2419.28 

32.90 

1.36 

D. 30 Sc above 

6301.89 

54.25 

0.86 

3922.79 

89.57 

2.28 

3603.71 

37.98 

1.05 

4327.39 

61.66 

1.42 

All holdings 

1548.73 

20.65 

1.33 

1923.84 

31.65 

1.65 

1690.75 

15.22 

0.90 

1725.02 

22.55 

L31 





higbMt between n)e4i«tt and 
bigf hnldingi', 

CleaHy> the impact of land revenue, 
ivlth or without surcharye and special 
oIiarge$, is inequitous as between sizes 
and as between regions. In what follows 
an attempt will bt made to devise a 
simple tax scheme and examine its 
eoonohiic implications, 

if it were a question only of some¬ 
how introducing progression, the prob¬ 
lem would btone of simple arithmetic, 
although one would then be faced with 
almost innumerable solutions. Mso, 
there is the ouestion of determining the 
base: shotdd one, for instance, accept 
the existing impact on small holdings 
as the base and then introduce progres¬ 
sion in the bigger sizes? 

Of course, the problem is an econo- 
'mic« not an arithmetic one, despite 
the* fact that even an economic angle 
does not by itself ensure a unique deter¬ 
mination, since one could think of seve¬ 
ral alternate economic criteria to which 
to relate a progressive tax scheme. In 
the last analysis, one can hardly escape 
being arbitrary. We shall, therefore, 
make bold and, without examining the 
possible alternate economic criteria, 
suggest that inter-size net output for 
the state as a whole is good enough 
criterion for the purpose in hand. 

Table V, which is also derived from 
the surv'^y referred to above, read with 
the last columns of Tables III 
Table IV, brings out the alarming fact 
that the degree of regression in impact 
is the highest exactly where (between 
small end medium holdings) the difte- 


Tablb III 

imi3l^£PROGIPESSION(+) Oil RfiGRBSSlON (--) OP LAND 
IIEVENUE impact 


• 

Holdiitg-^zeB 

(acres) 

Ambka 
per cent 

Guroh 

percent 

Himqji 

percent 

State 
per cent 

Between A&B 

-4.29' 

—67.66 

-«2.59 

—51.08 

Between B&C 

—2.99 

+97.37 

+50.00 * 

+49.45 

Between C&D 

—55.90 

+52.00 

+34.62 

+4.41 


. Table IV 



1NTER-45IZE PROGRESSION (+) OR REGRESSION (—) OF LAND 
REVENUE -IMPACT 

Holding-sizes 

(acres) 

Ambka 
per cent 

Guroh 
per cent 

Himaji 

percent 

State 
per cent 

Between A&B 

--4.52 

-65.% 

-<2.59 

-49.74 

Between B &C 

+14.69 

+98.75 

+50.00 

+61.05 

Between C&D 

—64.46 

+76.10 

+51.28 

+7.84 


*Land revenue here includes surcharge & special charges as well. 


Table II 

IMPACT OF LAND REVENUE : 1965-66 (INCLUDING SURCHARGE AND SPECIAL CHARGES) 

(Average of each size-group) 


Holding-size 

(acres) 

Ambka 



Guroh 



Himaji 



State 


Net 

output 

(RS) 

Land % 

revenue 

(Rs) 

Net 

output 

(Rs) 

Land 

revenue 

(Rs) 

o/ 

/o 

Net 

output 

(Rs) 

Land 

revenue 

(Rs) 

7« 

Net 

output 

(Rs) 

Land 

levenue 

(Rs) 

% 

A. 04.9 . 

203.37 

4.50 

2.21 

165.55 

3.89 

2.35 

294.72 

4.11 

1.39 

220.69 

4.18 

1.89 

B. 5-14.9 

825.22 

17.43 

2.11 

2485.84 

19.92 

0.80 

1360.73 

7.13 

0.52 

1557.26 

14.83 

0.9S 

C 15-29.9 

2278.67 

55.04 

2.42 

2137.00 

33.88 

1.59 

2842.18 

22.12 

0.78 

2419.28 

37. W 

1.53 

D..30 & above 

6301.89 

54.25 

0.36 

3922.79 

109.83 

2.80 

3608.71 

42.49 

1.18 

4327.39 

71.29 

1.65 

Allholdlii«i 

1548.73 

22.52 

1.45 

1923.84 

96.88 

1.92 

1690.75 

16.27 

0.96 

1725.02 

25.29 

1.47 
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« (etice tn net output is the greatest pondence v^ith the neit output of tli^ iatrodHiM liy effecting a fretli 

while the , degree of proig'ession size-group. Table V does leave the pcmdence between tax and net out|H^. 

is ihn highest exactly where (between impression that small holdii^ are re** tor the remaining two big 

medium and big holdings) the differ- latively overtaxed. The obvious con^ and large: fay changing tte rate of tex 

ence in net output is the smallest, elusion, therefore, is to eliminate the cn these size-groups in the same ratio 

The degree of progression between tax on small holdings* altogethes. as the degree of progression in their 

big and large holdings is again far respective net output, 

too small relative to the corresponding In examining the existing taxoninedi^ 

difference in net output. (Inciden- urn holdings, the possible alternativesof Tables VI and VII incorporate the 

tally, more or less the same picture enhancing and reducing the tax are again changes in tax rates and the opjisl^lidnt 

emerges when we relate the inier-size best ignored. Tables 111 and FV show h impact if the proposed tax stbeme were 

degree of regression and progression very high degree of regression between given effect to, and compare thase with 

with the inter-size gross output which, small and medium holdings and there the existing position. Tm resultantpro* 
according to the data derived from the would normally have been a case for gression and, significantly, tht narrow-^ 

survey refetred to above, is Rs 385.93, enhancing the tax on medium hold- ing down of inter-reglcnal disparities 

Rs 2,628.41, Rs 4,099.54 and Rs ings; but the plurality of possible so lu- in impact are too obvious to call for 

8,493-99 for small, medium, big nnd tions would appear to rule out this further comment, 

large holdings respectively). Economic alternative a-s well. There is no case for 

common-sense would demand that inter- eliminating the tax on this size-group. Using data on cultivating hoiue* 
size tax on land should have some cor- We arc thus left with the only alter- holds from secondary sources (imoring 

respondence with the inter-sizc net nativeavailablc, viz., to accept the exist- unspedfied cultivating house-holds) ana 

output. But the question which then ing taxon medium holdings as the assuming that the average size of hold- 

immediately arises is: Wl^at should be appropriate base for introducing pro- ings for the small size-group is tWo 

the appropriate base of the tax with gression. The required progression is acres, for the medium size-group nine 

which to start effecting such corres- 

dence? Table V ' 


Perhaps the simplest way out is to 
examine the existing lax on small hold¬ 
ings. There are four possibilities: to 
accept the existing tax on small holdings 
as the base; to reduce this tax; tc en¬ 
hance this tax; or to eliminate this tax 
altogether, in which (the last) case wc 
should have to go over to examining 
the tax on medium holdings for the pur¬ 
poses of determining the appropriate 
base. The second and third aUernalives 
are best ignored if only because the 
problem, with almost innumerable 
possible solutions, will then get 
out of hand. Whether or not the exist¬ 
ing tax on small holdings is to be accep¬ 
ted as the base will largely depend on 
whether the tax has reasonable corres- 



TableVI 

EXISTING & NEW IMPACT OF LAND REVENUE (EXCLUDING SURCHARGE & SPECIAL CHARGES) 

(In Rupees) 


Holding-size Ambka Guroh Hiraaji State 

(i'l-rc'.J --------- - — . " — 

I.R. per Impact L.R. per Impact L.R. per Impact X.R. per Impact 
acre acre acre acre 


Exist- New Exist- New Exist- New Exist- New Exist- New ExsU-^ew Exist- New Exist- New- 

ing ing ing ing ing ing ing ing 


A. 0-4.9 1.98 0 2.10 0 

B. 5-14.9 1.69 1.69 2.01 2.01 

C. J5-29.9 2.04 2 14 1.95 2.05 

D. SOAabove 1.06 3.85 0.86 3.11 


1.78 0 2.35 0 1.95 0 

1.76 1.76 0.76 0.76 0.69 0.69 

1.82 2.14 1 50 1.76 1.24 2.14 

1.98 3.83 2.28 4.41 0.66 3.83 


1.3$ 0 1.91 0 1.86 0 

0.52 0.52 1.38 1.38 0.91 0.91 

0.78 1.35 1.73 2.14 1.36 1 68 

1.05 6.09 1.20 3.83 1.42,4.53 
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CAFI 


EARNING 
OVER 

Rs.3 CRORES 
IN 

FOREIGN 

EXCHANGE 

Yes, the little CAFI elephant 
has made Jumbo strides in exports. 

He has captivated highly competitive markets in 
Europe, USA. Africa, Australia, the Middle East and 
the Far East, with Terene'*^ fabrics and garments 
for men, women and children. 

CAFI has been exporting since 1966, 
a variety of 7erene’ fabrics, 
inbluding pure 'Terene' and 'Terene' blended 
with Indian Raw Silk, Cotton. 

Jute and Camel Hair. 

Sometimes hand-printed, 

sometimes embroidered, our fabrics and garments 
have charmed buyers everywhere. 

CAFI's fabulous export products are devaloped 
* exclusively by the CAFI Technical Service Laboratory. 
Thay are then converted into export merchandise 
at over 25 mills and garment factories, 
under the close scrutiny of CAFI's Quality Controllers. 

This accent on research and quality 
accounts for the ultimate popularity of our fabrics 
and ready-to-wears abroad. 

Indstd CAFI's little Jumbo is 
today 3 symbol of dependability. 



CAFI exports ore handled by Imkemex India Ltd. | 
_the Export House of the ICI Group in India 


Manufacturers of Terrne*® fibre 
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acMSu for the big sisc^groop 21 acres 
apd for tbt large siae-group 42 aores, 
the approximate gain in revenue aOcru- 
iag to the stiUe exchequer is indicated 
in Table VIII. 

Table VUl shows a net additional 
revenue of R$ 62,33,061.70, amoiint- 
* ing to 74.29 per cent of the existing 
^ total land revenue of Rs £3,89,856.45 
for the* state as a whole, when over 16 
per cent of land holdings arc freed from 
the tax altogether and there is no en¬ 
hancement m the tax for another over 
4$ per cent of la nd holdings in the state, 
i.p., only 36 per cent holdings, falling 
in the categories of big and large, have 
to bear an enhanced land revenue. The 
enhancement is not altogUher arbitrary 
and, in fact, is in the circumstances, 
most scientific and justified because the 
rate of land revenue has been related to 


■ • " ■ ■ ' ' -V ■' 

the degree of itrogmsioii in the res* 
pective net output of these holdings. 

Kcwcncea 

1. For a detailed analysis ofthis survey, see 
Kurukshetra University, Department of Ccc- 
nomics. Discussion I^pcr No. 6<cycIosty1cd>— 
Impact of Agricultural Taxation in Haryana 
by P.C. Jain. 

2. All the three names are meaningflil. 

*Amba* means mother goddess, indicating the 
district of Ambala. and 'Amblka' is the region 
of the mother or father; *OUrQh' conveys the 
sense,of Quru Dronacharya with whose name 
the district of Gurgaon or Gurdgratirls connec¬ 
ted; and ‘HimajiMs the region Of i.e., 

fresh butter, for which the district of Hissar 
A Mohindergarh are known. 

3. No ^additional surcharge* was Icvjcd in 
Haryana during 1965.66, 

4. Utile, in ‘Tax Policy and the 

Third Flan*' (Institute of Economic Growth, 
1959, mimeographed), suggests that the lowca 
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land bracket!) upto Ave acres, beexempted from 
land revenue. Khusro, A.M., in “Taxation of« 
Agricultural Land —A ProposaT*(The Econb- 
mic Weekly, Annua] Number, 1963) while 
concluding that it i^ unnecessary to exempt 
' “all holders pf laud belpw five acre^*' on 
the ground that “an old tax, according to the 
old maxim of public finance, is no tax and can 
be easily sustained,,. recognises sonp very 
weighty considerations for the opposite view. 
He says, “Holdings below 5 acres.,,. do not 
fulfil the norms of efficiency and surplus genera¬ 
tion,’* "As for intcr-^toral equity, there can 
be objection to charging land revenue at all 
to farmers of very small incomes whose coun¬ 
terparts in the non agricultural sector are 
exempted from income tax,** and “The mini¬ 
mum acreage required for the full absorption 
of a single pair of bullocks appears on the 
average to be more than 5 acres fin all probabi¬ 
lity, around 7 and a half acres), while the mini¬ 
mum acreage for the full absorption of family 
manpower of an average family, as also the 
acreage required for a norm income of, say, 
Rs 1,200 per annum (a family holding) works 
out to be well above 5 and in many cases above 
10 acres.** 


Table VIT 

EXISTIN G & NEW IMPACT OF LAND REVENUE (INCLUDING SURCHARGE AND SPECIAL CHARGES 

Holding size Ambka Guroh Himaji State 

(acres)------- 

L.R. per Impact L.R. per Impact L.R, per Impact I.R. per Impact 

acre acre acre acre 

• _ 

Exist. New Exist. New Exist. New Exist. New Exist. New Exist. New Exist. New Exist. New 

A. 0-4.9 2.09 0 2.21 "o TtS 0 2,3T~0 1.95 0 lTi^~0 1.94 0 1.89 0 


B. 5-14.9 1.77 1.77 2.11 2.11 1.86 1.86 0.80 0.80 0.69 0.69 0.52 0.52 1.44 1.44 0.95 0.95 

C. 15-29.9 2.53 2.24 2.42 2.14 1.92 2.24 1.59 1.86 1.24 2.24 0.78 1.41 1.95 2.24 1.53 1 76 

D. 30 A above 1.06 4.00 0.86 3.25 2.43 4.00 2.80 4.61 0.74 4.00 1.18 6.38 1.39 4 00 1 65 4.75 


Table VIII 


CULTIVATING HOUSEHOLDS, AREA UNDER CULTIVATION AND LAND REVENUE ASSESSMENT 

IN HARYANA 


Holding-size 

Cultivating Households* 

Area under Cultivationt 

Lind Revenue Assessment (Rs) 

(acres) 

(Nos.) 

% 

acres 

% 

Existing^: 

New 

Additional 

A. 0-4.9 

106055 

16.14 

212110 

2.25 

* 

188777.90 

0.00 

—188777.90 

B. 5-14.9 

315945 

48.08 

2843505 

30.16 

2530719.45 

2530719.45 

0.00 

C. 15-29.9 

160020 

24.35 

3360420 

35.65 

2990773.80 

4646167.10 

-f1655393.30 

D. 30 and above 

71685 

10.91 

3010770 

31.94 

2679585 30 

7446031.60 

-1-4766446.30 

Unspecified 

3420 

0.52 

Ignored 





Total 

657125 

100.00 

942680S 

100.00 8389856.45 

14622918.15 

-j-6233061.70 


-Census oflndia, 1961,part-lII. Volume-XlII. While the census data on households engaged in cultivation are based on 
20 percentsanipleandthosefor Amtola and Jind arc provisional we have here adjusted these on 100 per cent basis. 

tOur total here aroroximates to the figure for area under cultivation in Haryana in 1960-61 (i.e. 94,12,381.8i acres); 
Statistical Abstract of Haryana, 1967, p. 35. 

ilhe total land revenue in Haryana for 1965-66 was Rs 84,46,590 (Statistical Abstract of Haryana, 1968-69, pp. 80-81), 
whidl to at^t Re 0.89 per acre. Calculations here have been made on the assumptions that land revenue coUtc* 

tiona did not undergo much change between 1960-61 and 1965-66 and that the average land revenue of R«0.89peraort holds 
good for all Biie*groups of holdings. 
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Ar« you intimating details of your 
tonilding contracts to the Income-tax Deytt.P 


Under Section 285-A of the Income-tax Act, 1061, you muat 

furnish details of a contract entered into by you 

for construction of a building or for supply of goods or 

services for construction of a building if the value 

of such a contract exceeds Rs. 50,000. These 

details must be furnished to your income-tax Officer in 

the prescribed form (Form No. 52) within 

one month from the date of the contract. This 

requirement must be fulfilled even if die contract 

is entered into with Central or a State Government, 

local bodies or seml-Government organizations. 

^ ' ' ' ' 

BEWARE! Failure to comply wHh this require¬ 
ment, can lead to a penalty of upto Rs. 50 for 
ovary day of default sub|ect to a maximum of 
25% of the value of contract. 

-- 

If you need guidance, please contact the Income-tax Officer 

CENTRAL BOARD OF DIREa TAXES 

(Department of & Insurance) 

Ministry of Finance, Government of India* 

divp 71/91- 
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CfMte conditions * few the return of 
Tefngees. 


RanuiiiafiiChaiya Has His Way 

Cn« PAflUAMBNTARY CORRESPONDENT 


NEW DELHI, Monday. 

Thb htEMBDiS OF Parliament this Week 
set tneir sdU df approval on the railway 
budget. Amoog the othes important 
issues which came up for discussion in 
the two Houses were the large influx 
Of refuge^ from Bangila Desh, mainte¬ 
nance of internal security, fostering of 
economic growth in backward areas 
and further upward revision in the dear¬ 
ness allowance of central government 
employees. 

In a discursive debate on the demands 
for grants of the Ministry of Railways, 
w4iich marked the final stage of consi¬ 
deration of the railway budget, no new 
pertinent point emcrgi^. The criticism 
centied around the points already 
made by. members dunng the general 
deflate on this bud^. These included : 
(0 need for drastic reorganisation of 
the railway administration; (if) exten¬ 
sion of several existing railway lines to 
the constituencies of certain members; 
(i70 construction of new lines in areas 
of potential economic growth; (iv) 
iniproving of the catering service on 
rsmways; (v) abolition of contract lab¬ 
our; and (vi) avoidance of late running 
of trains. I^me members pleaded for 
the restoration of the R$ 2S0 crores 
cut in the fourth Plan of the railways. 

Expansion of Network 

Winding up the discussion on his 
budget and the demands of his minis¬ 
try, the Minister for Railways, Mr K. 
HanumanUi^iya, expressed the view 
that the present was an opportune time 
for the expansion of the railway nit- 
work as this would considerably help 
in solving the unemployment problem. 
He disclosed that he had already ap¬ 
proached the Prime Minister and the 
Minister of Planning for the restorat¬ 
ion of the Rs 250 crores out eflected 
recently in the fourth Plan of his min¬ 
istry. 

In regurd to the construction of 
new railway lines, Mr Hanumanthaiya, 
however, asserted that he would not 
consider any such construction so long 
the state government concerned did not 
give on imdertalang that it would not 
start a roadways service running parellel 
to the railway line. He urged members 
to persuade tmr respective state govern¬ 
ments to allocate ftinds for the construc¬ 
tion of cver-lwtdges and under-bridges 


on railway lines, with a view to helping 
generate quick employment The stme 
governments, he suggMed, could draw 
upon their safety funds for this pur¬ 
pose. 

Referring to the general criticism 
against the Railway Board and the 
dmand by some members for the 
abrogation of this Board, Mr Hanu¬ 
manthaiya stressed that he himself 
felt that some pruning in adminis¬ 
tration Was necessary. He assured the 
House that in a month or two a deci¬ 
sion on the streamlining of the rail¬ 
way administration would be taken in 
the light of the report of the Adminis¬ 
trative Reforms Commission and also 
the views of the Kunzni Committee. 

New Services 

Mr Hanumanthaiya conceded the 
demands of some members for aug¬ 
menting* train services in their regions 
and aimounced that he would soon 
start several new services* There would 
be an additional Janta Express once a 
week between Bombay and Nagpur and 
an additional Janta Express on the 
Bombay-Poona route. He indicated 
that the Paschim Delux Express would 
soon be dioselised and a delux service 
would be run via Patna twice a week. 

With a view to containing the com¬ 
pensation claims on account of pilfe¬ 
rage of consignments as well as for 
protecting the railway properties, Mr 
Hanumanthaiya disclosed that he would 
soon examine the structure of the rail¬ 
way protection force and decide upon 
measures to check malpractices. He 
farther stated that ste^ were being 
taken to ensure punctuality of trains. 

The Bangla Desh issue continued to 
exercise the minds of all parliamenta¬ 
rians this week too. The Rajya Sabha 
had a special debate on this subject. 
The Large influx of refugees from Bangla 
Desh, it was feared, would dislocate 
the Indian economy. Because of this, 
besides the humanitarian considerat¬ 
ions, this country, therefore, was vitally 
concerned about the happenings in 
Bangla Desh. Persistent demands were 
made by many, both belonging to the 
opposition and the treasupr benches, 
for the expeditious recogmtion of Ban- 
^ Desh. The international commu¬ 
nity was urged to prevail upon the 
military regime in West Pakistan to 


Intervening in the debate^ the Prime 
Minister, hln Indira Gandhi, declared 
that while Incha would do its best to 
tackle the nroblem of refugees from 
Bangla Desh, *Hhe internationaNcom- 
munity will not be allowed to get away 
with its responsibility.*' If it failed to , 
act, she cautioned, it would have to 
suffer the **coii^uence8 of wliat is 
happening in this part of the world*'. 

Tm Prime Minister emphatically de¬ 
nied that the ministers or non-omcials 
who had been sent abroad ig connection 
with Bangla Desh were on a begging 
mission. She dqilored the attempts to 
create such an impression and asserted* 
that these ministers had gone to msHkt 
the international community realise its 
respi^bility. **We must put the prob¬ 
lem in perspective to them (other nat¬ 
ions)**, she said. 

The Prime Miniter hoped that a 
political settlement would still be reach¬ 
ed in Ban^a Desh. The only person 
with whom such a political settlement 
could bo reached by the West Pakistan 
authorities was Mr Muiibur Rahman. 

She made it clear that the refuj^s ulti¬ 
mately would have to go back; they 
could not be settled here permanently. 

She, however, pointed out that theto 
refugees would not be sent back merely 
to be butchered. 

Pitiful Response 

Mrs Gandhi regretted that the assis 
tanoe received from abroad to alle 
viate the distress of the Bangla Desh 
refugees was only pitiable-^ne-tenth 
of what was required. She pleaded with 
members that they should not be unduly 
pessimistic about the ultimate outcome 
of the happenings across our eastern 
border. The problem, though intricate, 
had to be tackled boldly. 

The Maintenance of Internal Security 
Bill, which seeks to replace an ordi¬ 
nance issued by the President in May, 
re-introducing the preventive detention 
measures in a new but much milder 
form, came in for scathing criticism 
from the opposition members in the 
Lok Sabha. It could be passed only after 
a tough fight by the opposition, culmi¬ 
nating in a walk-out. The opposition 
members feared that the proposed Act 
would be made use of by the govern¬ 
ment to suppress them. The only oppo¬ 
sition group which gave reluctant and 
qualified support to the Bill was the 
Congress(0). The leader of this group, 

Mr S. N. Mishra, considered it a 
“necessary evil”. 


The, Bill, however was slouily defend- 
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erl by the Minister of State for Home 
. Affair^r Mr K. C. Pant, who |uloted it. 
Mr Pant asserted that the government 
had to emf^wor itself to take pitve^tive 
action against those who pose a threat' 
to the security and integrity of the 
nation. He made valiant efforts to 
assure the critics that the measure would 
be used with utmost care; it was not at 
all intended to be deployed by the ruling 
party to stifle political opposition. 

Mr Pant pointed out to the critics 
that the 1968-69 statistics relating to the 
then Preventive Detention Act showed 
that no 01 ^ had been detained merely 
because of political affiliation. He 
emphasised that the same approach 
would be continued. The government’s 
approach, he further stated, was not 
to detain anyone who could be prose¬ 
cuted for substantive offences under the 
law. 

The union Minister for Finance, Mr 
Y, B. Chavan, admitted in the Rajya 
Sabha that ho was not.satisfied with 
the assistance and concessions given for 
setting up industries in backward areas. 
TOese concession^, he stated, had been 
initiated as an experimental measure. 
After watching the progress for some 
time, it would be considered whether 
some other concessions were necessary 
for attracting entrepreneurs to backward 
areas. 

Mr Chavan disclosed that during 
1970^71, the Industrial Financial Cor¬ 
poration and the Industrial Develop- 
ment Bank had sanctioned Rs 7.96 
crores for industrial units to be set up 
in districts which have been identified 
by the Planning Commission os back- 
wacd. About Rs 5.24 crores were actual¬ 
ly disbursed during the year. The con¬ 
cessions allowed, Mr Chavan said, 
included : O') lower interest at the rate 
of 7 per cent per annum instead of the 
usual 8.5 per cent; (ii) repayment per¬ 
iod extending up to 15 to 20 years, 
instead of the normal 10 to 15 years. 

Mr Chavan vehemently ^nied that 
the public financial institution showed 
any partiality towards any particular 
state. He assured the House that he 
would take personal interest in steing 
that these institutions disbursed loans 
properly. 

Referring to the step.s being taken in 
regard to West Bengal, Mr Chavan rc- 
veaiedthat the newly-established Indus¬ 
trial Reconstruction Corporation,which 
’ was meant for the entire country, 
would first concentrate its activities in 
Calcutta and the nearby areas. The 
developmental effort in the public sec¬ 
tor too, he said, was being accelerated 
in West Bengal. 

The Minister for Revenue and Ex- 
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peiiditurc, K. R, Oanesh, rejected 
this week the demand f 0 r allowing ftir- 
ther increase in the dearness allowance 
of central government emplovces. The 
demand has been made through a 
calling attention notice by the LokSabha 
member Mr S. M. Banerjee (CPi), who 
had a^ued that according to the report 
of the Pay Commission, it was obliga¬ 
tory on the part of the government to 
grant an increase in dearness allowance 
to its employees when the 12-raonth 
average of the cost of living index work¬ 
ed out to 225. The Minister, on the 
other hand, asserted that the govern¬ 
ment would not consider any upward 
revision of dearness allowance until the 
12-month average reached 228. The 
interim relief granted with effect from 
March 1,1970, he pointed out, had cov¬ 
ered the cost of living index up to the 
average figure of 218, The average cost 
ofliving index for the 12 months to April 
1, 1972, worked out to only 225.83— 
much Jess than the 10 points rise neces¬ 
sary for a further revision in the dear¬ 
ness allowance in terms of the recom¬ 
mendations of the Pay Commission. 


Question Hour 

Sick Mills : The Minister for For¬ 
eign Trade, Mr I, N. Mishra, inform¬ 
ed th* Rajya Sabha on June 17 that the 
government did not favour merger of 
weak textile mills with stronger ones, 
as such a step would encourage the 
growth of monopolies. The sick mills 
as far as possible would be taken over 
by the National Textile Corporation, 
he said. 

Relief for Tea : The Minister for 
Foreign Trade, Mr L. N. Mishra, turn¬ 
ed down a suggestion in the Lok Sabha 
on June 16 for a reduction in the excise 
duty on tea or tax relief in any other 
form. His deputy, Mr A. C. George, 
earlier stated that there was no proposal 
under the consideration of the govern¬ 
ment for the nationalisation of the tea 
industry. 

Atomic Power Stations : The Prime 
Minister, Mrs Indira Gandhi, told the 
Lok Sabha on June 16 that the govern¬ 
ment was examining t^e possibility 
of setting up atomic power stations in 
the northern, western and southern 
electricity regionf. A committee had 


been a]^K»i|ted ’io sdM sidiaffale sites 
forthe pi]r|)M, ^. 

Plan Req^praisid j .1^ Minister of 
State for Pbumlng, Mr M^faan IMiaria, 
inftmned the Lok Sabha <m June 16 
that the emergiiig social and economic 
situation due to the influx of evacuees 
from Bahgla Desh and the tefiigee 
problem itself would be tak^n into 
consideration when the reappraisal of 
the fourtiynan was undertaken 

Marine Engfnea : The first marine 
engine of medium power being manu¬ 
factured at Ranchi is expected to 
coin]fleted' by the end of next month* 
This was disclosed in the Rajya SaUia 
on June 16 by the Defence Minister, 
Mr Jagjivan Ram. About 10 medium 
power engines, the Minister further 
stated, were expected to be produced 
during the current financial year. The 
rated capacity of the Ranchi Plant for 
the various types of engines, he said, 
was six high power, 60 medium power 
and 10 low power ezines. The import¬ 
ed component in the initial stages 
would be 50 per cent in the case of me¬ 
dium and low power engines and 55 
per cent in the case of high power 
engines. The import content would go 
down progressively and by 1973-74 it 
would be only nominal. 

Liceiisliig Policy : The Deputy Min¬ 
ister for Industrial Development, Mr 
Sidheshwar Prasad, told the Lok Sabha 
on June 15 that the government did 
not propose to decentralise industrial 
licensing. (Such a suggestion has been 
made by the Rajamannar Committee 
appointed by the Tamil Nadu govern¬ 
ment last year.) 

lA Losses : The Minister of State 
for Civil Aviation, Dr Sarojini Mahishi, 
infonned the Rigya Sabha on Juno 15 
that Indian Airlines was anticipating a 
loss of Rs 4.65 crores accotding to the 
revised estimates for 197(^71. The main 
reasons for the loss were: (i) frequent 
disruption of services; (U) increase in 
wages; (Hi) increase m excise duty on 
aviation fuel; (iv) loss of three F-27 air¬ 
craft; (v) re-routing of certain services 
to avoid overflying Pakistan; and (vi) 
increase in insurance for hljadciog risks. 
A committee, die disclosed, had been 
set up to examine the organisatioiuil 
and admhustnition structure ef the 
airlines and the relationship bdween the 
management and the emplaces.. 
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Japan's Impact on Developing 
0>untries 


JOSSLEYN HENNESSY 


London. 


« SPEEDING UP GEOWra 

The possiBiuiiESfbr speeding up growth 
in Xfswly dovelopiiig countries are exa¬ 
mined on the basis of the experience of 
Japan and tier immediate Aiuan neigh¬ 
bours in a thought-fffovoking essay by 
Mr Saburo Oidta (President of the 
Japan Economic Research Centre, and 
a member of the UN Committee on 
Development Planni^) contributed to 
an important symposium entitled Essays 
in Honaur ofTnorfcUKristensen^ recently 
published by OECD 1 looked at the 
first parb of Mr Okita's essay, dealing 
particulaTly with Japan’s experience. 
We last week. Today we look at the 
impact of Japan on some* newly develop¬ 
ing countries. 


an additional stimulus to the growth of 
their QNP and export trade* In the 
above three countries, hdwever, accele¬ 
ration of growth started much earlier 
than the escalation of the Vietnamese 
war; and the rapid expansion continues 
even though the war has passed its 
peak, which suggests that tne recent 
economic expansion in these countries 
springs from basic long-term structural 
changes rather than from the short¬ 
term temporary impact of the war. 

The export trade of South Korea 
expanded from S33 million in 1960 to 
$175 million in 1965 and to $455 million 
in 1968. in Taiwan the corresponding 


Ufores are $164, 450 and 802 millteir. 
Tne exports of local products from 
Hongkong have also doubled in the last 
three years. 

Major export items, in lecmtt years, 
from these three countries are predo¬ 
minantly labour intensive manufactured 
goods ftom light industry. Die growth 
of export-oriented manufacturing in¬ 
dustries has been the dominant factor 
in the rapid expansion of economic 
output in these countries. 

All three countries are dose to Japan. 
Until about I960, Japan was suffering 
from chronic over-population. This 
abundant labour supply enabled Japan 
to expand exports of labour-intensive 
products. Later, the situation began 
to change from labour surplus to lab^r 
shortage because of the continuing high 
rate of economic growth. The start of 
a rapid expansion of export-oriented, 
labour-intensi^ industries in South 
Korea, Taiwan and Hongkong roughly 
coincided with the beginning of the 
labour shortages in Japan. In recent 


Table 1 

GROWTH RATES OF REAL G.NvP. IN SOME EAST AND SOUTH-EAST 

ASFAN COUNTRIES 


The question whether or not the pro¬ 
cess of accelerated growth by means of 
the virtuous circle can be repeated in 
some of newly developing countries 
has considerable significance for the 
future of the world, since the accelera¬ 
tion of growth in these countries is 
vit^. Looking at the recent record of 
^NP growth and export expansion Mr 
Okita observes that exceedingly high 
rates of growth, comparable to those of 
Japan, are taking place in at least three 
•countries in east Asia, namely South 
Korea, Taiwan and Hongkong (Tables 
I and 11). These countries have features 
in common: (1) their manufacturing 
industry is growing rapidly; (2) exports 
of manufactured items are expanding 
fast; (3) they have an abundant supply 
of relatively well-trained and well- 
educated labour; (4) they are close to 
Japan and are strongly infiueiteed by 
the Japanese economy. 

In the case of South Korea, the 
annual rate of GNP growth in real 
terms was 13,4, 8.9 and 13.1 per cent 
respectively, in 1966, 1967 and 1968. 
For Taiwan the corresponding figures 
were 9.3, 9.9 and 10.3 per cent. (For 
Japan they wore 12.3, 12.9 and 14, 3). 
For Honikoug the corresponding GNP 
figures are not available, but its ex¬ 
port trade expanded by 15.8,15.3 and 
14.2 per cent in the same three years, 
it is true tbit Vietnamese war expen- 
^Utures have created an additipi^ de- 
tnand to countries close to Vietnam 
and tot these expenditures have been 


(Annual percentage changes) 



1956-60 

1961-65 

1966 

1967 

1968 

South Korea 

4,7 

6.5 

13.4 

8.9 

13.1 

China (Taiwan) 

6.6 

10.1 

9.3 

9.9 

10.3 

Philippines 

4,5 

5.9 

6.0 

6.6 

6.3 

Thailand 

10.7 {57-60)* 

6.9* 

8.6 

8.9 

6.0 

Malaysia 

3.1* 

6.4* 

5.7 

5 9 

$.4 

Indonesia 

0.9(58-60)* 

1.6* 

1.7 

0.8 

n.a. 

Burma 

5.7* 

2.7* 

-2.9 

-1.4 

n.a. 


♦ GDP. 

Sources: ECAFE Survey for 1966, 1967 and 
National Accounts Statistics for 1955-65. 

1968 and UN Yearbook of 
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GROWTH RATES 

OF EXPORTS IN SOME EAST AND SOLTH-EAST 
ASIAN COUNTRIES 




(Annual percentage changes) 


1956-60 

1961-65 

1966 

1967 

1968 

South Korea 

China (Taiwan) 

Hongkong 

Philippines 

Thailand 

Malaysia 

Singapore 

Indonesia 

Burma 

12.9 

5.9 

9.2 

6.9 
4.0 

4.3 
0.6 

—2.3 

0.0 

39.5 

47.5 

19.6 

6 5 

8.8 

5.3 

—2,8 

—3.4 

0.0 

42.9 

19.1 

15.8 

7 8 
9.0 
1.6 
12.3 
—4,0 
-13.4 

28.0 
19.6 
15.3 
—0.8 
1.0 
-3.1 
3.4 
—3.1 
-36.6 

42.2 

25.1 

14.2 
3.3 

--3.6 

10.4 

11.5 
4.7 

—9.8 


Source: IMF international Financial Statistics. 
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ywMt Jaftofi has been losing its inter¬ 
national competitive strength in many 
of the Iraditional export items to other 
newly industrialised countries. One 
example is raw silk. Japan was known 
as the major exporter of raw silk for 
several*decades in the past, but since 
1966 it has become a net importer. In 
« 1968, imports of raw silk amounted to 
823.7 million while exports of raw silk 
were only M.7 million. The major 
sources of raw silk for Japan are now 
mainland China and South Korea. The 
imports from S. Korea expanded fivc- 
fold» from 81 million to 88.1 million, 
in the last three years. While Japan's 
raw silk production and exports are 
dwindling because of labour shortages 
and high wage costs, Korean villages are 
booming with sericulture. Imports of 
silk fabrics into Japan are also increasing 
rapidly, from 84.2 million in 1966 to 
825.9 million in 1968. About two- 
thirds of the imports came from South 
Korea and their value has^xpanded six¬ 
fold in the last three years.' 

Colton yarn is another item that is 
turning from an export into an import 
item. Its major suppliers arc Pakistan 
and Taiwan. Cotton fabrics are still 
an important item from Japan. While 
in 196() exports amounted to S?5l 
million and accounted for nine per cent 
of Japan's total exports, they declined 
in 1968 to 8238 million, or only 1.4 per 
cent of exports. Meanwhile, imports 
of cotton fabrics are increasing steaddy 
and the major suppliers of low-grade 
cotton fabrics arc South Korea and 
Taiwan. 

Import of Textiles 

Total imports of textile goods into 
Japan expanded from 868 million in 
1966 to 8161 million in 1968 and those 
imp<irted from east and south-east 
Asian countries increased from 88 
million to 858 million. In addition to 
textile products, items such as toys, 
artificiiri flowers, footwear and electric 
appliances are increasingly being im¬ 
ported from other Asian countries: 
there arc also beginning to be signs of 
increasing imports of parts and semi¬ 
manufactured items for the automobile, 
electronics and other machinery in¬ 
dustries. 

Thus, labour shortage and high wage 
costs in Japan are stimulating the growth 
of production and exports of manu¬ 
facturing industries elsewhere in Asia. 
So far, this impact has been limited to 
relatively few items and, mainly, to 
countries near Japan; however, there i$ 
the possibility that this impact will 
spread over other commodities and a 
wider geographical area. One exam¬ 
ple is the growing interest in Indian 
government circles in the possibility 
of expanding complementary trade in 


manufactured items, indudiiig engineer* 
ing goods, between India and Japan. 

Apart from the increasing exports 
of labour-intensive manufactured items 
from Asian countries to Japan, there 

» 

Table III 


MARKET SHARES IN U.S. IMPORTS OF COTTON TEXTILES AND 

CLOTHING • 

m <Ptr cent) 



Cotton 

textiles 

Clothing 

_ti 

1962 

1967 

1962 

1967 

South Korea 

1.4 

2.2 

0.2 

* 

4.4 

Taiwan 

5.0 

3.7 

2.2 

4.0 

Hongkong 

14.8 

20.8 

17.1 

22.6 

Total 

21.2 

26.7 

19.5 

30.0 

Japan 

34.8 

26.5 

29.4 

24.7 


Source : Annual Survey on Foreign Trade, 1969. Ministry of International 
Trade and Industry. UN Conuuodily Trade Statistics. 


Table IV 

CHANCES IN EXPORT SHARES IN U.S. MARKET, JAPAN AND 
DEVELOPING COUNTRIES 

(Percentage shares) 


1960 1967 


are possibilitiM of «i;p«Bdiw axpoftl 
simifar products to odtH' ^ 

markets such as .the VnitM.. 
Canada, Aus^ndta, New Zeduid . and 
Europe. Exports of those Itemk to the 
United States and other high^inoomB 



Japan 

Developing 

countries 

Japan 

Developing 

countries 

PlNWood 

50 4 

18.8 

33.4 

54.1 

Silk fabrk'N 

7-3.6 

2.5 

41.4 

5.9 

Tovn and doIJs 

76.0 

8.2 

45.5 

27.3 

LJmbrcllus 

87.9 

2.8 

61.5 

33.9 

Utensils 

80.7 

0 6 

71.9 

11.1 

Transistor radios 

97.6 

0 5 

77.7 

19.7 

Decoration li^'hls 

99.1 

0.7 

84.4 

14.9 

Tools 

39.9 

0 1 

32.5 

6.5 

Sewing machines 

65.1 

O.l 

57.5 

0.3 


Soiircev Economic Planning Agency, Government ol Japan, Annual Eco¬ 
nomic Survey. 1%8. 


Table V 


MONTHLY W AGES IN THE TEXTILE INDUSTRY-JAPAN AND OTHER 

ASIAN COUNTRIES 

(US dollars) 




1964 

1965 

1966 

1967 

Japan 


62.8 

69.6 

76.8 

- 85.2 

South Korea 


13.5 

15 4 

17.7 

22.6 

Pakistan 


26.5 

23.5 

25.7* 

P fc 

India 


30.4 

34.3* 

22.4* 

• 4 

Taiwan: Dail> wage. 

1 mtirlc 

1.03 

1.07 

1.15 

P « 

1 female 

0 68 

0.70 

0.73 

« 4 


* Tentalivt estimates. 

Source: Foreign Trade Survey. 1969, Ministry of International Trade,and 
Industry-(Original source: 1LO Year Book of Labour Statistics). 
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■.utiiiilim have hebik eKpaading rafijdiy 
in .Mbeui; yhini. Hhble Ul show^s the re- 
Ja^ shaves in United 

hnito^ ctf: eotton textiles and 
clotUiig IMvima ia{ii^ Korea, 
Tdiwan and Hon^tmg. The shares 
foiis to Sonth Korea, Taiwan and 
HOt^fcong are inoreasin^ at Japan's 
oiMpse. TaUelV shows more evidence 
of a BeoUiung share of Japanese pto- 
ducts in tSb United States and a corres- 
^nding rise in the share oMie develop¬ 
ing countries. Even the imtively new 
export items from Japan, such as transis¬ 
tor. radiosand sewing machines, are los¬ 
ing to newly developing countries. 

The basic fhetor underlying this 
development is the growing wage gap 
between Japan and other Asian count¬ 
ries, As we saw here last week, wages 
in Japan are rising; fast and the impact 
oHhis on the international division 
of labour will become increasingly ap¬ 
parent. A’s shown in Table V wage dif¬ 
ferentials between Japan and other 
Asian countries have been widening. 

Basic Question 

One of the basic questions is whether 
or not the accelerated growth which is 
taking place in Japan and in some 
neighbouring countries is likely to 
affect other Asian countries, or even 
other parts of the developing world, 
so that the economic growth of the de¬ 
veloping countries as a whole can be 
raised. According to the recent growth 
record in east and south-east Asia, a 
few countries such as Thailand, the 
Pbltippines, Malaysia and Singapore 
seem to have attained relatively nigh 
rates of growth, although they have been 
heavily influenced by the Vietnamese 
war expenditures and the fluctuations 
in the terms of trade of their primary 
export commodities. In Europe, loss 
developed oountries such as Greece, 
Yugosiavia-and Spain, have attained a 
ia|»d growth of over six per cent a year 
in 1960-1967. Some of the Latin Ameri¬ 
can countries, such as Mexico and Peru, 
have attaiw d similar growth rates. 

Although the rates of growth of these 
countries are not comparable to the 
v^y high rates of South Korea and 
Taiwan, there seems to be a general 
possibility that higher growth rates will 
ho attained in the years to come. One 
thing that app^s to be common to 
^ countries attaining high rates of groivth 
is that they are in an intermediate stage 
of devekmment. This transitional stage 
was citw recently as one of the reasons 
for rapid economic growth of Japan. 

Experienioe in Japan and nearby 
suggests that among the seve- 
tal factors pondudve to .a high rate of 
jfero^h grewlh of 

foctuting industries, (bj export-oneitted 


eomtomic growth, (c) cost conscious¬ 
ness of the business enhKriMw about 
dteir i^ucts, (d) w^iis^md small 
and medium-sized indwridt developed 
mainly by private initiarive, (e) relative¬ 
ly elBcient and productive agriculture, 
(0 rdativefy high stmtdard of educa¬ 
tion and public adndnistration, (g) 
paucity of indigenous natural resources 
which necessitates exports of manu¬ 
factured goods, (h) aggressive import 
of foreign know-how and its adaption 
to local conditions, and (i) frequent 
cases of the separation of imported 
know-how from imported capital or 
management participation. 

Thus, it seems necessary to develop 


export-oriented manufacturing indust¬ 
ries in ofder to attain rapid economic 
growth. One exception would be count¬ 
ries with rich endowments of exportable 
natural resources such as oil and mine¬ 
rals. Mr Okita thinks it astogisl^ng 
that India's total exports should be about 
the same as those of Hongkong. It 
is true that the larger countries can 
depend more on domestic markets 
than smaller countries^ But it may also 
^ true that if a country, largo or small, 
flnds the balance of payments bottle¬ 
neck a major constraint on growth, it 
should seek to break tlfe bottleneck 
by every possible means. To do this, 
India might look carefully at the example 
of accelerated growth in east Asia. 


Partners, Not Friends 

E*B* BROOK 


VIENNA. 

Thi: curhentuy most significant deve¬ 
lopment in western Europe and among 
leading industrial countries generally 
is the increasing economic tension 
between the United States and its 
partners. This development has been 
brought into sharp renef this month at 
the International Banking Conference 
in Munich, at the 10th meeting of the 
ministerial council of the OECD (the 
Organization for Economic Co¬ 
operation and Development) in Paris, 
in the US Congress and in a speech by 
the French President at the end of 
an official visit to Belgium. 

The tension is so deeply established, 
so long developed and now so potent 
that expression of it has been remark¬ 
ably frank. Western Europe, Japan 
and the United States have come to a 
sharp clash of interests which can no 
longer be disguised by references to 
^'partners and friends". The facts reveal 
that these three areas have become 
competitors in the sharper sense of that 
word with economic interests and 
policies vitally at variance. 

The American plain speaking was 
led by the US Treasury Secretary, 
Mr Connaliy, who complained that, 
while the USA had supported the 
growth of west Europe^s Common 
Market, had led repeated efforts to 
cut tariffs multilaterally and accepted 
pleas for considerable tariff protection 
from the others, it found little or no 
co-^iation in attempting to reduce 
tariffs and a complete failure by western 
Europe to share the toavy cost of its 
nuclear defence, 

meeting 

SecreUty t^ Shate, Mr W»D, Rogers, 


was, if less blunt in expression, equally 
insistent that trading and tariffs must 
be co-operative aflairs and not com¬ 
petitive. By an enlarged Common 
Market the USA would expect its 
interests to be taken more fully into 
account. The USA is particularly irri¬ 
tated at the lack of appreciation by 
its political associates of the fact that 
the costs of its huge contribution to 
western defence relate to economic 
condition.s. The deficit in the US 
balance of payments helps to ensure 
security for the non-communist world 
and for west Europe in particular and 
the 5,000-million-dollar balance of 
payments costs for military expenditure 
overseas have consistently exceeded 
the size of US basic payments deficits. 
This is the fact which the USA insists 
that the OECD lakes more fully into 
account when assessing the American 
position. 

US Objections 

More to the point, the USA is 
beginning to be insistently critical of 
the Common Market’s exclusiveness, 
its high tariffs and generally self-pro¬ 
tecting attitude. It voices increasingly 
strong objection to the inroads made 
into American exports by the extension 
of preferential trading areas by the 
Common Market in developing coun¬ 
tries. It sees in western Europe’s careful 
restriction on imports from Japan the 
cause of the intense concentration by 
Japanese industry on importing into 
the US markets. The operation of the 
common agricultural policy of the 
Common Market, also, seriously hin¬ 
ders the development of American 
agricultural exports to Europe. A 
threatened new artificial curb to US 
industrial exports to Europe arises 
from the possibility of further pre¬ 
ferential arrangements between the 
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Common Market • and some non- 
member industrialised countri^ in 
Europe. 

This IS a long tally of complaints 
from .a major trading country which 
claims to have inflation rates below 
those of its major European partners, 
and which seeks by trading to reduce 
its balance of payments deficit. The 
official US view on its containment of 
inflation in America is not, however, 
shared on '4 Wall Street where the 
success is regarded as no more than 
modest. In the last three months the 
quantity of money in the US economy 
surged at a rate faster than in 
any three-month period since 1950. 
Unless checked, this could lead to a 
new bout of inflation and the First 
City National Bank has w^arned the 
Federal Reserve that it 1s in imminent 
danger or‘putting the US economy 
back on the roller coaster.'* 

European Counterweight 

The Europeans arc also not at all 
impressed by the US charges nor by 
the display of disappointed indignation 
at Europe's ungrateful lack of co¬ 
operation and its studied policy of 
self-interest. The French President 
claims that the US dollar is now so 
weak that it cannot be used much 
longer as an internatinal monetary 
standard. He claims that the dollai cons¬ 
tantly loses value because of Ameri¬ 
can internal policy and considers that 
Europe should create a counterweight 
to the dollar through a monetary 
unit that should not be “purely and 
simply depjTidonl on the dollar.’* The 
French insist that Europe must 
distingiiLsh itself from America because, 
if It does not, the close ties between 
the two areas would result in the Euro¬ 
peans becoming American “and we 
do not want to be American; we 
want to be European with a European 
way of life” distinct from the current 
crisis in civilization that has “resulted 
from an industrial development speci¬ 
fically American.” 

While the French and the Europeans 
generally insist on the maintenance of 
the Bretton Woods Agreement and that 
the USA must not try to pass its balance 
of payments problems on to others 
and continue to buy up European. 
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companies with “ovttrvaliied do4rairs^\ 
the Chairman of the US Congress Joiiit 
Economic Subcommittee finds that 
under the present monetary system 
the US “unnecessarily cripples itself 
by its inability, under the Bretton Woods 
system, to alter its exchange rate with 
other countries.** His solution is 
formally to end the US commitment to 
sell gold to foreign banks at 35 dollars 
an ounce and eventually to have the 
Federal Reserve System support the 
exchange value of the dollar by opera¬ 
tions in foreign exchange markets. 

One basic cause of these international 
recriminations appears to be that these 
otherwise friendly states are all using 
systems that have become partly out¬ 
dated. The Bretton Woods system has 
been in use for 23 years and, like the 
OECD itself, was created at a time of 


urgent post<wer i;e«pvery when . 

oonadetations were overtidhtjfe 
ditioa chareeterietic nthei^of the 
than the 20th ceatuiy. Nownatioiuil 
interests have bpen replaoed very lar¬ 
gely by groups—the Common Market. 
EFTA, Comeoon amwig othen—whioh. 
have established new forms of indus¬ 
trial, farming and social cooperatioa. 
and. of iijlprnational trading. There 
is reason for study of the proposal that 
a new multinational body be set up 
to discuss problems arising ftom the 
novel techniques in international 
finance and trade. Ndther the OECD 
nor OATT are remarkably elastic and 
all institutions tend to conservatism 
in method. The danger is that, without 
some new methods, today’s “partners 
and friends” will continue to wrangle 
until some really serious diiferences 
arise between them. 


ARE YOU CONCERNED 
ABOUT 

mnnpufmmrP 

Then your views and suggestions are 
valuable. 

The Expert Committee on Unemployment 
invites views and comments that will help 
the Committee in the task assigned to It. . 
The Committee is interested in the 
following aspects 

1) Directions In which programmes In the 
Fourth Five Year Plan could be more 
employment-oriented. 

2) Strategy for generating amploymant. 
both short term and long term Including 
technical, finanefal and flacal measures. 

3) Specific programmes to promote productive 
employment among the educated 
unemployed in general and tha taehnieal 
personnel In particuiar and to suggest 
measures to rectify tha Imbalance between 
the out-turn of educated and taehnieal 
persons on the ona hand and tha available 
employment opportunities on tha other. 

Views and comments are welcome from 
indtvlduale as well as aaaoclatlona. 

P/dese sand your eomnuinleaHons btfon 
July 15,1971. 

N. $. fandey I VigyaA Mmvmi Amiaae 
NembafCStCFatary I Mndsiia Asai Read 
Expert Cemmittaa on I Mew OsIM-J. 

UncmplaynMiit | savp sUosym 
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The sine of Jkwaharial Nehru ere being' 
visited*iiot so much on the head of his 
daughter af on the heads of the people of 
this country «iho now happen to be her 
subject* A shaip^witfted and rather 
sha^tonhdcd friend of mine (who more 
or lik& belongs to the profession to which 
1 do) remarked recently that India would 
have been saved a great deal of trou¬ 
ble if only on that fateful day of August 
15, 1947, there had been somebody 
man enough in Indian politics to compel 
Nehru to take up the vice-chancellorship 
of some university—any university— 
for the rest of his (i.e. Nehru*s) natural 
life.' Unfortunately, what actually hap¬ 
pened was that Nehru was allowed 
to function as the Prime Minister of 
India for some 17 years and during 
this period he had managed to impose 
on the Gdvemment of India a foreign 
policy and worse still a set of foreign 
pc4icy attitudes which,. in crisis after 
crisis, whether in his own tifotirae or 
after, miserably failed to serve the in¬ 
terests of this country. 

At no time, however, was this failure 
more da^rous to our national security 
than it is now when India finds itself 
perilously alone in coping with the re¬ 
percussions of the Bangla Desh move¬ 
ment on its national economy and 
social fabric as well as on its political 
relations with an aggressive and chroni¬ 
cally hostile neighbour. Although the 
Government of India has been crying 
hoarse that Pindi^s effort to suppress 
the people's movement in East Bengal 
with the use of massive military violence 
constitutes a threat to peace in these 
parts of the world, the big powers 
have decided apparently to treat the 
matter primarily and mostly as a huma¬ 
nitarian question of assisting in the 
relief and rehabilitation of the ravaged 
people of East Bengal, whether in their 
own country or on Indian soil where 
millions of them have sought refuge. 

It must be a matter of concern for 
our people and shame for our govern¬ 
ment rimt the latter has so far been 
signally unsuccessful in lobbying for the 
East Bengal situation to be raised in 
the Security Council as a political issue 
threatenii^ world peace. So very futile 
has been our diplomacy an this respect 
that the Prime Minister has been reduced 
to compWntng that the United States 
is being influenced in its judgment of the 
stottbn in East Bengal by the British 
Foreign Ofllce to such an extent that 
ttisindiiiedtotreat theissueof fiangla 


Desh as merely yet another Indo- 
Pakistan dispute. Mrs Gandhi may 
be justified in arguing that had the 
world powers put suffioetn: pressure on 
Pmdi at the very beginning, the latter 
mjght have been forced to seek a polit¬ 
ical compromise rather than a military 
decision as a means of settling the 
Awami League's demand for radical 
changes in the political dispensation in 
Pakistan. But she is surely being naive 
when she insists on the proposition that 
the world powers should have no diffi¬ 
culty in agreeing with India that it was 
—and isk—tn • their own interests to 
exercise pressure on Pindi to seek 
accommodation with a political move¬ 
ment in East Bengal which is aiming at 
ending the hegemony exercised by the 
government in Pindi. 

This takes me to my earlier point 
about the basic weaknesses in our foreign 
policy as Jawaharlal Nehru chose to 
fashion it or foist it on the Govern¬ 
ment of India. Perhaps the most d^- 
lorable of those weaknesses is the facile 
assumption on the part of successive 
administrations in New Delhi that other 
countries could not but come round to 
taking the same view on Pakistan as 
this country or its government docs. 
It has been a perilous premise of our 
diplomacy that sooner or later we 
would be able to persuade the big 
powers to share our own assessment of 
Kkistan in its impact on the chances of 
peace or progress on the sub-continent. 

The Prime Minister has ruefully con¬ 
fessed that the prospects of the big 
powers of the world community exert¬ 
ing their influence on Pindi to negotiate 
a political settlement with accredited 
leaders of East Bengal are becoming 
more remote, but this dose of realism 
has not been enough to make her see 
the hollowness of her declaration that 
the Government of India is determined 
to ensure the return to East Bengal of 
every man, woman or duld which has 
crossed dver into this country. At 
the time of writing, the number of these 
refugees is as near to six millions as 
makes no difference. It is a safe pre-* 
diction that the Government of I^ia 
would be as helpless in removing this 
vast number back into East Bengal 
as it was in preventing their influx 
into our country in the first instance. 

The issue here is not whether we 
should have used force along our 
borders to cheek the arrival of these 


unfortunate peoplb who were fleeing 
into India for their very life but 
whether any effective sanctions are 
open to New Delhi to force these 
people to go back to a country where 
they have still so much to fear. If 
the implication to Mrs Gandhi's dec¬ 
laration that the refugees would have 
to go back is that she is confident of a 
liberal political settlement being reached 
in East Bengal sufficiently soon, 1 for 
one am tempted to say that her middle 
name must be Micawber. Whatever 
Mrs Gandhi may choose to believe 
or say for public consumption, 
the greater part of the current 
flow of refugees from East Bengal 
will simply soak into or stagnate 
oii the more or less hospitable 
earth of India. 

* * 

The Hindustan Times reported the 
other day that a large sum of money 
was spent on remodelling and deco¬ 
rating what was the office room of 
a mere secretary to the government so 
that it could become a habitation fit 
for an honourable Member of the 
Centra] Cabinet. A prompt denial of 
the press r^^rt was issued on his 
behalf, the omcial or^ semi-official ver¬ 
sion being that the expenditure incurred 
had been grossly exaggerated. This 
may be so, but the more relevant fact 
is that the VIP concerned, Mr Uma 
Shankar Dikshit, has become a minister 
in New Delhi for the first time at the 
ripe old age of 69 going on to 70. 
The Hindustan Times, I am sure, will, 
on second thoughts, agree that Mr 
Dikshit's years entitle him to special 
consideration. Had he been fortunate 
enough to become a minister while 
he was much younger, he would no 
doubt have been content to take his 
fill of ministerial privileges, perquisites 
and prerogatives unhurriedly over a 
period. As it is, he is an old man in a 
hurry who must make up for lost time. 
In any case, The Hindustan Times 
should not have cavilled at the pains 
taken by the Ministry of Works and 
Housing of which, incidentally, Mr 
Dikshit is the presiding minister, to 
provide him with an attached bath¬ 
room by adapting an office room to 
that purpose. It is a well-known fact 
that ancient gentlemen do need to be 
assured of ready and easy access to 
toilet faciifties. 

V.E. 
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ANNOUNCEMENT REGARDING THE ISSUE OR EQUITY SHARES 

THIS IS Or4.Y AN ANNOUNCEMENT AND NOT A PROSPECTUS r j : 

* j ' ' ' < 

Persons interesleS In fulTdeteits my obtain KOfkiB«i the Ptospec^iw and Aiipiicotttas Porm froH <lta ' ' Y. 

brolters and bankers aientloaed below. 

THE SUBSCRIPllON LIST WILL OPEN AT THE COMMENCEMENT OE RANKING HOURS ON M<K41>AY, ' 
JULY 5,1971 AND CLOSE AT THE CLOSE OF BANKING HOURS ON SATURDAY, JULY 17,1971 OR EAR¬ 
LIER AT THE DISCRETION OF THE DIRECTORS, BUT NOT BEFORE THE CLOSE OF BANKING HOURS OK 

WEDNESDAY, JULY 7,1971. 

CHEMICALS AND FIBRES OF INDIA LIMITED 

* 

(Incorporated under the Companies Act, 1956) 

. Registered Office: “Crescent House”, 19, Walchand Hirachand Marg, Ballard Estate, Bombay-1. 


EXISTING AND PROPOSED ACTIVITIES: 

The Company was incorporated on March 29, 1961. 
Imperial Chemical Industries Limited, U.K. presently holds 
60 % of the Equity Share Capital of the Company. 

The Company manufactures polyester staple fibre which 
it markets under the trade mark Tcrcnc*. The fibic is mixed 
by customers with other natural and man-made fibres in an 
optimum blend, spun into yarn and ultimately woven, dyed 
and finished into fabric. The fabrics made from ‘Terene’ 
polyester fibre such as suitings, shirtings, saris, dress/katr.eez 
materials and furnishings are extremely popular for their 
excellent performance characteristics such as crease-resis¬ 
tance, pleat retention and high durability owing to their 
high resistance to abrasion. Such suiting, shirting, Faris 
and dress materials are also colloquially Imown as ‘'Wash- 
N-Wear” garments owing to the dimensional stability of 
‘Tcrenc’ polyester fibre. 

The Company manufactures its ‘Terenc’ polyester fibre 
under a Technical Collaboration Agreement with Imperial 
Chemical Industries Limited which had developed its own 
polyester fibre sold throughout the world under its well- 
known trade mark ‘Terylene’. The Government of India 
has approved the terms of this collaboration. The Agree¬ 
ment is for a period of ten years from the commencement 
of prodnetion on a commercial scale which commenced on 
April 1,1965. Under the Agreement ICI provided all techni¬ 
cal information and know-how covering design and procure¬ 
ment of equipment, construction, start-up and operation 
of the Company's plant. Under the Agreement ICI also 
provides training of personnel in the operation of the plant 
and makes available continuing development and research 
information as well as licences under all relevant patents in 
the manufacturing and user fields. Assistance is also being 
given in the development of end-uses of the product. For 
the continuing know-how niade available, the Company pays 
ICI a royalty. 

The Company’s initial licenced capacity was for 2041 
tonnes of polyester fibre per annum. By licence No. L/23/ 
5/fi/ 67.Ch. 1 dated May 27, 1967 the Government of India 
approved the increase in the Company's capacity to 
4,500 tonnes per annum and the increased capacity be¬ 
came fully operational in 1968. Pursuant to the application 
in this behalf, the Government of India issued a Letter of 
Intent dated November 29, 1968 for further substantial ex¬ 
pansion of the existing plant from 4,500 tonnes per annum 
to 6,100 tonnes per annum of polyester fibre. One of the 
conditions of the Letter of Intent was that the Company 
would undertake an increase in the association of Indian 
capital by reduction in the foreign equity. The present 
issue is being made to meet this condition. The Govern¬ 


ment of India has since converted the Letter of Intent into 
a Licence bearing No. L/23/5/18/71/Ch.l/SE dated Feb¬ 
ruary 3, 1971. 

LOCATION OF THE COMPANY’S PLANT: 

The Company’s plant is situated in the Tran^Thana 
Creek Industrial Area of Maharashtra. 

SHARE CAPITAL: 

AUTHORISED: 

1,00,00,000 Equity Shares of Rs. 10/- each Rs. 10,00,00,000 

ISSUED, SUBSCRIBED AND FULLY 
PAID-UP: 

49,00,000 Equity Shares of Rs. 10/- 
each of which 24,00,000 Equi¬ 
ty Shares of Rs. 10/- each 
were issued as Bonus Shares Rs. 4,90,00,000 

PRESENT ISSUE : 

4,45,455 Equity Shares of Rs. 10/- each 
at a premium of Rs. 15/- per 
share Rs. 44,54,550 

OUT OF THE PRESENT ISSUE: 

1,78,182 Equity Shares of Rs. ]0/-each 
at a premium of Rs, 15/- per 
share have been offered for 
subscription by those Mem¬ 
bers resident in India whose 
names were on the Register of 
Members of the Company at 
the close of business on Fri¬ 
day, May 7, 1971 in the 
proportion of 10 new Equity 
Shares for every 109 existing 
Equity Shares held on that 
date on condition that the 
Equity Shares not taken up 
by them will also be available 
for meeting applications 
from the public Rs. 17,81,820 

NOW OFFERED FOR PUBLIC 
SUBSCRIPTION: 

2,67,273 Equity Shares of Rs. ]0/-each 
« at a premium of Rs. 15/-per 

share Rs. 26,72,730 

Rs. 44,54,550 
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BOARD qv IMtKECTOKS: 

Ataa VUMm HRIimj (Chainum md Managing Dircetcr), 
, 22 A, Antangzeb Road, New Delhi- 
BHaa BWian RltcUe, (Managing director). 

No. 5, Malabar Court, Ridge Road, Malabar Hill, 
Bombay-b: 

NevBle New WaAa« (Director), 

“Cm Fibole*’, CH. 6922, Morcote, (Ticino), Switzerland. 
GoHoaJiMes Falrbaiia Mackdy, (Director), 

47, Cottesmore Court, London, W.g. 

Akbar HylMi, (Director), 

' “Neptune Court", Napean Sea Road, Malabar Hill, 
Bombay'S. v 

Dr. Noftaa James Hugh Wallis, (Director) 

‘Barisca*, Naburn Lane, Fulford, York. 

Daya Bhnahaa bbkindra, (Director), 

3, Malcha House, 23, Sardar Patel Road, New Dethi-21. 


IBjbpJIal Mtganlal Purshotamias, 

Stock Exchaiige Building, Apollo Street, Bombay-l. • * 
Champakhl Devldas, 

B'hupeu ChambSts, Dalai Street, Bombay-1. 
Hadkisendass LukkasMass,' 

Stock Exchange Building, 5th Floor, Apollo SU 
Bombay-1. 

Merwaujee Bomanjee Dalai, 

Allahabad Bank Buildings, Apollo Street, Bombay-I. 
P.R. Subramanyam & Sons, 

70-A, Stock Exchange Building, Apollo Street, Bombay-l. 
Valli Bhimji, 

Old Stock Exchange Building, Dalai Street, 6ombay-l. 
Jamaadas Morarjee & Co., 

8-10, Dalai Street, Bombay-]. 

Chimaidal J. Dalai ifc Co., 

107, Stock Exchange New Building. Dalai Street, 
Bombay-l. 


SECRETARY: 

Joseph Eiydh Jhirad, 28, Hill Park, Powai Road, Bombay-6. 

BANKERS TO THE ISSUE: 

National and Grladlays Bank Ltd., 

Lloyds Braiwh, Dr. Dadabhoy Naoroji Road, Bombay-l, 
or their main Offices at Bangalore, Calcutta, Cochin, 

Delhi, Hyderabad, Kanpur, Madras and New Delhi. 

Pnalab National Bank, 

llacoHouse Branch, Sir Phirozeshah Mehta Road, Bombay-l 
or their main Offices at Ahmedabad, Bangalore, Calcutta, 
Delhi, Hyderabad, Indore, Kanpur, Madras, New Delhi, 
Poona and Surat. 

First National City Bank, 

293, Dr. Dadabhoy Naoroji Road, Bombay-l, or their 
main Offices at Calcutta, Madras and New Delhi. 

SOUCITORS: 

Crawford Bayley & Co., 

State Bank Annexe Building, Bank Street, Bombay-l. 

AUDnORS: 

Lovelock >& Lewes, 

Elphinstone Building, {2nd floor), Vir Nariman Road, 
Bombay-l. 

REGISTRARS: 

The Investment Corporation of India Limited, 

Ewart House. Bruce Street, Fort, Bombay-l. 

MANAGING BROKERS: 

Place, Siddons & Gough (Privste) Limited, 

6, Lyons' Range, Calcutta-1. 

Lewis & Jones, 

Bank of Baroda Building, Apolllo Street, Fort, Bombay-l. 

BROKERS: 

BOMBAY 
Lewis & Jones, 

Bank of Baroda Building, Apollo Street, Bombay-l. 

BatUvnls A Karanl, 

tjnicm Bank Building, Dalai Street. Bombay-l. 


CALCUTTA 

Place, Siddons & Googh (Private) Ltd., 

6, Lyons Range, Calcutta-I. 

G. M. Pyne, 

Allahabad Bank Buildings, 14, India Exchange Place. 
Calcutta-1. 

Chnnllal T. Mehta, 

8, Lyons Range, Calcutta-I. 

MADRAS 
Paterson A Co., 

Vanguard House, 3rd Floor, 11/12, Second Line Beach, 
Madras-1. 

Chitra & Co., 

322/323, Linghi Chetty Street, Madras-1. 

Kotharl A Sons, « 

Kothari Buildings, Nungambakkam High Road, Madras-24. 
NEW DELHI 

Harbans Singh Mehta A Co., 

33, Regal Buildings, Parliament Street, New Delhi-1. 

Raja Ram Bhasin A Co., 

Jewan Mansion, 8/4 D.B. Gupta Road, New Delhi. 

H. P. Mehta A Co., 

Akash Deep, Barakhamba Road, New Delhi-]. 

Behari Lai A Co., 

IS, Stock Exchange Building, Asaf Ali Road, New Delhi-1. 

AHMEDABAD 

Chioobhal Chimsolal Dalai, 

Fatebhai’s Haveli, Ratanpole, Ahmedabad-1. 

Ratilal Mansukhlal Parifch, 

0pp. Stock Exchange, 2221/3, Manek Chowk, 
Anmedabad-1. 

BANGALORE 
M. Naajappaiah Jahglrdar, 

205, Cavalry Road, Bangalore-42. 

HYDERABAD 
P.B. Afmipark«r, 

Sultan Bazar, Hyderabad (Andhra Pradesh). 
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Trade 

CENTRAL LOANS FLOATED 

The Governmeni of India has an¬ 
nounced the floatation of three new 
loans of 7. 15 and 30 years’ maturity, 
aggregating Rs 375 crorcs. The loans 
are: (i) 4.75 ptr cent Loan 1978 to 
issued at Rs 100.00 pci cent and re¬ 
payable at per bn July 1,1978; (n) 5.25 
per cent Loan 1986 to be issued at Rs 
100.00 per cent and repayable at par 
on July I, 1986: and (/ir) 5.75 per 
cent Loan 2001 to be issued at Rs 
100 .00 per cent and repayable at par 
on July 1, 2001. Subscriptions to the 
above loans will be received in the 
form of cash, cheque or securities of 
4.50 per cent Loan 1971. 

Subscriptions will he received from 
July 1, 1971 to July 3, 1971, but the 
subscription lists may be closed earlier 
without notice as soon as the total subs¬ 
cription amounts to Rs 375 crorcs. The 
government reserves the right to re¬ 
tain subscriptions up to 10 per cent in 
excess of the notified amounts. If the 
total subscriptions received for the new 
loans exceea the notified figure plus 
the amount of 10 per cent retaina1:^e 
as aforesaid, partial allotment will be 
made in respect of the cash subscript¬ 
ions received and the balance refunded 
in cash as soon as possible. 

The securities of the 4.5 per cent 
Loan 1971 will be accepted for con¬ 
version at par. Interest at the rate of 
4.5 per cent per annum on the securities 
of 4.5 per cent Loan 1971 tendered for 
conversion will be paid upto and inclu¬ 
sive of June 30, 1971, at the time of 
issue of the new securities. 

The new loans will bear interest from 
July 1, 1971. Interest on the loans will 
be paid half-yearly on January 1 and 
July 1. Interest payable on the secu¬ 
rities of all the three loans will be liable 
to tax iiuder the Income-Tax Act, 1961. 
Interest on government securities along 
with income in the form of interest or 
dividends on other approved invest¬ 
ments will be exempt from income-tax 
subject to a limit ofRs 3*000 per annum, 
and subject to other provisions of 
Section 80 L of the Income Tax Act, 

1961. 

\ 

REPAYMENT OF LAON 1971 

The outstanding balance of the 4.50 
per cent Loan 1971 is repayable at par 
on July 1, 1971 and no interest will 
accrue thereon from that date. The 
holders, if they desire, may tender their 


Winds 


securities for conversion into any of the 
new loans b;ing floated viz. 4.75 per 
cent Loan 1978,5.25 percent Loan 1986 
and 5.75 per cent Loan 2001. Those 
who do not desire to convert their secu- 
ritie.s may, to facilitate repayment on 
the due date, tender their securities at 
the public debt oflice, treasury or the 
branch of the State Bank of India or its 
subsidiary banks (at which they are 
enfaced/registered for payment of inte¬ 
rest), on or after June 21, 1971. Full 
details of the procedure for conversion 
of the securities or obtaining their dis¬ 
charge value can be obtained from any 
of the aforesaid oflices. 

AID FOR FERTIUSERS 

Britain and the United States today 
committed aid loans totalling Rs 28 
crores for a giant fertiliser complex to 
be built in Gu jarat by the Indian Farm¬ 
ers Fertilizer Co-operative Ltd (IFFCO). 
This is the first time Britain and the 
United States have collaborated on a 
single development project in India. 
Their combined loans will meet almost 
all the foreign exchange costs of build¬ 
ing and equipping the complex, which 
will be the biggest of its kind in India. 
The complex will be completed in 1974 
and is expected to produce fertilisers 
sufficient to increase India's food pro¬ 
duction by more than 2.2 million me¬ 
tric tons. The agreements for the Bri¬ 
tish credit of £ 7 million (Rs 12.6 
crores) and the US credit of S21 
million (Rs 15.75 crores) were signed 
in New Delhi recently. 

The project has been undertaken with 
the co-operation of Co-operative Ferti¬ 
lisers International (CFI), a nonprofit 
organisation owned by 13 US co-ope¬ 
rative organisations. The CFI is donat¬ 
ing one million dollais (Rs75 lakhs) to 
iFFCO. The most sophisticated equip¬ 
ment manufactured in India, America 
and Britain will bt used to pioduct 
a wide range of fertilisers suitable for 
the soils of 10 Indian states : Andhra 
Pradesh, Gujarat, Haryana, Madhya 
Pradesh, Maharashtra, Mysore, Punjab, 
Rajasthan, Tamil Nadu and Uttar 
Pradesh. Distribution of the fertilisers 
will be handled by societies belonging 
to the groups of more than 30,000 
co-operative societies which have joined 
together to foim IFFCO, 

The first stage of the fertilhier pro¬ 
duction process will be at Kalol, where 
a giant factory will convert gas from 
the area’s natural gas fields into am¬ 
monia. US-financed equipment will 


primarily to mstalted here. Moat bf tfi^ 
ammonia produced wiBb^eoUveetedtR 
an adjacent plant into urea, a nitrogen- 
rich fertiliser. Equipment jSurohased * 
with British aid funds wifi oonstitutet 
the core of this urea plant. British equip¬ 
ment will also be used to a large extent 
in the plant for the manufaeturt of 
compound fertilisers to be erected at 
Kandla pori, some 250 miles f^om 
Kalol < » 

U«K. GRANTS FOOD AID 

An agreement was signtd recently 
formalising an offer made some time 
ago whereby the UK is giving India a 
grant of £5,00.000 (Rs 90 lakhs) for the 
purchase of wheat, grain or flour during 
the harvest year 1970-71. This is the 
third year in which such grants have 
been made by the British government to 
India. This gift fulfils part of the obli¬ 
gation which the United KinadofU 
accepted under the terms of the Food 
Aid Convention which came into tifect 
in 1968. Under this Convention the 
United Kingdom agreed to provide 
225,000 tonnes of grain or thje cash 
equivalent each year for three years as 
assistance to developing countries. This* 
grant is additional to the financial aid 
and technical assistance which the 
United Kingdom makes available to 
India each year. 

‘LEAST-DEVELOPED' NATIONS 

Afghanistan, Bhutan, Nepal, Sikkim, 
Laos, Yemen, Maladives and Western 
Samoa are among the world’s 25 “least- 
developed” countries, according to a 
United Nations report. The report, 
prepared by the Committee for Deve¬ 
lopment Planning—an advisory body of 
18 experts-^points out that India and 
Indonesia, although not qualifying as 
least-developed, have a very large num¬ 
ber of poor people. The 25 countries 
classified as least developed have been 
selected as they meet three main crite¬ 
ria—per capita income of Jess than 
$100 (Rs 750) a year, manufacturing 
'accounting for less than 10 per cent of 
the Gross Domestic Product and a 
literacy rate of less than 20 per cent for 
15-year olds and above. Among the 
25 least developed nations, 16 are 
in Africa, including Uganda. Sudan, 
Somalia, and Ethiopia, and only Haiti 
in Latin America. 

AIRLINES' CO-OPERATION 

Broader operational and technical 
co-operation among most of Europe'^s 
major airlines will result froin a recent 
resolution to enlarge the “Montapar- 
nasse Committee” established four years 
ago by 10 European carriers. To re¬ 
flect the enlargement of its spofii agd 
membership, the Committee abo 
decided at its recent plenaiy session 
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ta London to cbawb its nnne to 
Airlines Montaparnaste 

Called after the Montapamam, Pa- 
^ he^ office of Air Franci., at whose 
jnitHitive it was fouitckd in Junt 1967, 
the MontapartUiSw Committee had as 
its original objective the co-operation 
among its 10 member airlines for the 
most efilcitnt and economic operatirn 
of the new laige^pacity sub-sonic jet¬ 
liners and of the coming super-sonic 
transport aircraft. Charter members of 
ue Committee were Aer Lingus, Air 
France, Alitalia, BOAC, Iberia. KLM. 
Lufthansa, Sabena, SAS, and Swissair. 
Meanwhile, the Committee has admit¬ 
ted nine additional carriers, bringing 
its total membership to l9 airlines, 
all of which arc members of the Tnter- 
nati onal Air Transport Association. 

RT" 

AH of the 19 European airlines have 
undertaken to pool their individual 
experiences for the common interest of 
the European airlines community, en¬ 
abling them to co-ordinate their acti¬ 
vities in af many technical and operat- 
ionjal fields as possible. Co-operation 
of the Comrnittte member airlines has 
already resulted in standard design of 
ground installations and ordering of 
initial stores of aircraft parts, fixtures, 
and spares 

world nickel outlook 

Mr Henry S. Wingate, Chairman of 
the International Nickel Company of 
Canada Ltd, devoted a good deal of 
his annual address to the shareholders 
of the company in making an incisive 
analysis of the pattern of actual world 
consumption of nickel during the decade 
1960 to 1970 apdin forecasting of the 
likely trend in consumption of the metal 
in the ten-year period 1970-1980. 
Over the past ten years there was a 
basic upward direction in the demand 
for nickel and the years 1971 and 1972, 
according to the chairman, are likely to 
be periods in which production capacity 
will outdistance nickel demand. For the 
balance of the decade the expected 
demand and industry's capacity to meet 
it will remain in very close balance. 
The nickel consumption which was 
estimated at a little under one billion 
pounds in 1970 is expected to bt 
doubled by 1980. 

The chairman also gave a broad 
ptctuce of a$ to how the consumption 
b&s moved ahead in some sisninc^t 
and imignificaiU nickle consuming 
countries of tjte world. Italy, for 
instance, consumed in 1960 only 14 mil¬ 
lion pounds andErance 43 million lbs. 
Tea years later consumption hid tripled 
in Italy end risen by 8S per cent m 
Prance. In 19S0tlie combined con- 
auiaivtioo in the two countnel wlU be 

Hie entire 


European Economic Community's con¬ 
sumption of primary nickel in 1980 is 
proved at 450 million pounds, which 
is twice as much as for iffO. The record 
for Japan is dramatic. Thepe was a 
fivefold increase in the Gonsuxrtption of 
primary nickel by the Japanese industry 
during 1960-70. It rose ftom 40 mil¬ 
lion pounds in 1960 to about 200 million 
lbs by the end of last year and the 
demand is expected to grow up to 450 
million lbs by the end of 1980, the same 
as projected for the ESC. Nickel 
consumption in 1960 amounted in 
Canada to 12 million pounds and in 
the USA to 220 million pounds. By 
1970 it had increased three times in 
Canada and 50 per cent in the USA. 

CAFT 

Chemicals and Fibres of India Ltd— 
popularly known as CAFI—has set 
up a landmark in the field of exports. 
From 'mini* proportions it had made 
'jumbo* strides in exports within a short 
span of time. A modest start in exports 
was made in 1966. Since then it had 
made phenomenal progress and its 
exports have already crossed the Rs 3 
crore-mark and a further leap forward 
is expected in the current year. This is 
truly an astounding performance for 
a company which is essentially con¬ 
cerned with the manufacture of'Tercne* 
fibre. 

CAFFs fabulous export products are 
developed exclusively by the CAFI 
technical service laboratory and they 
are then converted into export merchan¬ 
dise at over 25 mills and garment 
factories under the closest scrutiny and 
supervision of CAFl's highly equipped 
quality control department. Whh ac¬ 
cent on quality and emphasis given to 
the retention of traditional Indian 
designs, CAFFs products eryoy a 
reputation in overseas markets for 
thtir excellence, exclusiveness, quality 
and durability. A wide range of fabrics 
and ready-to-wcars both in 100 per 
cent ‘Terenc’ and in ‘Terene* blended 
with silk, cotton, jute, viscose and camj 
hair are being increasingly marketed 
and arc being sold in over 35 internatio 
nal markets, stretching from Australia, 
Afu'ca, the Far East, the Middle East, 
to Europe and the USA. To make the 
products more and more popular the 
company takes an active part m all 
major international trade fairs and ex¬ 
hibitions. It is worth mentioning here 
that Imkemex India Ltd, the export 
house recognised by the Government 
of India and the winners of an out¬ 
standing export award, is handling 
CAFFs exports. 

HEAVY DUTY FUSE-SWITCHES 

Larsen A Toubro has put on the mar¬ 
ket, for the first time in India, indigen¬ 
ously developed low tension heavy 


duty fuse-switch units. The units in 
the newly introduced range arc rated ’ 
at 250 A, 400 A, and 630 A, They can 
make and break currents up to 300 per 
cent of the rated current at 0.3 power 
factor at 110 per cent of the rated vol¬ 
tage. Thus these units comply; with 
heavy duty fuse-switch standards. These 
type FB fuse-switches are extremely 
compact—a welcome feature for switch¬ 
board manufacturers^and incorporate 
a number of safety features. The swit¬ 
ching is double break; fuses are com¬ 
pletely isolated when the switch is 'off*. 
The operation is quick -make and quick- 
break, manually independent and has a 
positive break feature. The fuse-swit¬ 
ches are of a totally enclosed, dust 
and vermin proof design and can be 
had in elegant sheet steel enclosures or 
cast iron enclosures. The indigenous 
development of the fuse-switches was 
backed by L AT’s extensive design and 
testing facilities. Special attempts have 
been made to ensure maximum uti¬ 
lisation of indigenously^ available raw 
materials without sacrificing high per¬ 
formance and safety standards. 

NEW KEROSENE PRICES 

The union government has issued an 
order amending the Kerosene (Fixation 
of Ceiling Prices) Order, 1970. The 
order, issued under the Essential Com¬ 
modities Act, 1955, has fixed the basic 
ceding of selling prices of kerosene jn 
bulk per kilolitre cx-slorage points as 
follows: (In rupees) 
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Kaudla 

504.46 

309 03 

474.34 

Okha 

505.67 

310. 25 

479.37 

Bombay/ ) 
Koyali J 
Goa 

501.30 

305.87 

476.74 

503 10 

307.70 

476.70 

Cochin 

503 80 

308.40 

..... 

Madras 

5IJ.72 

316 39 

496.10 

Vizag 

509.10 

313.75 


Calcutta/ *1 
Digboi/ 1 
Gaulinii/ f 

515.88 

320.69 

494.93 

Barauni J 





NAMES IN THE NEWS 

Mr TeJ Kumar Sethi, Managing 
Director of Binod Mills Co. ltd, Ujjain, 
was elected as the Chairman of the 
Indian Cotton Mills* Federation for the 
year 197] at a meeting of the committee 
of the Federation held on June 10, 
197]. Mr K. Snndaiam, MP, Director, 
lakshmi Group of Mills and Mr 
Balfcrishiw Harival'abbdas, Managing 
Director ofShri Ambica Mills ltd, 
Ahmedabad, were elected as Dq^iUty 
Chairman and Vice-Chairniun, respec¬ 
tively. 
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G>mpany Affairs 


TISCO 

The DiRCCTOjts of Tata Iron and Steel 
Co. Ltd have maintained the equity 
dividend at R& S.60 per share for the 
year ended March 31, 1971, thus main- 
taming thc^ratc of distribution for 
the fourth year in succession. Dalai 
Street greet^ the announcement and 
the senp gained by 50 paisc to Rs 105. 
T^he scrip after opening slightly higher 
at Rs 105 in Bombay on June 16, moved 
up to Rs 105.25 and closed at Rs 105 
as against the previous c!.'>sing of Rs 
104.50. 

Sales exceeded the Rs 150 crores-mark 
and stood at Rs 150.75 crores as com¬ 
pared to Rs 144 37 crores in 1969-70, 
Gross profit scaled to a new peak and 
.stood higher at Rs 30.27 crores as 
against Rs 24.52 crores in the preced¬ 
ing year. The sharp rise in the profit 
in the face of sustained escalation in 
costs IS a welcome feature of the com¬ 
pany’s operations during the year. The 
provision for depreciation was stepped 
up from Rs 13.19 crores to Rs 16,10 
crores. The increa.se is partly due to 
larger additions to plant and machinery 
during the year and partly due to the 
revision m the rates of depreciation and 
re-classification of assets as per the 
amendment to the income-tax rules with 
effect from April 1, 1970. The appro- 
wiation to taxation reserve was raised 
from Rs 5.20 crores to Rs 6 70 crores 
and for development rebate reserve 
from Rs 2.25 crores to Rs 3.10 crores. 
The net profit, after these ailocations, 
amounted to Rs 4 37 crores as com¬ 
pared to Rs 3 88 crores in 1969-70. 
The entire amount was transferred to 
general reserve. PrcfcrciKC dividends 
will claim Rs 0 84 crore, the same as tn 
the preceding year, and equity dividends 
will absorb Rs 4 42 crores, the same 
as m the earlier year, and it will he paid 
out of the general reserve. 

MUSCO 

Mahindra IJginc Steel Company Ltd 
has finalised the financial plan for 
balancing equipment and it is m the 
process of releasing the orders for 
plant and equipment required to pro¬ 
duce 24,000 tonnes of finished steel on 
an integrated and sustained basis. 
Although the company produced more 
than 25,000 tonnes in 1970 which was 
made possible by re-rolhng about 1,500 
tonnes of blooms into finished prod¬ 
ucts, it has nv>t lulled the company 
rroD» forging ahead with the balancing 


scheme. In furtherance of its plans to 
expand the capacity of the plant and to 
achieve maximum economies of scale 
the company has submitted to the 
government a comprehensive plan for 
expanding the productive capacity up 
to 60,000 tonne) of finished tool, alloy 
and special .steels per annum. In the 
context of the windening gap between 
demand and production of alloy and 
special stecK in the country, the com¬ 
pany expects a favourable decision from 
the government shortly. This was rev¬ 
ealed in the annua] statement of the 
Chairman, Mr Harish Mahindra, to the 
shareholders of the company. 

The chairm^in urged the Government 
of Maharashtra to re-structure the power 
tariif in the state in a way which would 
give certain t.ingible benefits to power- 
mtensive industries. As electric power 
is one of the basic inputs for producing 
steel in electric furnaces, the chairman 
aiguod, that ii was therefore necessary 
to revise the power tariff applicable to 
metallurgical industnes in particular 
>vith a view to giving a competitive 
edge to steel produced within the state. 
As other slates such as Haryana, Ke¬ 
rala, Madhya Pradesh, Mysore, Pun¬ 
jab and Rajasthan are ojfermg different 
kinds of conctvssions or rebates to elec¬ 
tro-chemical and electro-metallurgical 
industries, the chairman hoped that the 
committee appointed by the Govern¬ 
ment of Mahaiashtra to inquire into 
this question would keep these facts in 
mind inasmuch as power costs would 
largely determine the growth prospects 
of metallurgical industry in Mahara¬ 
shtra. The state, according to the 
chairman, should aspire to have at 
least 25 per cent of the liquid metal 
capacity and this can only be achieved, 
in the opinion of the chauman, if the 
disincentive in the form of a high 
power tariff ^^as removed. 

The chairman welcomed the setting 
up of mini .steel plants. He, however, 
cautioned the government to go th<v 
roughly into the pr 9 duction cost aspects 
so that they can meet effectively the 
competition ftom the integrated steel 
plants. 

JAY SHRKE TEA 

Jay Shree lea and Industries Ltd 
has reported striJting improvements 
in its working results during the year 
ended December 31, 1970. Ntw re¬ 
cords were set up by the company in 
many fields of its operations during the 


year. Sales soared to Rs R99 croees |!rodi 
R 18 . 8 I <ns>resiMrhik gross profit teci^ 
(ted a smart rise to R« 
from Rs 102,26 Uikhs in 1969^ Agglnst 
the background of alt-round rise in 
costs of production the workiiig results 
should be considered very satimetory; 

Out of the gross profit, the directors 
havesetasumof Rs41.041akh6<to ^ 
preciation reserve as comtlUrtd to Rs 
42.71 lakhs in 1969 while the appropria* 
tion to the development rebate reserve 
was stepped up by Rs 1.68 lakhs to Rs 
4.681akhs. Taxation absorbed R$ 58,50 
lakhs as against Rs 22.50 lakhs in the 
preceding year while the allotment to 
development allowance reserve was re¬ 
duced by Rs 1.25 lakhs to Rs 2.75 
lakhs. This leaves a higher surplus ofRs 
58.04 lakhs as compared to Rs 30.06 
lakhs in 1969, Out of this, an amount 
ofRs 53.04 lakhs was appropriated 
to general reserve as against Rs 25.05 
lakhs a year ago. Encouraged by the 
working results, the directors have en¬ 
hanced the equity dividend to Rs 1.10 
per share as against Rc 1 per share paid 
previously. 

The directors visualise a bright fu¬ 
ture for the company considering that 
all its units are Working efficiently. 
The quantity of tea harvested, for ins¬ 
tance, rose from 8.42 million kgs to 
10.16 million kgs. The directors feel 
that with modern techniques of cultiva¬ 
tion,perennial plucking and better cont¬ 
rol and supervision, there is considerable 
scope for further increase in produc¬ 
tion followed by sizable rise in profits, 

ANDHRA BANK 

A branch of Andhra Bank Ltd, the 
largest banking institution in tho private 
sector, was inaugurated in New Delhi 
last week by Mr V. V. Giri, the Presi- 
dont of India, This will be the second 
branch of the bank in the caj^tal. 
The bank has niadc remarkable pro¬ 
gress in branch expansion, deposit 
mobilisation, advances to priority sec¬ 
tors and other fields particularly since 
1968. The number of branches for ins¬ 
tance, fiJiot up from 121 in 1968 to 220 
in 1970 while deposits swelled from Rs 
40.90 crores to Rs 65.05 crores. The 
number of depositors multiplied from 
275,000 to 418,000 during the same 
period while advances almost doubled 
from Rs 25.48 crores to Rs 46.27 ceores. 

It is interesting to observe that the 
Andhra Bank is the only *lead bunk' in 
west Godavari, east Godavari and Sri- 
kakulam districts in AntUmt Pradesh 
and Canjam district in Orissa. Under 
the special ^technical scheme* the bonk 
has finanobd a number of deserving 
technocrats to the extent of lOO per 
cent of the requirement of plant and 
machinery and also cent per cent of the 
requirement of working cagritgl, Ag 
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To feed the fuel-hungry Emperor—India's first Jumbo (capacity 
1,80,000 litres of jet fuell) posed a challenge to Indianoil 

indianoil's Aviation Engineers successfully met it by designing • 

giant rafuallaraof45,000 ntra capacity— the biggest ever 
fabricated in India with indigenous components—capable of 
delivering fuel at the rate of 4,500 litres per minute 

Indianoil, the nation's largest oil refining Er marketing organi-t 
sation keeps pace with the latest technology—in a viatio n as 
well as other industries. 
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on DfanntMr 31. 1970, the bank’s 
outstanding advance* to a^omtiual 
Motor touohed Re 9.85 aKiMjL'«tii« 
Ucaits sanctiond being lU 13,18 cioiv 
es. At tlt0*end tMT list year the bank 
bad fin a n ced about flSO aniaU'acale 
units with Bancdoned limits of Rb 14.S0 
.crotes and outstandings to the tune of 
Rs 7.01 erotes. tt also financed exports 
to a oonsideniMe extent. In brief, as 
on D^oonber 31, 1970, out of the total 
advances of the bank amounting to Rs 
46.27 CK^ advances to the priority, 
sectors aggngated Rs 18.64 crores 
aoconnting fbr 40 per cent of the total 
advances. All in au, 1970 was an year 
7>f all round growth and expansion for 
^ bonk and it is well poised for reach¬ 
ing new heights in all s|d)eres of its acti¬ 
vities in the years to come. 

ZUARI AGRO CHEMICALS 

Mr K. K. Biria, Chairman of Zuari 
Agro Chonicals Ltd, has struck 
an. optimistic note about the fntun 
prospects of the company. Tto cons- 
truebon work at the project site at Goa 
has maintained its progress so far. The 
design and engineering work is subs¬ 
tantially ow^lete, all makH: items of 
importra and indigenous machinery 
have been ordered and the ohdl works 
connected with the various buildings 
have also made satisfkctory progress. 
The prodnet costs remain so far within 
the original budgeted amount of Rs 
56.55 crores de^te an increase in 
capital costs as a resnlt of the new 
budget levies. Barring unforeseen 
ciicunutances, the plant is expected to 
go on stream by the second half of 
1972. In all, it win be producing 430,000 
tonnes of fertilizers, consisting of 150,000 
tonnes of 'uramphos’ 28 : 28 : 0. a 
highly concentrated complex fertilizer 
and 280,000 tonnes of urea. The com¬ 
pany is now directing its efforts in set¬ 
ting up a well-knit sates organisation 
to deal with the large tonnage of ferti¬ 
lizers that will be rolled out of the mills 
by the later half of next year. 

UMCA 

A welcome addition to the cold drinks 
available in Delhi this summer is 
“timea” — a delicious mixture of lime 
and lemon fortified by isotonic sails 
and vitamin C. Produced to the speci¬ 
fications of its Italian counterpart by 
Bisieri India Private Ltd, Limca 
was introduced here a few days ago 
by Delhi Bottling Company who 
are the authorised bottlers of 
the product in the northern region. 
The northern region is the third 
one whereLimea is currently available, 
the other two beiim the western and the 
southern itgions. Shortly it is proposed 
to introduced in east India where 
Alflkudyogare expectedto bethe autho- 


ristd bottlers. The concettUate for the 
entire country i*' produced in Bombay. 

NEW isstnss 

Chcttitchb miA Flbrea IMIa Ud is 
ofTering for public subscription 267,273 
equity sham of Rs lOee^atapr^um 
of Rs 1$ pershare. The subscription 
list opens on July 5, and wilt close on 
July 17 or earlier but not before July 7, 
1971. The company has an authorised 
captial of Rs 10 crores and an issued, 
subscribed and fblly paid-up capital of 
Rs 4.90 crores. The present issue is for 
445,455 equity shares 0f Rs 10 each 
at a premium of Rs 15 per riuure. Out 
of the present issue, 178,182 equity 
shares of Rs 10 each at a mwum of Rs 
15 per s^re have been onbzed for subs¬ 
cription by those members resident in 
India wtum names were on the Register 
of Members of the Comimy as on May 
7, 1971 in the proportion of 10 new 
equity shares for every 109 existing 
^uity shares held on that date on condi¬ 
tion that the equity shares not taken by 
them will also be available to the public 
for subscription. The lemaining 267,273 
equity shares of Rs 10 eadh are thrown 
for public subscription at a premium of 
Rs 15 per share. 

The company is engaged in the 
manufacture of polyester staple hbre, 
which it markets under the trade mark 
Tcrent’, in technical collaboration with 
rmperial Chemical Industries Ltd. It 
started with an initial capacity of 2041 
tonnes of polyester fibre per year. 
The capacity was substq;uently raised 
to 4500 tonnes per annum and 
the increased capacity becanu 
fully operative in 1968. Meanwhile 
the company received a letter of intent 
for expanding the annual capacity fur^ 
ther to 6,100 tonnes from the existing 
capacity of 4,500 tonnes. The letter of 
intent was issued to the company on 
condition that the company would 
undertake an increase in the associat¬ 
ion of Indian capital by reduction in 
the foreign equity capital. The present 
issue is being made to fulfil this cona¬ 
tion. The Imperial Chemical Industries 
Ltd, UK, presently holds 60 per cent of 
the equity capital of the company. 

Straw j^odnets Ltd entertd the capi¬ 
tal market on June 25 with a public 
issue of Rs 20 lakhs divided into 20,000 
cumulative rtdtemable preference shares 
of Rs 100 each carrying an interest of 
9.3 per cent per annum. The amount 
of Rs 100 per share is payable in full 
on application. The ^plication must 
bt for a minimum of five shares or 
multiples of five. The subscription list 
will close on July 6 or earlier at the dis¬ 
cretion of the directors but not before 
June 28, 1971. The entire public issue 
is underwritten bylilC, ICICI and 
National Insurance Company Ltd. The 
company manufactures different varie¬ 
ties of boards jn its factory at Bhopal 
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and high grade ^rimini and writing^ 
paper in its paper mills of Jaykaypur in 
Orissa, the existing annual capacities, 
of the factories being 13,000 tonnes and 
19,000 tonnes respectively. The paper 
unit at Jaykaypur is being expanded 
for manufacture of 9,500 tonnes an¬ 
nually of top grade light weight papers 
such as tissues, manifold, air •mall, 
bank bond and other sjb^i^ity papers, 
M.G. pa^rs and coated papers and 
boards. The capital cost of the expan¬ 
sion scheme is placed at Rs 8.52 crores. 
The proposed issue of preference shares 
for Rs 20 lakhs will meet a part of the 
finance required for expansion. 

Gaiturat Polyamidei Lift, in which 
Bai'oda Rayon Corporation Ltd has 
substantial interests is entering the 
capital market on June 28 with a pub¬ 
lic issue of Rs 238.63 lakhs consisting 
of 12,86,300 equity shares of Rs 10 each 
and 110,000 (9 5 per cent) redeemable 
cumulative preference shares of Rs lOO 
each. The subscription list will close 
on July 8. The directors may close it 
earlier if the issue is heavily oversubs¬ 
cribed but the closing of the list will 
not be earlier than July I, 1971. Out 
of the public issue, equity shares worth 
Rs 42 81 lakhs and the entire issue of 
preference shares have been underwrit¬ 
ten by TDBI, Lie, ICICI, IFC, tJTl, 
and Indian Guarantee and General 
Insurance Company Ltd. The remain¬ 
ing equity capital of R$85 82 lakhs will 
be taken up by Baroda Rayon Corpo¬ 
ration in case the issue is not fully subs¬ 
cribed by the public. 

The company is establishing a plant 
to manufacture iiylon-6 yarn with a 
capacity of five tonnes per day at 
Udhna, Surat. This will be the first 
nylon plant in Gujarat. Tt has entered 
into a collaboration agreement with 
the well-known Italian firm, Messrs 
Ttalviscosa Eastern Trading S.p.A, who 
are the associates of Messrs Snia Vis- 
cosa S.p.A. one of the biggest manu¬ 
facturers of man-made fibres and plants 
in Europe. The capital cost of the 
project is estimated at Rs 11 crores and 
ij will be financed by raising equity 
capital of Rs 3.30 crores, preference 
capital of Rs i.lO crores, foreign ex¬ 
change loan from ICICI and IFC of Rs 
3 12 crores, Italian credit of Rs 0.70 
crore and rupee loans and debentures 
worth Rs 2 77 crores from IDBJ, IFC, 
UTI and LIC. 

The plant will be on stream by the seco¬ 
nd half of 1973. The directors are of the 
opinion that in the absence of unfore- 
leen circumstances the company will 
be in a position to declare its maiden 
dividend much earlier than other nylon 
manufacturing companies. As the com¬ 
pany’s shares are commandina subs- 
tantifvl premium in unofficial dealsu the 
market circles feel that the public issue 
of the company will be oversubscribed, 
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Our merger with our friends The 
Standard Bank Limited was effective 
from Ist JaAuai^ 1970 and in the en¬ 
suing year most satisfying progress 
has been made towaids our final goal 
of the closest iK>ssible collaboration 
compatible with the interests of the 
respective banks and thereby those of 
the share-holders in our joint fortunes. 
In particular, plans are well advanced 
for a joint international division which 
in size and diversity will have greater 
scope for handling the large and wide¬ 
spread demands of international com¬ 
panies and yet will still give that per¬ 
sonal service which our customers, no 
matter how small or in what part of 
the world, have come to expect. 

Although, as usual, the year did not 
pass without one or two political set¬ 
backs, the most important of which was 
the nationalisation of our business in 
Libya, 1970 was a successful year in 
which we were able to take full ad¬ 
vantage of steady conditions in most 
of our territories and of increasing 
world trade. Once again too the rela¬ 
tive stability of all the major currencies 
enabled us to give exchange cover to 
our large trading customers without 
undue risk to ourselves, and in this 
connection it is reassuring that H.M. 
Government has agreed to rtntw the 
guarantees against the cfTects of de¬ 
value Lion for those countries of the 
sterling atea maintaining the greater 
portion of their overseas balances in 
London, l-urthcrmorc, in spite of 
some underlying weakness in the Uni¬ 
ted States dollar, and a reluctance of 
some of the more powerful countries to 
regard Special Drawing Rights as de- 
sitrable alternatives to gold and curren¬ 
cy holdings, there has been an obvious 
concerted effort by central bankers to 
play down, and eradicate if possible, 
any' disparities arising from pressures 
in the foreign exchange market. Whilst 


changes in the parties of any of the 
world's leading currencies might there¬ 
fore appear unlikely in the near term 
future we cannot overlook the extra¬ 
ordinary power generated in free Euro 
currency markets which could exert 
sufheient pressures from the flow of 
hot money to over-^ride the monetary 
policies and interests of individual 
countries. The United States dollar 
will, however, continue to suffer all 
the stresses, which we know so well, of 
being a reserve currency. There is too, 
in spile of more inclination tu write and 
talk of a world central bank, very little 
likelihood of a fundamental change in 
the present system for a long time to 
come. 

Mention has been made of the na¬ 
tionalisation of the Commercial Bank 
S.A.L. in Libya, the flrfft joint Libyan 
bank founded and in which We held 
forty-nine per cent of the capital. It 
is not easy to understand either the 
political or economic reasons for this 
action but Libya, a'rich country, has 
promised to pay full compensation. 
Last year I referred to our expectation 
that India would reimburse us in full 
for the nationalisation of the Allaha- 
l^ad Bank Limited, and 1 pleased 
to say that We have received the first 
of the three compensation instalments. 
Only Burma still shows no intention of 
honouring its promises and obligations 
and so assumedly can still have no 
plans for enlisting overseas aid to un¬ 
derpin its ailing economy. 

This Year's Accounts 

The consolidated balance sheet 
figures have again increased and this 
year total £1,010 millions, an inciease 
of £75 millions over the figure for 1969. 
Current, Deposit and Othey Accounts 
have increased by £60 millions and Ad¬ 
vances to Customers and Other Ac¬ 
counts by £50 millions. In The Char¬ 


tered Bank's own accounts £4,400,000 
has been transferred from inner re¬ 
serves to the Reserve Fund which now 
stands at £22 millions. In the Group 
accounts, capital and consolidated pub¬ 
lished reserves together with the balance 
on profit and loss account now total 
£34,210,908, an increase of £5,046,998 
over the corresponding figure fbr 1969. 

Dividends are now payable in their 
entirety to our parent, Standard and 
Chartered Banking Group Limited, 
whose first accounts to 31^t March 
1971 cover a period of 15 months. 
In consequence the dividends, paid and 
proposed, totalling £2,950,000, which 
appear in the profit and loss account 
exceed by £590,000 fhe amount which 
would be required on a twelve months’ 
basis. To accommodate the excess 
payment The Chartered Bank's own 
transfer to Reserve Funds froir pub¬ 
lished profits has been reduced from a 
figure of £1,000,000 in 1969 to £600,000 
and there is a reduction in the carried 
forward balance on profit and loss 
account from £1,045,622 to £948,790. 

IntroductkHi to Overseas Survey 

In order to adjust more nearly to 
the yearly report of our friends The 
Standard Bank Limited this survey 
covers a period of fifteen months to the 
end of March 1971, which is perhaps 
useful for the last three months of the 
period saw some unusual and unexpec¬ 
ted political twists and changes affect¬ 
ing some of the countries in which we 
operate. 

Generally speaking the Vietnam war 
has been going on so long that as such 
it no longer commands over-i;iding 
interest and it is significant that news¬ 
papers both in the United States and in 
this country think that the only events 
worth stressing are so called reserves 
for the United States and South. Viet- 
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nam forces. Full credit h seldom 
given for the steady progress achieved, 
partitiuHirly in restoring large areas of 
South Vieti^ to near normal condi¬ 
tions and to the building up of that 
country’s armtd forces to a strength 
that will prevent the country falling 
into communist hands as United States 
forces are withdrawn. There is still 
some coheern in ntighbouring count¬ 
ries that political pressure in the Uni¬ 
ted States is dangerously accelerating 

• the running down of both personnel 
and effort but President Nixon and his 
Chiefs of Staff are hardly likely to 
countenance any precipitate moves in 
negation of the principles involved in 
the intervention; nor could they for 
one moment allow it to be thought 

• that all the effort and loss of life had 
been in vain. 

Reference is often made to the prob¬ 
lem of the developing countries with 
particular emphasis on the extent to 
which their agricultural produce, and 
hence often their economies^* are at the 
mercy of world prices but for many 
years now in even the more developed 
as well as the underdeveloped count¬ 
ries of Asia another problem has been 
increasing and now coining on top of 
the population explosion bids to out¬ 
weigh all others. This is the ever grow¬ 
ing trek of the country people to the 
large cities in the area and many go¬ 
vernments are at their wits end to find 
solutions for the traffic congestion, 
pollution and squalid living conditions 
that arist from the overcrowding in the 
vast conurbations of the countries’ ca pi- 
tats. Plants to assist agiicuhurc and 
stop the denuding of the country-side 
arc seldom effective and even with in¬ 
creased budget allocations for welfare 
few countries have sufficient resources 
to arrest let alone eradicate these social 
evils. Perhaps this should now be 
the main area for imemational assis¬ 
tance, be it soft loans or technical aid. 

India 

At the opemng of the year the situa¬ 
tion in India was, to say the least, con¬ 
fused as there was complete indecision 
at the centre and a,total Jack of Icader- 
Aip while in mai^ States, especially in 
West Bengal, thd outlook was indeed 
dieertess. ThoCohgress Party had been 
torn asunder and Mrs Gandhi found 
herself the head of a minority govern¬ 
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ment whose sole objectivo Mis to remain 
in power with a view to atrengthening 
its position until fresh ^mtions could 
be held which her party could hope to 
win. To accomplish tUs Mrs Gandhi 
sought theivpport of minority parties 
and, as was inevitable, insecurity led 
to indecision so that the major prob¬ 
lems which faced this great sub-conti¬ 
nent remained unresolved and the 
country, to an extent, was allowed to 
drift without guidance or leadership. 

Although the general elections were 
not due to be held until 1972 it is a 
measure of the political acumen of the 
Prime Minister that she accurately 
assessed the mood of the country by 
.calling an early election in 1971 almost 
a year before it was due and her judge¬ 
ment was vindicated 1^ her Party 
obtaining an overwhelming majority 
in the lower house. By discarding many 
of the stalwarts in the old Congress 
Party she portrayed a new image, which 
was reflected in her own approach to 
the public and helped the swing in her 
favour. The second largest party, which 
hardly constitutes opposition, is the 
divid^ communist party and it is inte¬ 
resting to note that of the twenty-five 
mem1>ers of the C.P.M., no fewer than 
twenly were elected from 'West Bengal. 
This suggests that the communist party, 
despite all the vicissitudes through which 
the country has passed, has not gained 
in stature since the last etection. 

With the necessary two-thirds majo¬ 
rity the Prime Minister will now have 
full powers to promote her policies and 
will have a continuing degree of stability 
in the administration. However, there 
will not now be the excuse of a divided 
government for failing to honour elec¬ 
tion pledges and the voters will now 
expect Mrs Gandhi not only to imple¬ 
ment her policies but also to show that 
they are beneficial to the country in 
order to prove she is worthy of support. 
The destiny of a vast population esti¬ 
mated to be 570 million persons, de¬ 
pends on democracy in India under her 
leadership moving forward peacefully 
and above all with stability. The 
gieatest test is likely to come in the 
effectiveness of the steps which must be 
Idlkcn to restore law and order. What*^ 
ever the basic cams of uncest, political, 
economte or straighribrwaid discon- 
t<^t at Hvim condilkms, no country 
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can hope to make progress until a modi¬ 
cum of discipline is installed intoHls 
labour fcMTce. For too long the authori¬ 
ties have been sitting on the fence and 
allowing employers to bear the brunt 
of violent and other labour disruptions, 
which threaten the whole structure of 
the economy. Over the past year or so 
there has been a divergence of opinion 
in the thinking of the government in 
power and that of the country’s indust¬ 
rialists on future development as there 
has been an apparent jireference for 
government to give scope and assistance 
to a new group of entrepreneurs to the 
detriment of expansion by the already 
existing internationally-known busi¬ 
ness houses. Whether this policy will, 
in the course of time, bear fruit is a 
matter for conjecture but at this crucial 
period in the country's fortunes it may 
have been wiser for established entre¬ 
preneurs to be given more scope to 
uttlisd advantageously their expertise 
and resources. In many ways 1970 was 
a year of disappointments and while 
there have been gains in certain sec¬ 
tors there were serious setbacks in 
others. The most rewarding achieve¬ 
ment was in agriculture, where for the 
fourth year in succession there was an 
excellent harvest, and it was possibly 
because of this good fortune and the 
sufficiency in foodgrains that Mrs 
Gandhi’s party decided to hold the 
elections at a time when conditions 
otherwise were far from propitious. 
At last the government’s rather belated 
official recognition of the importance 
of agriculture is reaping its reward. 
Unfortunately any increase in the out¬ 
put of food grains is to some extent 
nullified by the continued substantial 
rise in the population figures, and this 
seems an insoluble problem. 

The satisfaction which may have been 
engendered by the welcome increase in 
foodgrains must be, to an extent, tem¬ 
pered by a lack of progress by industry, 
which is still hampered by an inade¬ 
quate utilisation of capacity. Consu¬ 
mer goods industries probably sufl'ered 
least from the recession but the position 
of the manufacturers of intermediate 
and capital goods, particularly the latter, 
remains most unsatisfactory and until 
the resources of these two sectors are 
better utilised there is little chance of 
improving the country’s overall rate 
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of Jtrowtb or of attracting substantial 
• cjvtineas investment. 

ThQ. nationalisation of the fourteen 
largest commorclai banks caused no 
undue local concern for, as far as can 
be ascertained, this move has enabled 
the government to fulfil its aspirations 
and policies of diverting funds to the 
farmers and to small scale industries. 
What is more in doubt is whether the 
tenets of prudent banking are being 
applied in the provision of such finance 
and there c^uld well be a build up of 
large, uncovered debts, with consider¬ 
able embarrassment in the future. It 
is to be hoped that any cumulative 
effect will not be too serious for the re¬ 
putation of any particular bank even 
though government will assuredly have 
to bale out any institutions in trouble. 

The expansion of credit over the 
year was larger than expected and 
it became necessary for the Reserve 
Bank of India to caution banks on 
the need for greater credit restraint. 
Lending restrictions were placed on 
the banking system through an in¬ 
crease in statutory liquidity require¬ 
ments and by an increase in the bank 
rate from five to six per cent, the first 
increase since 1968. 

From the foregoing it would seem 
that India’s problems arc entirely 
internal ones, but externally too 
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India encounters all the difficulties of 
avowed neutralists without becoming 
seriously involved, mccept recently 
with Pakistan. Feelings ran high after 
the hi-jacking of an Indian plane 
but in aligning herself with the 
plight, if not with the aspirations, 
of the East Pakistanis in their 
troubles with thie Pakistan govern¬ 
ment, the Indian government seems to 
have taken a line, rightly or not, that 
must delay the return of the peaceful 
relations so necessary for the prosperity 
and progress of both countries. 

Conclusion to Overseas Survey 

Once again in studying the relative 
progress of countries of South East 
Asia and the Indian sub-continent over 
a year, or in this case fifteen months, 
there is confirmation that irrespective 
of the type of constitution those count¬ 
ries with the liberal policies are the most 
successful. Even adverse movements in 
world commodity prices seem to have 
less undermining effect than the narrow 
often nationalistic orientated restric¬ 
tions which eliminate competition and 
stultify growth and perhaps the most 
regretable sign of this at the moment is 
the increasing popularity of state trad¬ 
ing organisations. This type of trading 
concern formed by the state taking 
away profitable business from private 
hands is the socialists’ dream and the 
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civil serv 4 nit$’ deUsbt gnd oncealgrtedi 
as in Indig wbeit 4t was dMgned to 
handle the barter trade with ^ommuitist 
countries, it spreads with tilie ambitions 
of the socialists and bureaucrats in all 
directions where preffit is envied and 
control is desired for controls’ sake« 
The final outcome is nearly always the 
same, efficiency demases, performance 
becomes erratic and inrices rise. In this 
context it is noteworthy that in those 
countries with liberal minded states¬ 
men, politically mature and at home on^ 
the international scene, there is a reali¬ 
sation that trading is best left to the life¬ 
long experts and that the state reaps its 
rewards in the more efficient running of 
its country and from the taxes levied 
on the profits earned from economic 
and competitive trading. 

Banks are no exception to this general 
rule and again those experienced Fi¬ 
nance Ministers and Governors of 
central banks who realise the very full 
part that large and secure banks can 
play in competition in promoting saving 
and encouraging industrial expansion 
and agricultural efficiency are not dis¬ 
appointed, we are sure, at the whole¬ 
hearted manner in which The Chartered 
Bank and others, traditionally associa¬ 
ted with the area, ally themselves with 
the aspirations of the countries in which 
they are operating. 
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SMALL SCALE 
INDUSTRIALISTS/ 



START, 

EXPAND 

OR 

MODERNISE 

YOUR 

INDUSTRIES 


THROUGH 

UCOBANK’8 FINANCIAL ASSISTANCE 


It may be that you have a sound plan to start 
your own Small Industry or you may wish 
to expand or modernise the existing units* ‘ 
Finance need not be the stumbling-block. 
Come to us and we will try to provide you the 
Financial Assistance to set up your own 
Business or expand or modernise the 
existing units. 



UCOBANK PAVES PATH TO PBOSPERITY 


m 
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THE GWAUOR BATON SUK MFB. (WVG.) CO., LTD. 

(Pulp Division) 

\ 

Birlahootam — Mavoor—Kozhikode 


saves 


enormous foreign exchange for National Development 



manufacturing Rayon-grade Dissolving Pulp out of 
bamboo, eucalyptus and wood 


Regd, Office : 

BIRLAGRAM, NAGDA (M. P.) 


Gram : ‘WOODPULP’, Calicut 


Phone: 8071-74 
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In India the individual and cotlccUve 
relationships in industrial employment 
are largely governed by two principal 
lawSg namely, the Industrial Employ¬ 
ment Acf of 1946 and the Industrial 
Deputes Act of 1947. These two laws 
broadly regulate the Held of employer- 
employee relationships in India. 

Since 1947 a huge body of industrial 
jurisprudence has srownup consisting 
of a fatge number of decisions of indus¬ 
trial tribunals, high courts and the 
Supreme Court. These are scattered in 
a large number of journals and it is 
difficult for practising managers to go 
through this vast literature. In his book 
An Introduction to Industrial Employ^ 
ment. Discipline and Disputes in India. 
Prof Ooyal has made an attempt to 
explain some of the imTOrtant provi¬ 
sions of the two principal acts alTecting 
industrial relations, together with cita¬ 
tions of case-law mostly pertaining to 
the decisions of the Supreme Court on 
important points. 

It is a well-known fact that the work¬ 
ing of the industrial relations machin¬ 
ery in India has not been very satisfac¬ 
tory. As a fact within a dacade of the 
passage of the Industrial Disputes Act, 
a lot of rethinking was done by the 
government and others. The rcsuil has 
been a shift from “Couais to Codes'', 
from compulsory reftrtnee of industrial 
disputes to coutls to voluntary settle¬ 
ment and arbitration. This came to 
be embodied in the Code of Discipline 
adopted by the Indian labour Con* 
fettQce in 1957. Since that year sta¬ 
tutory laws as well as voluntary codes 
designed to ensure industrial peace 
in the country have been allowed to 
opemte simultaneously. 

It has been the experience of the last 
two decades that none of the parties to 


industrial disputes has been happy with 
the legal framework or with the working 
of the voluntary codes of discipline. As 
a result of demands made by the major 
trade union federations and employers' 
associations, the Government of India 
appointed the National Commission 
on Labour in 1965 to go into tht 
entire question of industrial relations 
machinery. The Commission appoin¬ 
ted 9 number of Ftudy groups to go 
into various aspects of industrial re¬ 
lations and it is instructive to knew 
some of the conclusions at which 
these ftudy groups have arrived. 

The system of industrial relations 
developed after independence has two 
main objectives: (a) Avoidance of 
industrial disputes and work-stoppages 
and the creation of machinery for 
amicable and expeditious settlement of 
disputes and (h) development of 
formal relations through the adoption 
of industrial framework for joint 
consultation, redress of grievances, 
collective bargaining, etc., and pro¬ 
cedural and institutional frame¬ 
work, both statutory and voluntary. 
The study group has come to the 
conclusion that the legal framework 
in India has not been satisfactory. 
It has also been acknowledged that the 
works committees have generally failed 
and that the majority of them exist 
only in name. As regards conciliation, 
recent trends indicate the unfortunate 
progressive decline in the number of 
settlements arrived at thnough the con¬ 
ciliation machinery. There is a growing 
use of legal and technical experts to 
prepare and argue cases which means 
that the parties are clearly becoming 
more and more litigation'^minded. The 
system of adjudication has had perhaps 
the greatest impact on the regulation of 
Wage-rates. aHowances, bonus, working 
conditions, leave and social security. 
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This system has however been very 
severely critidsed for its uiifA>ouiablc 
effects on trade union movement, dev- 
lopment of attitudes and dependence 
on compulsory adjudication by both 
the parties and long delays involved 
in the final settlement of industrial 
di.'^putcs. 

The Royal Commission on Labour 
in India was appointed in 1930 and its 
reportwas published in 1931. Il is after 
a lapse of moie than three decades that 
another commission on labour has been 
appointed. The report of this National 
Labour Commission was i^ublishcd in 
September 1969 and the author has 
done well to give in an appendix the 
sum. mary of its main recommenda¬ 
tions. The author however rightly re¬ 
frained from commenting on these 
findings and recommendations as tt 
IS to be seen whether and (o what 
extent the government accepts these 
recommendations. 

Though the author has not come out 
with any positive proposals, Prof Oo- 
yal's analysis of the various problems 
and aspects of industrial relations in 
India is very instructive and there is 
no doubt that this compilation will be 
found useful by all those who are con¬ 
cerned with the handling of the pro¬ 
blems of employer-employee relation¬ 
ship. 

TOUGH-MINDED MANAGER 

If we scan the industrial world of 
recent years, what we notice accoidmg 
to J.D. Batten is that . .there arc 
far more big jobs than there arc big 
men.” To meet this challenge the au¬ 
thor asserts that today’s manager must 
be tough-minded The executive with 
flabby mental and physical equipment 
simply cannot meet the national and 
international challenges of the business 
world of today and tomorrow. 

But who is a tough-mindcd manager? 
What are his qualihcalions, require¬ 
ments and equipment? The author of 
Tough-Minded Management has given 
these details under various headings. 

As an individual the tough-mmded 
manager must know himself and be 
happy with what he is. while at the same 
time building a healthy, calculated dis¬ 
satisfaction with the status quo The 
man must take a periodic inventory of 
himself in terms of what he stands 
for, what he believes, what he can 
accomplish, what his strengths and 
weaknesses are and what he puts into 
life. The tough-mmded manager must 
practise scif-dftcipltne in terms of legal 
and ethical rules of conduct. He must 
maintaiD maximum physical fitness. 
He enjoys life* for the dour, scowling 
formidable executive accomplishes little 
by his behaviour. His interests and ac- 
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, tivities g^nei'ally lange widely. He has 
d personal faith; but he is at the^same 
time tolerant of the view of others. 
He is never negative in his approach. 
Ah an individual, the tough^minded 
manager, according toBatten, **is satis¬ 
fied with nothing less than full success 
as a whole man." 

What about the tough-minded mana¬ 
ger as a member of focicty? According 
to the author, such a person “lives 
integrity instead of relying on pieach- 
ments.“ His emphasis is on results. 
He practises.condour and reflects a true 
warmth of Vceling towards his asso¬ 
ciates. He has guts to say what ought to 
be said. He above all believes that 
“management by integrity can be rally¬ 
ing point for true social, political, and 
economic progress." 

And what about the tough-minded 
manager as a manager? According to 
the author such a manager takes steps 
to insure that the company's philoso¬ 
phy and objectives arc researched, 
developed and clearly stated. He en¬ 
sures that all employees know the what, 
where, when, who, how and above all 
why of their jobs. He knows that 
people arc more efficient and happy 
when they understand clearly what re¬ 
sults are expected of them. He believes 
and lives the concept that “the develop¬ 
ment of people, ns a whole and in depth, 
pays real dividend to both the business 
and the individual.” He makes certain 
that the stalcmcnl “Management is the 
development of people, not the direc¬ 
tion of things" is put into operation 
and just not paid lip-service. He realis¬ 
es that pressures m the environment 
and within the person arc caused 
almost complete!) by negativism, pes¬ 
simism and ungrounded fears. Accord¬ 
ingly he makes sure that his own beliefs, 
energy andpositivencss flow out steadi¬ 
ly in all directions in the business. 
And above all the tough-minded mana¬ 
ger, according to the author, is not 
deterred by small men. He know what 
he wants and what the company needs, 
secures maximum participation from 
his tt'y-men and moves ahead rclcnt- 
towards the actual practice of 
management by integrity. 

Practical Aspects 

This book which deals not so much 
with the theoretical aspects of manage¬ 
ment as practical, makes interesting 
reading. But the Indian readers will 
liave to bear in mind that (he environ¬ 
ment which the author has in view is 
the American environment where 
attempts are always bcirife made by all 
to give maximum opporunities for 
personal initiative and private enter¬ 
prise. Ill India with government’s un¬ 
helpful if not positively hostile attitude 
and with contini al shifts in policy and 
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changes in laws and procedures, it 
will not be surprising if even the tough- 
minded manager of Mr Batten gives 
up the fight even before it has b^un. 

Any way even the Indian operating 
executives will find here (though within 
limits) a challenging and workable 
management philosophy as also realis¬ 
tic guidelines to such specific problems 
of management as communication, 
motivation, personal appraisal, work¬ 
planning and self-development. 

.WHY PARTICIPATION? 

The problem of inducing among 
workers a sense of belonging to the 
establishment where they work is 
common to all modern industrial cotut- 
tries. Thi.s problem is tackled in different 
ways in different countries according 
to the socio-economic context of the 
country and the institutional arrange¬ 
ments that could be devised for the pur¬ 
pose. In India an attempt was made by 
a statutory provision in the Industrial 
Disputes Act of 1947 to set up works 
committees in industrial establishments 
employing 100 or more workers. 
Worker Participation In Management 
is an excellent monograph which makes 
an attempt to present some of the facts 
regarding worker participation in 
management and the forms it has taken 
in India and abroad and indicates the 
prerequisites for its successful working. 

Reviewing the situation in the held 
of worker participation in some of the 
foreign countries, the monograph notes 
that formal .schemes of worker partici¬ 
pation were evolved in West Germany 
and France as a reaction to the pressur¬ 
es built up during the Second World 
War, Ideological considerations were 
predominant m the introduction of par¬ 
ticipation schemes in Yugoslavia and 
Israel, In the UK and USA formal 
schemes have not made headway and 
collective bargaining is becoming in¬ 
creasingly important as the chief means 
to promote worker participation in 
management. It is generally admitted 
that the works committees have not 
been very successful in the UK while 
in the USA formal joint fodies of 
workers and management represmta- 
lives have nc\er b cn pc puUr. 

As regards different form.s of worker 
participation in management, the sche¬ 
mes in West Germany, France, the UK, 
and Poland may be described as con¬ 
forming to the “joint consultation 
model’ of participation in which the 
management takes the final decision but 
allows Workers' representatives to ex- 
prjsss their views. On the other hand 
joint management plan in Israel appro¬ 
ximates to the “joint decision-mak¬ 
ing model" in which workers* and 
management representatives sit together 


and take dectsioiui jointly Uidtifb th# 
workers* representatives may be In a 
minority. Yugoslavia provides the only 
example of the ^'woraers* ooiiitrol mo¬ 
del** and the USA the only example of 
the “collective bargaining modd'** 

It is however wonh noting that in 
none of the seven countries reviewed in 
this monograph worker partidpation 
schemes appear to have achieved the 
objectives originally aimed at. It is also 
worth noting that while the experience 
of the formal schemes of participation 
has thus been tinged with disappointc 
ment, participation through collective 
bargaining schemes appear to have been 
somewhat more successful. 

The study has rightly emphasised the 
need for conceptual clarity in this field 
of worker participation in management. 
For example, who is a worker? As for 
participation in decision-making it is 
conceivable that workers might be able 
to share with management in some 
agreed manner the authority to make 
decisions. Once such participation is 
accepted, it is necessary to cldrify whe¬ 
ther it should extend to all decisions 
concerning the undertaking or be con-^ 
fined to only those decisions which 
have a direct bearing on the working 
and living conditions of workers. Fur¬ 
ther, at what level of decision-making 
are the workers to participate? The 
shop-floor or departmental level or the 
highest management level? Clarity in 
this regard is necessary because the 
level of participation wiU influence the 
manner of participation. This further 
highlights the need to examine and spe¬ 
cify clearly the relationship between the 
existing institutions and the new ones 
that may be created under any scheme 
of worker participation. The new 
bodies like joint committees and works 
committees must naturally bear an 
integral and specific relation to the 
already operating trade unions and 
collective bargaining machinery. 

Basic Questioii 

The monograph points out that 
the basic question “Why participa¬ 
tion?" must be answered satisfactorily. 
This is because the answer would deter¬ 
mine the compatibility of the objectives 
and the means adopted for achieving 
them. If, for instance, the intention is 
that participation should remove wor¬ 
kers* sense of subordination and help¬ 
lessness, promote among them a fad¬ 
ing of partnership and encourage them 
to identify themelves with the goals 
of their undertaking, it is obvious that 
most of this can be achieved only by 
associating Workers with the decisions 
which are of immediate concern to 
them. On the other hand, formal repip- 
sentation on the managing board may 
become necessary, if end objective i% 



2^ 197( 


SASTEKM ECONOMIST 


poHtical, such as tettehning sioperty 
rights, etc. 

After reading this monograph one 
faels convinced that worker participa¬ 
tion in management can never be a 
Reality unless all these related matters 
are clearly defined and understood and 
an agreed course of action is formulat¬ 
ed. In the absence of such clear con¬ 
ception* the schemes of worker partici¬ 
pation in management Would remain 
something that is incapable of effective 
implementation. There is no doubt 
that this brief factual and analytical 
summery of the issues involved in work¬ 
er participation will lead to a more 
detailed and systematic discussion of the 
subject among the parties concerned. 

STATE FINANCES 

No study of the finances of the state 
of Rajasthan has been made so far 
sincp its formation nearly two decades 
ago. Prof. Porwal has made an attempt 
in this study to analyse the finances of 
that state. Since the state budget can be 
an effective tool in promoting the ends of 
economic growth and social justice, the 
study of state finances and the kndw- 
ledge about the direction in which 
they are moving and should in fact 
move becomes significant and neces¬ 
sary. 

Wc notice from State Fiitaaces in 
India—A Case Study thox on the whole 
the conditions in Rajasthan could be 
regarded as rather primitive and back¬ 
ward on the eve of independence. As a 
result of the merger of the princely 
states in 1949 and the Federal Finan¬ 
cial integration Agreement, a stage was 
set for removing the regional imba 
lances in the constituent units. Fur¬ 
ther, the state was also put on a par 
with othcj states in matters of finan¬ 
cial assistance from the centre. 


of men of integrity devoted to the 
cause of the people. 

The analysis of the non^tax re\Wue 
shows that the state tnter^ises and 
other commercial and quasi-commer¬ 
cial undertakings have nothing else but 
to tell a tale of irregularities and 
lapses involving the state in huge 
losses, let alone making profits. This 
means that the state has substantial 
potentialities of increasing its reso¬ 
urces, provided it has a clean and 
efficient administration. 

The increase in revenue expenditure 
has been almost in geometrical pro¬ 
gression during the Plan period with 
accent on development expenditure. 
But the author feels that agriculture 
and animal husbandry have not been 
given the pride of place which they 
destrve. Also, co-operation and com¬ 
munity development appear to have 
progressed more on paper than in real 
terms. The state expenditure on indu¬ 
stries is not even one per cent of its 
total yearly revenue expenditure. The 
irrigation and power projects lack real 
ism. Roads are not built to the extent 
necessgry. On the other hand non-dev¬ 
elopment expenditure, especially on 
police, is continually on the increase. 
The study of cases brought out by the 
audit unfold innumerable instances of 
wasteful expenditure, losses, misap¬ 
propriation, neglect of duty, breach of 
trust, nepotism, favouritism and a 
'?ariely of other failures. 

The study of capital outlay, four-fifths 
of which have ^en on develcpment- 
al schemes, also reveals lack of intelli¬ 
gent planning and half-hearfed execu¬ 
tion of projects, resulting in consider¬ 
able Mle investment of government 
funds. 

Dependance on Centre 


We notice from this study that as in 
most other states, in Rajasthan also 
deficit on revenue account has become a 
chronic feature during the last decade. 
Also the system of taxation has tended 
to become regressive in recent years. 
The state has come to depend increas¬ 
ingly on financial assistance from the 
centre for implementing its socio¬ 
economic developmental programmes 
envisaged in the fivt-ycar plans. 


Though land revenue no longer holds 
the dominant position, it definitely has 
great potential for increasing revenue. 
The position in regard to arreais of 
land revenue and sales tax is very un¬ 
satisfactory and the administrative, 
efficiency of the departments is at a low 
ebb. It is found that the traditional 
methods, procedures and organisation 
of the government departments is im- 
suited to the needs of a developing 
state. AccOTding tp the 
most marked deficiency is the shortage 


In the sphere of public borrowings, 
Rajasthan has increasingly depended on 
loans from the centre and the increas¬ 
ing burden of debt-servicing has become 
a cause for concern. The borrowed 
money is sunk in projects which are at 
present not in a position to pay off 
even interest charges. The state govern¬ 
ment seems to be living beyond its 
means as is evident from its increasing 
resort to overdratfs on the Reserve 
Bank of India. 

A critical examination of the financial 
administration and legislative control 
over state finances shows many gaps 
and the general imjiression one gets is 
that financial discipline has greatly 
deteriorated during recent years. 

The author has made a number of 
constructive suggestions which merit 
consideration. He wants that the em¬ 
phasis be shifted from indirect to direct 
taxes to the extent possible. He has ar- 


1231 

■ 

gued that the system of land revenuq 
needs complete overhauling to make it 
progressive. His suggestion is that the 
state should impose betterment levy 
and there is scope for enhancing water 
rates for irrigation. There is also the 
suggestion that the state should launch 
a special campaign to realise arrears 
of land revenue, water rates and ether 
dues and that interest at 9 per cent be 
imposed on arrears outstanding beyoivd 
due dates. There is a suggestion that the 
state's share in the divisible pool of 
taxes and duties be increased and the 
state's share be fixed on consideration 
of the regional imbalances. 

The author has also made a few sug¬ 
gestion for ensuring the optimal use of 
the scarce resources collected from the 
people and improving the tone and 
quality of the financial administration 
of the rtate of Rajasthan. 

In a sense there is nothing new in 
this analysis of the finances of the state 
of Rajasthan and the same features 
characterise the finances of all the other 
states in India, to a lesser or greater 
extent. And yet such micro-studies are 
of great significance as only such detail¬ 
ed study can enable the administration 
to note the important loopholes and 
deficiencies and evolve and execute pro¬ 
per policies for improving the finances 
of the state, provided the administra¬ 
tion is honest enough to pursue the 
goals that will lead to the increasing 
welfare of the people of the state. 

MONETARY EQUILIBRIUM 

In Monetary Equilibrium And Econo¬ 
mic Developments V. Krishna Murty 
has made an attempt to find an answer 
to the question whether in the present 
century liberal economic programme 
can be adequate to meet the needs of 
the developing countries. In view of the 
fierce preference shown by most of the 
developing countries for socialism and 
planned economic development which 
implies increasing state intervention 
and regulation, this study should attract 
the attention of the people concerned. 

Explaining the implications of liberal 
economic programme, the author has 
emphasised that there is no *the* liberal 
programme. As a fact there are several 
variants of it and the common ground 
on which all of them meet is the oppo¬ 
sition to the state intervention. But 
among the liberals extreme stand is 
taken by only a few and majority of 
them have reconciled themselves to 
a certain amount of state intervention 
and as a matter of fact some of the 
liberals actually seek it in certain cases. 

The standard by which these liberals 
judge whether a particular act of the 
government is desirable or not is whe^ 
ther that act helps or hinders the 
working of the price mechanism. If 
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$ucb an acl of the govcrnxnent helps 
its smooth functioning, they vupport 
it; olAerwise they oppose it. For ex¬ 
ample, liberals in tne USA support 
trustbusting as monopolies hinder 
smooth working of the markel-cco- 
nonty. Also, they rrguc against 
private credit creation as they 
think that it hinders monetary 
stability. According to the author, 
contrary to the general opinion, 
liberals arc not against equality 
of income and wealth. Henry Simons, 
the foremost among the liberals in the 
26 th centuity, has argued for the use of 
progressive income taxation to reduce 
inequalities. Liberals feel that this 
measure would create favourable atmo* 
sphere for the working of the piivate 
economy. According to the majority 
of modem liberals there is no contro¬ 
versy between the public and private 
sectors as investment in the public sec¬ 
tor would provide suitable climate for 
the working of the private sector. In 
underdeveloped countiies there arc 
many barriers to economic develop¬ 
ment and it is only the state that can 
remove them. This position is accepted 
by the majority of liberals. Also it is 
not the physical investment which is ihe 
most important part of the problem. 
Economic development is largely due 
to non-economic factors—.social, politi¬ 
cal and cultural. It is these factors 
which determine the attitude of the 
people which is a crucial factor in 
economic development. According to 
the modern liberals the governmenl 
should, at least in the initial stage, 
take measures for the formation of 
hivourabJe social attitudes. 

PromoliDg Technology 

Accordingto Krishna Muiiy techno¬ 
logical progress requires a certain price 
rise, as otherwise investment in new 
helds will not be undertaken. Sti^na- 
tion may be the result of price stability. 
The author feels that the government 
can manipulate this gradual price rise 
to promote technological progress and 
economic advancement. Also, so long 
as inflation is within manageable limits, 
one should not bother much about it. 
To keep the foiccs of inflation within 
bounds, the government will have to 
act on a broad frontthrough monetary 
and fiscal measures. In this field, it is 
not pc ssible to work according to 'rule' 
(the stand taken in the monetary field 
by the old liberals) but some ‘discre¬ 
tion’ will have to be allowed to the 
government. There is no guarantee 
that if Milton Friedman's stable budget 
plan is adopted, th.ere will ifC monetary 
equilibrium. Even his later version /f 
the monetary rule that money supply 
should increase steadily year ufler 
year may not be adequate. 

Thus the whclc tenor of the author's 


argument leads to the conclusion that 
the state should play an important role 
in bringing economic development in 
underdeveloped countries. The liberal 
doctrine, in so far as it restricts the role 
of 'he stale, will harm the cause of 
economic development. But the liberals 
need not go all the way to wholesale 
nationalisation. There is the middle 
way which the Keynesian teachings 
highlight and the author rightly feels 
that the modern liberal shall have to 
find anchorage in the Keynesian teach¬ 
ing, if libcaralism is to survive as a 
faith in the modern world. 

Economic development will be possi¬ 
ble only if wc are prepared for the state 
of disequilibrium. The argument from 
the side of monetary equilibrium is 
that this disequilibrium must be render¬ 
ed tolerable. It is for rendering this 
di.sequilibrium situation tolerable that 
the state assumes importance and the 
modern liberal has to reconcile himself 
with this position. 

V. Kristina Murty has argued this 
case well and succinctly and o;il is con¬ 
vinced that liberalism of the 18th cen¬ 
tury will have to alter its content and 
attitude, if it is to survive as a living 
faith and play a constructive role, 
especially in developing countries. Tlie 
book is extremely readable and 
thoughtprovoking. 

COTTON CULTIVATION 

The importance of cotten in a pre¬ 
dominantly agricultural economy of 
Vidarhha is quite obvious. This re¬ 
gion has about 57 per cent of the total 
acreage under cotton in Maharashtra 
and produces about 50 per cent of the 
total output of cotton in the whole 
state. And yet detailed studies of the 
cotton industry involving the inter¬ 
related processes of cultivation, mar¬ 
keting, ginning and pressing have been 
undertaken only by a few. A detail¬ 
ed and critical study of this impor¬ 
tant subject was long overdue and Dr 
S. V. Khandewalc is to be con¬ 
gratulated on undertaking it. 

Ecorto^nics of Cultivation and Market- 

Cotton in Vidarbha has revealed 
some very interesting facts. In the 
cultivation of cotton, the analysis of the 
cost of production shows that in the 
total cost, human and animal labour 
accounted for about 66 per cent of the 
cost, while seeds, manure and insecticid¬ 
es, etc., formed only about 11 per cent 
of the total costs. Other expenses 
claimed a share of 23 per cent. The 
average gross income peV acre was 
about Rs 129.20 and the average 
cost was about Rs 114.32, leaving anel 
return of only about Rs 14.88 per acre. 

So long as cotton was exported to for¬ 


eign countries, the marketing of cotton 
from Vidarbha was done through the 
central channel of the Bombay market. 
During the Plan period the exports were 
stopped and therefore the intersal chan¬ 
nels of marketing have become decen¬ 
tralised. Changes in transport facilities, 
difllrences in marketing policies and 
change in varieties of cotton grown dur¬ 
ing the last few decades have led** to the 
shrinkage of some old mafktts, deve¬ 
lopment of some new ones* while some 
markets have tended to remain at the 
same old level. 

I 

Dependence on Middlemen 

The study reveals that in respect of 
marketing of raw cotton, 80 per cent of 
the farmers sold their produce in 
assembling markets. Lack of facilities 
for transport and storage and lack of 
knowledge of the product and of its 
markets compelled them to sell the pro¬ 
duce without any delay. This means 
they were highly depen^nt on middle¬ 
men for sale of their pro^ct. The 
different methods of rate-fixing in 
Vidarbha were more favourable to 
buyers of cotton than to the producers. 
The author is of the opinion that co¬ 
operative marketing societies have not 
played any significant role and therefore 
the dominance of the middlemen in this 
sphere goes unabated to this day. 

The marketing of processed cotton 
(bales) was dominated for Jong by the 
up-country and terminal market trad¬ 
ers. Recently however the farmers* co¬ 
operatives have entered the field. The 
mill-buyers are trying to establish 
their own monopoly organisations and 
the central government is also establish¬ 
ing its agency for trading in cotton to 
stabilise cotton prices. The author is of 
the opinion that the haphazard manner 
of control of cloth prices and many 
other restrictions have resulted in bene¬ 
fits of cotton prices going to traders 
rather than to the producers of cotton. 

As regards processing of cotton, the 
study reveals that at present Vidarbha 
claims about 19 pw cent of the total 
number of processing factories in the 
country. But the machinery and other 
equipment used in these factories is 
about 70 to 100 years old and moderni¬ 
sation has been completely neglected 
all these years. The industry is highly 
labour-intensive and its seasonal nature 
creates the problem of unemployment 
of machinery and labour in thie off¬ 
season. 

The study of inning and prdb&ipg 
costs has shown that in ginning, labour 
and fuel and jn pressing, labour and 
packing materials claim the laigest 
shares in total costs. 

On the basis of his survey the author 
has made some constructive suggestions 
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This is the tyre that was built taking into account the most demanding driving 
requirements. A ^re that can ride smoothly on even rough road surfaces. 

Can withstand the heat of summer, and provides the safety you need on wet 
monsoon roads. Can take the wear and tear of frequent stopping and starting. 

You get ail this toughness in a Firestone tyre, because of exsiusjyg Tripie-Strength 
Conwuction~>that'8 a special method of bonding the tread to the tyre, 
reinforcing the sidewalls and insulating the cords. 

When you want more kilometres and greater safety for your moneys 
you need The Strong One* from 




S<M ttroHiihoiit ladia— 

See your Ffrestoee dealer todsy. 
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/years old and 
in 35places^ 
allatonce.^F 


In just seven >cars Gujarat Steel Tubes account for^ 
10 percent ol the tountr/s total exports of steel tubes and 

E pes Earn over a crore in foreign exchange Are in demand 
3S countries all over the world Including sophistic lud 
markets such as U S. ana West Germany 

Since 1966 wo have increased our eiports by 220 per 
oent—twice winning Engineering Export Promotion Council 
•wards. Today wie are among India's largest exponers of 
Heel tubes and one of 73 export houses recognis^ by tb^ 
Oovemment of India 

^ Wo started with advantages the enthusiasm and enter 
of youth Sound technical know-how An uncompro 
■using dedication lo quality. All of winch enabled us to 
declare a dividend in our first year of producuon. 

Since 1966 wo have doubled our sales. And added iht 
most modem wdding technique^TUFFWEtD^bigb 
firequency induction welding 

We look forward to the future with confidence A 
oonfidence bom of achievement The trust of our dealers 
The satisfaction of customers Above all, the unsurpanabU 
^lity of our products. 




OUJAflAT mCL TUMS LIMITED. 
Bink of India Bldg, Bhadn, Ahmadabad 1 
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f«r («l|winriii« itio altwrtioik miiieh hu 
iwiiyAiiMa MmoMly voMtii(lM!t«ry for 
km. 

* 

Ai (figwrdt tbe nroGoss of cultivation 
ofvoltoo. d* author ii of%he otwioa 
that a certain amount of mechamwtion 
. wal have to bo introduced if the net re- 

g rn per aero it to go up. He alio pleads 
r Intensive studies of soil in Vidarblta 
so that its potentialities can be known 
before one thinks of fUIly exploiting 
it Only on the basis of such detait 
ed soil stuoies can ^cultural plan¬ 
ning be meaningful, tne author pleads 
therefore for the establishment of a 
special research laboratory in Vidarbha 
w the purpose of conducting experi¬ 
ments on various aspects of cotton culti- 
vatioit as also in the industrial uses 
of cotton plants and its various by¬ 
products. Similarly utilisation of the 


potentialities of minor irdpatthn tvorks 
deserves special care. 

The author has also made seme uso- 
Ihl aafpMitioae regarding gM Mganisa- 
tion oTmatketing sociems to improve 
their efficiency. As regards ginning and 
pressing, hefbelsthat there is gmt scope 
for the reduction of costs by introduc¬ 
ing various mechanical processes. 

DrKhandewalc has taken great pains 
to commie the material and critically 
analyse the collected data. If crom 
planning and agricultural reorganisa¬ 
tion in the country is really to succeed, 
such crop and regional studies are abso¬ 
lutely essential. Without dte firm foun¬ 
dation of the type pibvided by Dr 
Khandewale in this book, agricultural 
planning on the national or even region¬ 
al level will just be a leap in the 
dark. 


Banking Conetpts in Perspective 

Tbmry Bad Practice of Btaklag: H. L. Bedi, G.S. Ayyar, A. P. Shenoy, H. P- 
Shenoy and N.V. Subramanian; published by the authors at Shh Sadan< 
hfarayan Dabholkar Road, Bombay<-6; Pp. 351; Price Rs 15. 

Reviewed by B. GANAPATHY SARMA 


The banking industry at present is 
pasi^i^B through a period of sweeping 
Changes and rapid developments. The 
old concepts, aims and objectives of 
banking are undergoing sea change and 
the banks are now being called upon to 
|>lay a distinctive and significant role 
in the socio^onomic transformation 
of the country. Moving with times the 
banks are evolving new strategies 
for financing credit<-$tarved and credit- 
hungry segments of the economy and 
the community. The banks are also go¬ 
ing ahead full steam in widening and 
deepening their network of branches 
espk^ially in semi-urban and rural areas 
and in unbanked and underbanked 
regions. The current rate of branch ex¬ 
pansion of public sector banks, for 
instance, is running nearly at 160 new 
offices per month as against a mere 
monthly average of 38 offices during 
to three pre-nationalisation years 
ended December 1968 — a record which 
is altogether without parallel in the 
banking history of the country. More 
ambitious branch expansion program¬ 
mes are being drawn up and are in the 
process of implementation. But the 
current over-rapid branch expansion 
can be maintained and sustained with¬ 
out risk to to banking system if and 
only if adequate arrangements are made* 
for training of banking personnel. 
Further, mere setting up of targets can¬ 
not bring forth desim results as tar¬ 
gets are means for pulling a system out 
Of a rut and giving it a push but there- 
afMr performance will be judged by 
providing basic training to the vast 
muUitude of baiAing personnel so 
that toy may be able to handle effici- 
toly the service to customers. 

The book Theory wd Practice of 


Baakinglathis context is a welcome 
addition to the current literature on 
banking. Although there are quite a 
number of books on the subject, there 
is hardly any comprehensive book writ¬ 
ten by a team of professionals which 
will suit the requirements of the bank¬ 
ing personnel, especially at the junior 
level. Keeping this in view to authors 
of the above book, who have long, rich 
and varied experience in to field of 
banking, have dealt with all banking 
topics, including the lated concepts on 
banking, in a language which is com¬ 
pletely free from technical jargon. The 
narrative is unique concise, precise 
and simple. Perhaps one of the out¬ 
standing met its of this valuable publi¬ 
cation is its unusual simplicity of style so 
much so that even com^ex and compli¬ 
cated subjects could be understood and 
easily mastered by intelligent persons. 

The treatise has been broadly divided 
into five parts on the basis of functions 
performed by banks. They arc deposits, 
advances, foreign exchange, bills and 
remittances and miscellaneous ser¬ 
vices. As banks, particularly after the 
post-nationaliation period, are pumping 
more and more money into priority 
sectors and other neglected areas of the 
economy, adequate emphasis and ela¬ 
borate coverage have been given to 
topics such as'Farm Finance’, 'Finance 
of Small Scale Industries’ and ^Smalt 
Borrowers’. As ’Foreign Exchange’ 
has gained special importance, this 
subject has also been dealt with separa¬ 
tely in the book. On to whole, there 
is hardly a banktitg topic of concept 
which has not been touched or dis¬ 
cussed ih this tidy publication. 

In brief this handy compendium 


gtviftg compseiienrivq and up-to-date 
mfontttttiott on all •aspects of banking 
will doubtless prove as a guide and in¬ 
valuable book of leferenoe to banking 
personnel in particular and aspiring 
banking students in general. 
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Press;Pp 189; Price Rs 10. 
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University; Pp 68; Price Rs 2.50. 
Some Aspects of the Finances of the 
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Pp 17; Price Rs 0.75. 

From Istanbul to Vienna: Speeches and 
Addresses delivered in India and 
abroad by Bharat Ram; Indian Na¬ 
tional Committee of the Internatio¬ 
nal Chamber of Commerce, Federa¬ 
tion House, New Oelhi-1; Pp 246; 
Wee Rs 25. 

Marketing of Cash Crops Efficiency of 
Futures Trading: M. G. Pavaskar; 
Published by Economic and Political 
Weekly, Skylark, 284 Frerc Road, 
Bombay-I: Pp 137; Price Rs 15. 

The Art of the Possible (Diplomatic 
Alternatives in the Middle East): 
Michael Reisman; Princeton Univer¬ 
sity Preas, Princeton, New Jersey, 
USA; Pp 161; Price $ 1.95. 

(/) The Philippines (Industrialisation and 
Trade Policies): John H. Power and 
Gerardo P. Sicat; Pp 1-134. (//) Tah 
wan (industrialisation andTrade Poli¬ 
cies): Mo*Huan Hsing; Pp 135-324; 
Published for the Development Cen¬ 
tre of the OECD by Oxford Univer¬ 
sity Press; Price £ 2.25 (45s.) net in 
UK. 

Monetary Equilibrium and Economic 
Development: V. Krishna Murty; 
Popular Prakashan; Pp 224; Price 
Rs 28. 
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RECoiulS AND STATISTICS 


There is now a general agreement in 
the country that a sustained increase 
in our exports must form an integral 
part of our national development effort. 
Without a progressive increase in ex¬ 
ports, the country's drtam of self- 
sustained growth, dispensing with in- 
Aows of externa! capital on concessional 
terms as early as possiblt, can nevtr 
become a living reality. Even other¬ 
wise, given the very considerable un¬ 
certainty surrounding the future in¬ 
flows of foreign aid, an increasing level 
of exports can help to sustain a high 
level of economic activity in face of 
inadequate aid flows. A systematic 
exploitation of export markets can be 
an important means of m'lkinga fuller 
use of the many economies of large 
scale which characterise modern in¬ 
dustry. At the same time, the growth 
of labour intensive export products 
can make a significant productive 
contribution to the mitigation of the 
very serious unemployment problem 
now facing the country. Thus a rapidly 
increasing level of exports enhances 
the degree of manoeuvrability available 
to the economy in reconciling it^ various 
social and economic objectives. 


overall growth of exports is to be 
realized. 

Review of Exports in 1970-71 

India’s exports increased by 4.1 
per cent in 1969-70 which happened to 
be the first year of the fourth five-year 
Plan. During 1970-71, exports increa¬ 
sed by 8 3 per cent. As result of 
highly successful export effort in 1970- 
71, the country’s trade deficit declined 
from Rs 169.5 crores in 1969-70 to 
Rs 97.6 crores in 1970-7J, which hap¬ 
pens to be the lowest level for the past 
15 years (w fable I). 

The details of commodity-conwosi- 
tion of India’s exports during 1970-71 
are still not available. However, data 
for the period April-Dccember, 1970, 
indicate that export earnings of a large 
number of commodities increased. 
These commodities included; 
iron ore, tea, engineering goods, oil 
cakes, iron and steel, chemicals and 
allied products Table ID. 

Rapid growth of overall exports in 
1970-71 was possible despite none too 
favouable performance of some of our 
major traditional exports such as jute 
manufacture*^ and leather and leather 
manufactures. The highly commenda- 
ablc performance of our non-traditional 
exports in recent years is a testimony 
to our growing ability to expand our 
exports in a fierce competitive interna¬ 
tional environment. No doubt, our 
exports in 1970-71 were helped by some 
favourable international developments 
which led ti) an increase in value of 
exports of commodities like iron and 
steel despite a fall in quantity exported. 
However, it can hardly be denied that 
ihe growth of exports was greatly 
facilitated by a large number of pro¬ 


motional measures that iKMal 

adopted by the Oovernoiem pf India 

Trade Policy for Self-reliant Economy 

ducts after the devaluation of wi 

At a recent meeting with economic 
editors of the country, Mr L.N. Mishra, 

Mimst^r of Foreign Trade, stated that 
the export performance of this country 
was expected to be belter in the current 
year because of the changed situation 
in the internitional markets. It was 
conceded that India’s exports to the 
IJnitcd Kingdom would be reduced if 
and when that country entered the Com¬ 
mon Markt^t but the export possibilities 
of non-tra'ditional goods had im¬ 
proved because of a number of factors 
including the changes recently intro¬ 
duced in the trade policy of the country. 

A review of India's exports in 1970-71 
was distributed at this meeting which is 
reprinted in full below: 


a temporary phenomenon which woa^ 
cease to operate once the idle cai^acity 
which had appeared in the course of 
industrial recession of 1M7-68 was 
fully utilised. It is true that the exis¬ 
tence of idle capacity incrcase4 the 
business firms* interest in seeking export 
markets but it is also a fket that this 
interest has been sustained even after 
the revival of domestic demand since 
1968-69. Many exporters have realised 
the importance of eworts as an aher* 
native outlet for prodfuction, developed 
at considerable initial costs and efTorts 
which the} cannot afford to lose. 
Government policies in recent years 
have helped to sustain our producers’ 
interest in the export markets. Indeed, 
but for the unexpected shortages of 
some critical inputs such as iron and 
steel, the progress would have been 
still more rapid. 

Export Target for 1971-72 

The extremely satisfactory export 
performance in 1970-71 has encouraged 
us to set a more ambitious targets for 
growth of exports in 1971-72. We 
expect that exports in 1971-72 will 
increase by 9. J per cent --*from Rs 
1530 6 crores in 1970-71 to Rs 1670 
crores in 1971-72. There is no doubt 
some uncertainty regarding exports of 
our traditional products. For example, 
the decision of the United Kingdom to 
levy an import duty of 15 per cent on 
textiles imported into that country 
from Commonwealth developing coun¬ 
tries will no doubt adversely affect our 
exports of cotton textiles to United 
Kingdom. The continued shortage of 
some critical inputs like iron and steel 
is also a source of some anxiety. Yet 
there is every reason to hope that not¬ 
withstanding these uncertainties, the 


Table I 

INDIA’S BALANCE OF TRADE ON MERCHANDISE ACCOUNT 


The fourth five year Plan envisages 
the growth of exports at an average 
annual rate of seven per cent per 
annum. In order to achieve this target, 
we have to defend and improve upon 
our existing share of traditional exports. 
However, there is no denying the fact 
that the outlook for exports will be 
k greatly influenced by our ability to step 
up exports of non-traditional items, 
consisting largely of products of our 
growing industrial sector The exports 
of non-traditional products have to 
increase at an average annual rate of 
15 to 20 p;:r cent if the Plan target for 


(Value in Rs crores) 


Years 

Imports 

* 

Exports 

ittct. 

re-exports 

BsNnce 

of 

trade 

1966-67 ’ " 

2078.4 

1156.6 

-921.8 

1967-68 

2007.6 

1198.7 

-«08.9 

1968-69 

1908.6 

1357.9 

-550.7 

1969-70 

1582.7 

1413.2 

-169.5 

1970-71 

1628.1 

1530.6 

•-97.6 

1971-72 (target) 


1670.0 



Sourci‘ : DGCI4l;S, Calcutta for actual figures upto 1970-71 and Min, of Foreign 
Trade for export target for 1971-72. 
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tugtt for 1971-72 cfta be met 
R u cjMted that i teige munbar of 
itetti, both jradHioMl and non-tradi- 
ttcMaal, will contribute to the growth 
exports in 1971-72. Oovernment 
than continue to adopt active tneasurts 
to encourage the growth of export 
production and to enhance the quality 
and oompeCitivenets of our exports in 
international markets. The broad out¬ 
line of the type of policies the govern¬ 
ment intends to pursue in support of 
the country's export effort is given in the 
Export Policy Resolution laid before 
Parliament in July, 1970. Some of the 
important policies of the government 
are described in the following para¬ 
graphs. 

Export-teriented Industrial Licensing 
Policy 

In respect of export-oriented units, 
applications for inaustrial licences and 
other clearances will be accorded the 
highest priority by the government. 
In considering and dealing with appli¬ 
cations for industrial licences regard 
will be had to the creation of capacities 
in such mhnner that adequate export 
supplies are generated. Export poten¬ 
tial of undertakings belonging to the 
small and middle sector entrepreneurs 
will be developed to the maximum 
possible extent. Special attention will 
be paid to the development of export 
production of small-scale sector units 
in respect of items specifically reserved 
for them. 

Under the licensing policy for export- 
oriented industiies, undertakings be¬ 
longing to or controlled by the larger 
industrial bouses and foreign concerns 
which arc expected, according to the 
new licensing policy, to participate 
mainly to the core ana heavy investment 
sectors, would be able to establish 
undertakings, or expand production in 
areas other th^n these sectors provided 
they undertake specific export commit¬ 
ments. The minimum export obliga¬ 
tion in such cases will be 60 per cent or 
more of the new or additional produc¬ 
tion. Even in the fields reserved for 
the small-scale sector, in the interest 
ofsteppingupexports, units other than 
small-scale unit^ can be considered for 
expansion or creation of new capacities 
if they undertake an export obligation of 
a minimum of 75 per cent of the new or 
additional production. It will, how¬ 
ever, be ensured that the production 
allowed for indigenous sales is not so 
large as to swamp the small-scale 
units. 

ofPHbUc Sector Ascaciet la Pro- 
aiotiag |lbQN»rtt 

Public sector agencies will be enabled 
to pl «» y an aipandiag role in developing 
ttCports 'and building up the export 
ca paidHtt,, of nuinufacturers and ex- 


Table tl 


INDIA'S EXPORTS OF PRlNaPAL COMMODITIES 


Items 

April-December 

Rs crores • 


1970 

1969 

Rise (4-1 or fall (—) 
in Apnl-Dec. 1970 
over April-Dec 
1969 

Increased Iieais 




Iron Ore 

86 14 

62 03 

+24 11 

Tea 

120.15 

97 51 

+22.64 

Engineering goods 

82.17 

63 31 

+18.86 

(i) Machinery 

32 49 

26 71 

+5.78 

(ii) Transport equipment 

21.73 

11.59 

+10.14 

(i7/) Metal manufactures 

26 10 

23.48 

+2.62 

Oil cakes 

40 80 

28 50 

+12.30 

Iron and steel 

62 11 

51.95 

+10.16 

Sugar 

17.70 

8 58 

+9 12 

Chemical and allied products 

21 52 

15 54 

+5.98 

Spices 

24 56 

19 93 

+4.63 

Coffee 

21 62 

17.99 

+3 63 

Mineral fuels and lubricants and 



related materials 

10.94 

7 83 

+3.11 

Cotton piecegood (mill-made) 

48.67 

46 04 

+2 63 

Manganese ore 

10 54 

8 09 

+2.45 

Other cotton manufactures 

12.27 

9.98 

+2 29 

Cotton apparel 

5.97 

3 72 

+2 25 

Rubber manufacture 

5.41 

3 46 

+1.95 

Ferro-mangauese & ferro alloy 

8.65 

6 77 

+1.88 

Meat A meat preparations 

2 64 

0 83 

+1.81 

Raw jute 

2.76 

1.26 

+1.50 

Vegetable oils (non-essential) 

4.35 

3 16 

+1.19 

Fabrics of art silk and synthetic fibre. 



Spunglass 

3 68 

2 61 

+1.07 

Gums, resins and lac 

7 27 

6 21 

+1 06 

Mica 

12.27 

n 41 

-f-O-W 

Paper and paper board 

4 35 

3 93 

+0 42 

Coir yarn & manufactures 

10 26 

9 94 

4-0.32 

Cotton raw 

10 59 

10 42 

-H).17 

Fish 

23.85 

23.79 

•fO.06 

Decreased Items 




Jute manufactures 

136 10 

158 38 

—22 28 

Leather and leather manufactures 

60.70 

68.38 

—7 68 

Hides and skins raw 

3.55 

6 88 

—3.33 

Pearls, precioas & semi-precious 




stones 

31.34 

33.94 

—2 60 

Cotton yam 

18.00 

20 24 

-2.24 

Groundnuts 

2.66 

4 83 

—2.17 

Cashew kernels 

42.31 

43 91 

—1.60 

Tobacco manufactures 

26.14 

27.26 

—1.12 


Scum: D.G.C.I. AS., Calcutta. 
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porters. Exports of certain commodi- 
*ties will be canalised only through 
pobiki sector agencies so as to maximwe 
our export receipts from them. STC 
and MMTCwill play an expanding 
developmental role in supplementing 
thc«export effort by acting as a path 
finder and a catalyst. Tht^y will, in 
particular, render support to small 
exporters by affording them a combined 
selling strength on the one hand and a 
.service on the other, both in India and 
abroad. These agencies will also pro¬ 
vide assistance by way of finance, 
marketing, and quality control. The 
Projects mid Equipment Corporation 
will in co-operutjon with manufacturers 
of heavy equipment and machinery, 
organise for international tenders, 
long-term strategies entailing planning 
of raw material requirements, finance 
and marketing services. Its emphasis 
will be on projects which are cither new 
or slow moving. 

Priority Treatnent of Export-oriented 
Units 

Industrial units engaged in priority 
industries are accorded preferential 
treatment if they export 10 per cent 
or more of their production .Such 
preferential treatment includes faolitie% 
for further expansion of the export 
production and imporovement of ins¬ 
talled capacity and for the import of 
raw materials and components from 
the preferred sources of supply. The 
extent of the preferential treatment 
will vary with the export performance 
of the industrial units. Industrial units 
exporting 25 per cent or more of their 
production will be eligible to import a 
higher quantum of their requirements 
against fret foreign exchange. Fn the 
case of industries other than those in 
the priority list, units exporting 10 per 
cent or more of their production will 
be treated as if they belong to the list 
of priority industries. 

Facilities for becoming Export-oriented 
Units 

Tlie present export effort in industrial 
licld is confined to a few of many or¬ 
ganised units. The government is 
desirous of assisting all competent con¬ 
cerns to expand and become more 
efficient i \ exporting over a period of 
time, A scheme, lias thcreftire been 
evolved to assist industrial units desi¬ 
ring to enter the export field and build 
up their export potential with a view to 
becoming eligible for the special ireat- 
ment accorded to export oriented units. 
Such units \\'ill be encouraged to pul 
forward phased programmes of export 
of their products as U> achieve within 
a short period of time a level of ex¬ 
ports equal to those of existing export- 
oriented units. Suc»i phased program¬ 
mes if approved by govemment will 
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units. 

Liberal Import Policy for Exports 

Import policy is designed to facilitate 
the growth of export production and to 
enhance the quality and competitive* 
ness of our exports. Exporters can ob¬ 
tain imported raw materials and equip¬ 
ment required for export production 
under the Import Policy for Registered 
Exporters. Import replenishments 
accruing against exports under this 
policy can also be used by manufac- 
tureres for the import of machinery 
required fur replacement, balancing 
or modernisation or research and 
development, for an amount not 
exceeding 50 per cent of the value of 
licence or Rs 2 lakhs, whichever is less, 
provided that this facility is not afvailed 
of more than twice in any financial year. 
The facilities of advance licences, ‘im¬ 
prest* import licences and ‘on account' 
licences have been introduced so as to 
ensure continuous supply of raw mater¬ 
ials and components for export pro¬ 
duction. Applicants for import of 
capital goods, equipment, dies, jigs and 
tools required by exporting units for 
expansion, modernisation, diversifica¬ 
tion of production facilities as well as 
for research and development with a 
view to developing their export potential 
will be accorded high prioiity. A 
special allocation of foreign exchange 
in the foreign exchange budget has 
been made to that end. It has been 
decided that exports made in discharge 
of export obligations (against import of 
capital goods) will be eligible for the 
grant of import replenishment licences. 

Ill order to accord greater stability 
necessary for the growth of exports, 
a scheme has been introduced for the 
registration of export contracts involv¬ 
ing deliveries over a period of not less 
than six months. In respoot of exports 
made in the execution of such registered 
contracts, the exporters will be eligible 
for the same levels of support in respect 
of import replenishment and other 
benefits under the import policy for 
registered exporters as were permissible 
on the date of such contracts with over¬ 
seas buyers. A higher import repleni¬ 
shment may he allowed to an exporter 
to accommodate essential raw materials 
or components required to be imported 
on the ground that the quality or quan¬ 
tum of the indigenous substitute is not 
adequate, or its price is too high to 
maintain the competitive strength of 
the export product. 

Foreign Collaboration in Export- 
oriented Prodaction 

Foreign collaboration will be more 
freely permitted in the case of primarily 


JUMp^Wl 

exporiHorieatod tmiu* The* exietifig 
collaboretiofi agidbmonts providliis 
restraints on oxporpi wiU be suitably 
revised when due for i^newal* The 
poKcy of not allowini; foreign collabo* 
ration in trading activities may also be 
relaxed provided such collabocation ia 
intended exclusively for exports* Fore¬ 
ign collaboration may also be cons^ 
dmd in low prioiity sectors if tjie col¬ 
laboration agreement provj^ for tbe 
sreater part of lAroductton to be 
exported. 

Priority In Supply of Indigenous 
Materials . 

Exporting units will be granted prio* 
rity in the matter of supply of indit^n- 
ous raw materials for exj^rt production. 
There is also a scheme for the supply 
of certain plastic raw materials and 
other materials at international prices 
by indigenous producers, for export 
production. 

Compulsory Export Obligations for 
Certain Units in Priority Sector 

Industrial units engaged in priority 
industries which fail to export at least 
5 per cent of their production are IJdble 
to cuts in their import requirements 
apart from being inelimbie to the pre¬ 
ferred sources of supply. 

Compensatory Support 

Compensatory support is allowed to 
exports of selected products to develop 
marketing competence and to neutralise 
the disadvantages inherent in the present 
vStage of development of the economy 
and the various state and local taxes 
and levies not refunded. Rates of 
compensatory assistance are expressed 
as percentage of f.o.b. value of exports 
and generally vary from 5 to 30 per 
cent. Engineering goods, chemicals 
and allied products are. eligible for 
compensatory support. 

Trade Development Authority 

The function of TDA is to promote 
i»elective and intensive export develop¬ 
ment of products with growth potential 
by technically competent and commer¬ 
cially viable units, to the developed 
and developing countries, through pro- 
vi$ioas of package of services in the 
field of export production and mafrket- 
ing. The products and the markets 
to which TDA*s programme is directed 
are new and highly sensitive to per¬ 
formance of contracts according to 
scheduled deliveries. The products cho¬ 
sen by TDA include parts, components 
and accessories which go into, tbe 
production assembly and any delay qr 
default in shipment would hold up 
production lines abroad, resulting ulti¬ 
mately in loss of business. Hie govern¬ 
ment has approved a packajm plan 
for servicing the requirements of 



law 2S. 1971 


1 «amtamsT 


■ -m 

state trading are tak&g active measures 
to ensure an efTective planning of im*, 
port requirements, efficient procurement. 
distrHmtion and stocking of imported 
ilso Iwn recogni^ w a being made by tEe’ ECf/tFE countries goods. Sale prices for distribution of 
authonty tO') pMlffidM-l’Mgidttri xMsobdi&bi'' co<' i gbodstoMtual users will be detanwiAed 


clia^le. Accost^ to tbs, simirfiffiB<oaat«MMM«daifB»tM 
procures have beetle evolved for pro* requiremeiits 
ceewng aw Ucations duly recomipended 

j^e TOA lor advance licences. The We have strongly suppoited efforts 
TDA has also been recognised aa a being made by E^FE 

sfaMisoring authority fb*-'»6bniinAW^ 
ipg applications for import of capital operation. Significant 


^uipmetit and new toolings in balanc- 
iwmodernisation/ expansion / creation 
orcapteity. j ,<>, ,, 

Geiieiali8ed6clicnie of Tariff Preferences 

The agreement on introduction of 
the GSP by the developed marlcet 
enonomy countries, concluded in Octo> 
her, 1970 under the auspices of the 
Ut^AD^SpCcial C^mittce on Pjte* 
ferences holds out a Cnaiienge ana an 

m tunit 3 f;i^ ,a fiOMfry like Jndja 
is stru^ling nard to ex^hd 
and diversify its exports. EEC and 
Japan have decided to introduce GSP 
by July, 197], Other developed coun¬ 
tries may introduce GSP by July, 1972. 

^iiltelia's exphris can biCrbase by^boik 
S200 million (Rs 150 crores) as a result 
ioi^^6SP jkcM^d yfd suffidefiUy 
alert to ^iie the new opportunities. 
Although India’s exports to the Com¬ 
monwealth developed countnes may 
suffer as a result of our having to share 
our existing preferences with non- 
flommonwea^t devclogiMi,countnes^ 
the Overall b^efits to Inuia on account 
of>preferences.ui the EEC, Japan and,, 
VJSA arc Ifkcly'to exceed'any pos.siblc' 
loss m Commonwealth countlncs 

India's Trade Relations 

The decision of the United Ringdom 
to impose an import duty of 15 per cent 
♦oiilP Indian! teiqtilcs fromi ncxtrywn 
has aroused justified resentment in this 
camry. Thiailsue,awcUasthewifbVl 
problem of the likely effects on our ex¬ 
ports, of UK's entry mto the European 
Economic Community, is engaging out 
close attention, ft is our intention to 
persuade the Community that the 
ttimait of^hjbttral trndmg'policies;is 
m our mutuaf interest. Our economic 
ro^ptjons wMtJil^c sociahst-country of 
eastern Europe have continued to 
develop satisfactorily to our mutual 
interest and it is our intention to fur¬ 
ther strengthen these relations. 


Jn^ia 
ing econofiTii 


progress was 
made at the meeting of the Council 
of Ministers for Asian ficosomic Co¬ 
operation heW in Kal^ from pecem- ^ ^ 
ber 16 to 19,1970 towaros the mabiii^- 
ment of an Asian Clearing Union and 
launching of a trade exf^nsion pro¬ 
gramme as speedily as possible. India's 
close and cordial economic relations 
with the neighbouring countnes will be 
further devdoped 

u i ; vj- 0^ i. 

Expanding Role of the Public Sector in 
Inpponp ’ i< 1 M I 

It is the declared policy of the govern¬ 
ment to expand the role of the public 
sector m the country’s import trade. 
Government are convinced that state 
trading can be of great help in taking 
advantage pfiosonomina^of soalp arisiggo^ 
out of bulk contracting, bulk procure¬ 
ment i and ^ulkr shipmejirts a|id»ilherebyn < 
securing favourable c.i.f, prices of 
imports. State trading can also help 
to deal more offectiveTy with the evil 
practice of over-mvoicing of imports, 
mop up a part of windfall profits accru¬ 
ing to private importers and also in 
pur^ufifg ordhrf/^icifig^ill didtriWtion 
policies. Consistent with these objec- 
tivei', liMder thbiAew1iiil{kh't pbll^y foi^ 
1971-72, 51 additional items have been 
added to the list of imports canalised 
through public sector agencies. With 
the addition of these items, the list of 
canalised imports will cover 112 items. 
On this basis, the public sector agencies 
win imndle^jibfiat 70 pdricend efilotal 
imports by March, 1972. 


{..lilt .^nd ,n 


by the public sector agencies concerned 
subject to the guidance and general 
control of the Ministry of Foreign 
[Trade., [The working of public sector 
agencies in regard to proeW^ment. 
pricing, distribution of imported ma¬ 
terials and other procedures will be 
reviewed every quarter by .a committee 
in the Ministry of 

^ {'M; 

Simunlng Up 

I K A ''JMIJ i/ 

Jn the lust fifteen years, India's 
mduBtnal structure, ibeoBf 
diversified. It is now i^ssible to sustain 
a large scale export effort in which 
both traditional and' riOh-tiliifWlioaUl 
Items must play an innpOrianitilr^. 
Our managerial and technological skills, 
includmg our knowiedj^ of technique 
of int&tiational mai^Ctmi* hkVb^clonsj* 
4erably increased m the last two,de- 
cadiis. Institution^ for 

the promotion of exports have been 

SftsrdSSd'&dfeMff. 

lised system of tariff'*tttWe«w6di4h 
favour of developing countnes consti- 
>tMtcs ar.o«htr major ft^raW^.rt^vflloo- 
ment for our exports. Government poll- 
rips wedltcpminue to.pcampfg^auftfwed 
growth of export production ana to 
strengthen the quality and competitive¬ 
ness of our exports. In this connec¬ 
tion, public Isectop'dgdndesiwiUphiyah 
increasing promotiobalr rdle^ Qp 
basis of all these developments, it is 

els or income an 
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[y suppori^ increas- 
sermion amon]^ de- 
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to foster mutual co-operation am^ 
devffidPtnS countries to nnpart atrengui 
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Al LUltCIll pliLLS 

n294 

I40SO 

14871 

17094 

20061 

20621 
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28678 

11174 

At 1960-61 priL-ts 

11394 

11761 
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14845 

15917 

15021 

15243 

16660 17057 

17955 

Per capita net n tlion il 
product (Rs) 
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116 4 
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168 4 

423 2 

425 1 
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560 8 
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At 1960 61 prices 
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150 9 
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179 8 

211.4 

215 7 
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At 1960-61 prices 
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125 1 

128 3 
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138 2 
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183 1 
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At current puces 

14029 

14860 

15803 

18088 

21176 

21819 

25285 

29889 

10329 
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At 1960-61 prices 

14029 

14547 
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15758 

16900 

16021 

16307 

17777 

18225 

19173 
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n<itional product 











At current prices 

100 0 

105 9 

112 6 

128 9 

150 9 

155 7 

ISO 2 

213 1 

216.2 

235.4 

At 1960 61 pruLs 

100 0 

101 7 

106 4 

112 3 

120 5 

114 2 

116 2 

126 7 

129 9 

136 7 

Lstimaled population 
(million) 

4U 

444 

454 

464 

474 

484 

495 

S06 

517 

529 


*rhi& table had appcdrcd on page 1187 of oui is&uc dated June 18 with some erron. Here is the eorrect (tble, 
iprovisional Hviorc 10 million 
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Lightnoos corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions There are endless applications 
in every Industry using fabncated metat 
shapes as components of assembly A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost 
Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
teds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes 
Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry^ It will pay you handsomely to 
do so I Please write to 
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Lightnes<i corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINOALCO Aluminium 
Extrusions There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly A sin¬ 
gle aluminium extiuded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction m cost 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed m a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams. H-sections, hollow shapes 
or semi-hollow shapes or special shapes 
Why not investigate the possibilities of 
Aluminium Extrusions application in your 
Industry*’ It will pay you handsomely to 
do so ( Please wiite to 
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The Chief Minister of Tatbil Nadu apparently congiderb himself a better socialist 
than Mrs Indira Oaiidhi or even Mr Y.B. Cnavan. Mr Karunanidhi, while pre« / 
seating the state budget for 1971-72 in his capacity as Finance Minister Mb made 
a speech which repeatedly proclaims his socialist claims and convictions in 
flowery prose. In fairness to him, however, it must be said that his budget does » 
have a series of good social welfare proposals to his credit. Mr Karuoanidhi 
has alwavs taken a severely practical view of public finanre as a very useftil 
tool in the hands of a government which understands the meaning of power. 

He has not allowed a mere accountant's attitude to come between him and the 
popularity that could be bis through the skilful deployment of public funds. 
Verily, in his case, money is what money does. ^ 

It is possible that there have been occasions when Mr Karunanidhi has 
made mokiey do things which it should not have been asked to do. In this budget, 
however, in setting raoney to Work, he has generally teen to it that it attempts 
good works. In addition to general development programmes for agriculture, 
electricity, roads and small industries, the Tamil Nadu budget has given attention 
to a number of imaginative schemes which are cither employment-oriented or 
designed to benefit specifically the backward classes or other vulnerable or less 
privileged sections of the population. Whether it is rural housing or land for 
agricultura] labourers, who are mostly Harijans, or facilities for education for 
students from the backward classes, Mr Karunanidhi has been able to squeeze 
the state exchequer for funds. The expenditure estimates have thus succeeded 
in creating the impression that here is a government which, in its own way, cates 
for the people. It is certainly refreshing to read in the budget speech that '^truly 
has it been said that mother earth laughs at him who says, 'T cannot do any-*' 
thing because there are no resources’." 

Money, however, still matters and fine phrases unfortunately are lesseficctive 
than the printing press at Nasik in covering (or covering up) budget deficits. In 
Mr Karunanidhi’s case, this deficit amounts to Rs 59<m’ores which he incidentally 
ascribes mostly to NeW Delhi’s failure to be more reasonable in the matter of 
central assistance. NeW Delhi, however, has its own problems and certainly, 
its explanations. Madras therefore has got to do what it can about its budget 
deficit. Fortunately there is Prohibition to be scrapped and the chief minister 
has done this. 

Thanks to the prospective revenue from Drink, the Tamil Nadu government 
should bt able to look forward to the budget deficit becoming more manageable 
eventually. All the same the chief minister has chosen to think of ways, good, 
bad or indifferent, of adding to the state’s revenues. He has raised the tax on 
urban land holdings in Madras city on a graded scale and has also extended this 
tax to four other metropolitan areas in the state. He has ato given another 
turn to the screw of the sales tax, with Madras city further being rnade liable to 
a special surcharge on sales tax, the proceeds of which will be applied mainly to 
slum clearance in this metropolitan area. As his contribution tow^ds the 
national task of securing development resources from those who derive sub¬ 
stantial income from agriculture the chief minister has proposed certain changes 
in the agricultural income-tax which will have the effect particularly of exacting « 
larger contributions from those cultivating commercial crops. 
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Most of Mr Karunanidhi’s budget decisions relate to social welfare rather 
than socialism. This cannot fully satisfy the new breed of crusaders among 
us. The chief minister therefore has to show his rcsourcefoli^ss. As a true White 
Knight in the battle for the Holy Land, he has done this by announcing the 
nationalisation of all passenger transport divisions of transport undertakings 
having 50 or more bus permits. Mr Karunanidhi has slated the justification for 
this move in the two following sentences which carry Ihcir own commentary 
(and, perhaps, con^mnation); 

"The prevention of the concentration of economic power in the hands 
of a select few, and a wide dispersal of the economic strength among the 
deserving many, is one of the basic principles underlying the evolution of a 
socialist society. Another important aspect is to nationalise the contmrnd- 
ing heights of the economy." , 

At a more earthly level, the decision of the Tamil Nadu government to ntrip 
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the brger iran^iport undtrtakmgs 
' tfa^ Mlsengor iransnort bvainess 
wqUIi perbapft be explained m terns 
of cetiam sectarian inotives or par 
Usan objeclives that even Mr Karuna 
nidh] jna> not be man enough to 
comipit to cold print Moie important 
still, this latest manifestation of the 
socialistic spirit promises to rcpJttc 
the proved dynamism efficiency and 
social worth ol private enterprise and 
management in the passenger •‘tction 
of the load transport industry in Tamil 
Nadu by governmental inertia incffi 
ciency and corruption State transport 
already authints tor sortie part of pas 
sengcT traffic m T imil Nadu did 


although It started well and progressed 
reasonabb under the Congress admi¬ 
nistrations which pteeeded the advent 
of DMK rule it has degenerated in 
recent years and its current working has 
cat cd substantial damage to the repu¬ 
tation ot the present administration in 
the state The first concern of Mr 
Karunanidhi should therefore normally 
hpvc been to seek to mend matters with 
reg« rd to existing state transport ser¬ 
vices but then the saw dust C osars 
(male and female) who strut across 
our pcliiic 1 stige today have become 
so much ot a law unto them¬ 
selves thit they can get away with 
murdci 


Breaking the Barriers 


Ttu Tradi Development Authority 
(TDA) has taken credit for ha\mg fort 
cast with remarkable accuracy this 
country’s exports m 197Q-7I Jls re 
search and analysis division had pro¬ 
jected the exports at Rs 1 5')5 25 trores 
IS against tl^e final figure recently dc 
dared by the Department of Commer 
Lial imelJjgence and Statistics (C aIcul 
ti) (DGCIS) tt Rs 1 5^0 CTorts the 
marginal error in this case worked out 
to be 1 per cent only While the 
IDA neceK to be congratulated foi its 
success in this particular held, which 
shows thtt its research staff is lully con 
versani with the recent trends in the 
composition as well as the direction of 
our exports it needs to be strcised th it 
It has still to mtke its contribution to 
increasing the volume of our exports 
According to the annual report of the 
Authority for the year ended March 
1,1971, Its effective functioning staitcd 
from November last year Tt follows 
that It has hardly had timt enough to 
settle down and draw up detailed 
schemes regarding its working opei 
tioiis 


means of increasing their exports to the 
developed world consisting of the USA 
Canada western Lurope and Japan 

The merchandising division has selec¬ 
ted the manuU cturers as well as the pro 
duct groups on the basis of the spare 
capacities avail ible with the units and 
various other relevant factors It has 
been estimated th< t the annual interna¬ 
tional tn de in the case of the products 
selected by the TDA is around Rs 2 250 
croics at present Our share m the ex 
poit ot these products to the developed 
world IS no more than six crores of ru 
pecs Prospects tor increased export 
of these Items to the target markets arc 
reported to be bright and a lough esti 
mate mdjeatts that there is a possibility 
of increasing (he exports of these pro 
duets up to Rs 50 crores a year The 
FDA however fully realises that sen 
ous and sustained efforts will be le 
quired to translate the potential into 
'ctu< I exports by enlarging their quan 


chafp^ter Bq4,Cotnptelt)on 

vJiriOUi.Bcheme$ourrteiit. 
ly beng worl^ out by the hierchatidJi* 
itig diviston of the authority, one 
which seems to have great posubihtm 
IS the ‘‘airport electronics project*’ foi» 
bonded processing and waiehousiag 
facility concerning export of assemblies 
and sub-assemblies of electronic qquip* 
ment and components T^is project 
has drawn inspiratiod from a similar 
enterprise established lU the vicinity of 
Kauspng airport m Taiwan An inte¬ 
resting aspect of this project is that both 
the inoport of raw materials and the ex-* 
port of finished products would be by 
air freight In order to give concrete 
shape to this project, arrangements 
have been made to acquire land near 
Santa Crux airport in Bombay because 
of the ready air freight facilities avail¬ 
able there If all goes well, this project 
IS expected to yield net earnings of g 5 
million foreign exchange every year 

The electronics industry, no doubt, is 
one of the lapidly growing industries in 
our country and since this country has 
an advantage in the form of ample 
availability of relatively inexpensive 
technical manpower there are bright 
possibilities of increasing exports of 
components and equipment There 
seems to be, however some wishful 
thinking m the project drawn up by the 
TDA Among the 17 electronic com¬ 
ponents and equipment chosen for ex¬ 
port development m the first phase of 
the TDA’s operation are some products 
such as the electronic task calculator 
which IS not currently being manufac¬ 
tured in our country at all Some of 
the licensees have still to produce a 
prototye It is doubtful that this coun¬ 
try will be able to export this paitici lar 
product m the near mure as Japan has 
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Broadly the TDA h s been assigned 
three tasks, namely merchandising 
information, and research and analysis 
of our exports The mercha nd*sing divi 
SI on forms the core of this new organist 
ti n which IS supposed to identify c\ 
portable products, manufacturing units 
fn this country which have sp, rt crpaci 
ty loi exports and buyers abroad Its 
functions include the establishment ol 
buyer-seller contacts and the servicing 
o>f inputs into export production and 
marketing During the brief period m 
which the TDA has been m operation it 
has enlisted the co-operation of no Jess 
than 170 Indian companies which are 
willing to work in close association 
with |t for increasing the volume of their 
exports These companies manufaet ire 
about 100 specific products and«n effort 
IS being made jointly by the TDA ami 
the manukicturers to find ways tnd 


From ihc poini of view ot exports the cotton 
situation today is jiKt the reverse ot what it 
was m 1*141 Now theie is vciy little cotton 
left for disposal m foreign countries The evolu 
non of a cleai tut polity foi exports of raw tot 
ton IS rendered diffitufi by the interaction o! 
various domestic and external factors At home 
the pioblem is to be examined from three 
stand points in iht first place there is the 
question of cotton production^ We have to 
decide how much land aftei considering the 
coniHeting claims of other crops especially 
food crops can be illoiudtoeouon Thisiaises 
the whole controvcisy of food vs cotton 


about which we shall be content with one word 
Considerations of short period demand pno 
ritv for food but after the next two or titfee 
years once again economic factors will oomc 
into the picture To divert cotton landa into 
food crops may not then be neeeftsanly wise or 
right This dots not imply that efforts should 
noi he made to increase production of cqiton 
on the acreage that the nation can immediately 
allot to It In fact, the yield of cotton par acre 
m this country is siitl one of the lowest in the 
world Since 1941^ after readiiitg a record of 
103 lbs per acre, the average yield has declined 
tn 1942 43 It came down to 9B lbs 



^ ’ll'* ^ ^ 


i I ^ 

im 

mite iq IIS mmtt* 
tti teftois of 
thb WorW With ctep <^tdi foiiqble eject- 
roi^ c^lcvlttin^ fii«chfiiei It it oftly 
to be hop^ that the TDA would not 
ftil to do the neccswry home-wotk at 
,wetj as maricet lesesrch before planiijng 
to push these products into woild mar¬ 
kets 

While decision to set up the 
^'bonded j^ocesnng and warehousing 
facility*’ at Santa Crur airport (Bom¬ 
bay) has already bwen taken, it is pro¬ 
posed to send a delegation in September 
fhjs year to Taiwan, South Korea, 
Hortg Kong and Puerto Rico foi study¬ 
ing the procedures regarding waic- 
housing 20 ne> in these countries The 
delegation is also expected to visit 
Jaoan, western Luropc ^nd the USA 
lor establishing long-term buying cont¬ 
racts dnd for pinpointing silcction of 
components and sub-assemblies to be 
prt^ssed at the Santa Ciua facility 
Thif delegation, it is reported, h^ s been 
cleared by the Electronics Commission 
which Was set up sometime back to 
plan the gi owth ofthls industry It will 
cqpsist of ten m<*inbLis, iwo from the 
Electronics Commission and the De¬ 
partment of Elcctroniis two (rom ihc 
TDA and six nominees ol public and 
private sector electronic manufacturers 
Ostensibly, the purpose o| this delega¬ 
tion IS to study the markets abioad bc- 
foie embarking upon the warehousing 
project What is not dear is why such 
a ponderous delegation has been consti¬ 
tuted lot this fact-finding mission 

It IS well-known that m the past, 
large delegations had served little 
useful purpose, specially if there were 
no competent market researchers among 
its members If this wcie a delegation 
which was visiting foreign countries to 
enter into sales contracts with foreign 
firms, its compoation could perhaps 
be justified, though having four out of 
10 members from bureaucratic setups 
could haidly be justified It would 
have been letter had trained market 
researchers been tasked to conduct a 
quick market survc> which could be 
followed b/ visits of competent salts 
delegiUtons of mi^nufactnrurs to pro¬ 
mising maikeis ibroad 
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Undoubtedly there are ceitam pro¬ 
posed activities o| the TDA which de¬ 
serve full support For example, its 
efforts in regard to buyer-seller tonlacis 
are indeed praise-worthy as they have 
already resulted in export contracts in 
the ^United Kingdom, West Gretmany 
umi the USA worth $2 5 roilbon in ih^ 
past SIX months Again, two of the 
largest department stores in the USA 
been pat in touch with Indian 
gataMers ana the former have shown 
intwcst in a wide variety of goods such 


tt tnMnk<»r j^os iKKmt Ujitt rteda* 
ter bteydes, Mcyile c<nMon^, ct«in> 
lea itwl cirttoy ?U gw- 

nwati According to ctirlwM ladicaT 
Hone* twee two deptMftmrnt Btores 
21*?* w Itkely to import goods worth 
519 nnUion « ya-r 

Anot^r jiu)ov,tiott thet the TDA 
has fried i, to uiviu biiyen dckg.>tions 
to ow country Two of these delega¬ 
tions from Ja^ showed interest m oui 
piattK and cnemiuil industry products 
and sewing machines The second drlc 
gation IS reported to hyve p)<>(.ed some 
trial urdw foi sewing mrenme compo¬ 
nents This produit-hy-product ..nd 
client-by>client idcntificrtion of export 
possibilities IS likelv to yield dividends in 
the long run Consideiable sprde work 
Will howeser nave to be done belore the 
contribution made by the TDA can 


mab Itself fblt in tb t««aitiy of our ex- * 
porta 

t »at ye^r when the TDA Ws*s inaugut 
r^ted, It Wtfs stated some i.rit(ca <hal 
tnc mere multipJiCt*tion of such org^ni- 
Nf tions would not mercase our exports 
To p certain extent, this criticism will 
holds m so far es the information* and 
werreh end atwlysi* divisions of the 
TDA are concerned It is the merchan¬ 
dising division which is likely to bring 
forth some fruitful insults The other 
divisions Will be duplicating some offhe 
work cunently being handled by some 
Wings of the Ministry off oreign Tra^ 
and the Jndipn Jnsfitutc^of Foreign 
Trade If however the mcrchandtung 
division proves e good public relations 
dgency between the Ministry of Foreign 
Tirdc and the exporters and helps in 
mUigi ting the woes of the exporters, it 
will have served its purpose 


Financing Agriculture 


Bureauc racy is often blamed for its 
' trained incapacity for decision”, and 
this generally holds good regardless of 
whether the decision pertains to a pub¬ 
lic sector undertaking or to a private 
sector company So, Prof M L Dant- 
wala, Chairman of the Agricultural 
Finance Corporation, Ltd (AFC), must 
be supremely happy that whatever he 
wanted has materialised almost ahead 
of anticipation as it were Prof D,int- 
wala referred to three requirements 
in order that the AFC might enhance 
its utility to us shareholders and to the 
general public, namely, augmentation 
of the Corporation’s financial reso¬ 
urces, utilisation of th* corporaton for 
canalising World Bank funds to agri¬ 
cultural piojects and extension of the 
term of appointment of custodians or 
chief executives of nationalised banks 
foi one full year 


As (hough m answer to the AFC 
chairman’s prayers, the union Finance 
Minister has already inlroduced a bill 
m the Lok Sabha to enable the AFC 
to borrow from the National Agricul 
tural Credit (long-term opeiations) 
Fund of the Reserve Bank of India 
In his speech to the shareholders at 
the third annual general meeting of 
the AbC held in Bombay on June 18, 
1971, Pi of Dantwala remarked that, 
in as much as most of the Corporation’s 
paid-up capital had been in vested in 
long-term loans to the state electricity 
boards, its financial resources had 
become very limited and accordingly 
hinted to member banks hence¬ 
forth practically the entire amount 
of the sanctioned loans would have to 
be odntnbtited by them Whether 
tnember^banks wiU hoed to this appeal 
or be abfo to do so or not, the AFC 


need not feel the constraint of resources 
to carry on its admittedly useful and 
also im igmative work on the agricul¬ 
tural front Again, since the AFC’s 
cl^im to have the requisite expertise 
and experience m financing agricultural 
development is fully borne out, it is 
only a matter of procedure for the 
government ol India and the Reserve 
Bank to accept the Corporation’s offer 
to utilise Jts services for channelling the 
Woild Bank’s funds to agricultural 
And, when this happens, iho 
ArC’a resources would be tuither 
augmented to take caic of all its needs 

'fhe AfC chairman himself must 
have been agreeably surprised when he 
announced to ihe shareholders at the 
annual general meeting that, just a 
day prior to the meeting, the govern¬ 
ment of India had already issued noti¬ 
fications permitting the custodians or 
chief executives ol banks to continue 
as directors on the AFC Board lot a 
full term of one year from July 1, 1^71 
This IS indeed js a timely decision and 
the amhonties certainly deserve to be 
praised tor this eicpeditious disposal 
It IS now for the Corporation to go 
ahead with all its plans and reaUy 
cnh^mcc its usefulness A brief refe¬ 
rence to the AFC’s activities so far, 
in pc«rticuldr during the third year of 
Its existence, suggests that at should 
be able to do this 

In 1970, the AFC's grosfif profit 
amounted to Rsv 5,19,739 After ad¬ 
justment of the deficit of Rs 2,66,596 
of the previous year and other adjust¬ 
ments, the net profit amounted to Rs 
2,68,246 These are no doubt meagre 
figures as Prof Dantwala hiipself ad¬ 
mitted m the chairman’s address, 
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hm, .»s he aptly the Corpora¬ 

tion s main lanction is to assist mem- 
*ber«banks to diversify and expand 
their fln« ncing of agriculture vcn^hik 
It has to run on business pnndiples 
This *»pirrt wc must also bui in inind 
thi anomaly in our incomt-tax rules 
thifUhas led to the AlC bving assessed 
to the extent of 65 per cent of its 
income While until the nc'liom<ltsa 
tion of 14 K*nks, the AFC mjv not 
have been <« compiiny in which the 
public IS substantially interested, it can 
no longer be treated that way It is to 
be hoped this sensible contention of 
the Alt would be accepted by the 
authorities, which would mean its in¬ 
come to the exit nt ol only 55 pei cent 
Will attidct lax Thi Corporations 
capacity to tarn profits Iso became 
furthci restricted with the decision 
ol the AFC Board not to undertake 
direct loaning as far as possible but 
to cndccvoui 4 nd secure extensive 
participction of its membcr-bcnks in 
financing agriculture Lven where the 
AFC decides to particip< ic directly tor 
special reason it is required to take 
care and restrict it to short periods 
only In a w<y this loss ol the AFC 
IS the gam of membci-banks which, 
It IS to be hoped will p. rticipetc 
on a biggci scale than hithtrto 
purticularlv m «rca dtvtloptncnl 
projects 

I he cflcct ol the Board s decision it 
may be noud here is alrc idy rcih i li d 
in the 1970 results ot working of the 
Corporation Ihus although the Boatd 
approsed and smctioned <ux piopo*^als 
involving total finance ot utarlv Rs 27 
crorcs (over Rs 90 crorcs m 1969) the 
Corporations own commitment was 
less than Rs two cioics bv wax ol a 
loan to the Maharashtra State I cctn 
siiy Board and Rs 2 5 lakhs by wax of 
short term (working capital) loans 
to member firmcis of a sugar fauoiy 
m ihc state ol Bihai 

Whit IS iiotcwotthy is that whether 
ihe participation is dircet oi via mem 
Ixi banks all the projects wcrcloimu 
latcd processed and appraised bx the 
Af C It IS not surprising to note thcic 
tore, that more and more member 
banks have begun to make use of the 
expertise of the Corporation loi the 
appraisal ol then projects Dining 
1970 for instance the Al C received 
and appraised 14 schemes involving a 
total amount e»l Rs 8 71 croics This 
suggests that teehmutl apprusalhas 
been more oi less streamlined but the 
lact that thepUvC of disbursements un¬ 
der some major schemes still continues 
to be slow indicates the urgent need for 
streamlining the disbursement mechan¬ 
ism also It IS just as well that the 
AFC IS already at work to quicken the 
pace of identifying the bottlenecks 
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with a view to eliminating them 

Both the AFC and Prof Damwala 
are evidently aware that their work will 
br judged, in the mam, by the Corpora¬ 
tion's performance in respect of the 
at 'a development projects(ADP) which 
arc Vcniy a dfR ult proposition in 
that, besides locating, formulating 
appraising and <*anctioning these pro¬ 
jects as also evolving d proper pioee 
dure* the AFC hus to deal With several 
state goveinm nts and their varying 
legal and oth<r piocedurcs which is a 
iimc-convum ng prccess in all consci¬ 
ence y\s it this IS not enough there 
arc diFercnccs in procedures and do u 
mentation acquire nenfs that arc adopt 
td by the participating eommcn lal 
banks too However the AFC has 
undertaken a study of all these with a 
view to evolving a simple and uniloim 
pioicdurc and documentation Once 
this IS done and the tempo of disburse 
ment improves the A DPs which are 
aheady b licved to be gathenng mo¬ 
mentum should get cffeetivcly impk- 
menttd 

F or purposes of leeord it is perhaps 
necessary to mention here that as i 
result ol the Al C s operations 106 186 
inigation wulls h ive been ejuigiscdand 
the pumpset j^uichase financing scheme 
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has become standardised and xrtadeal^ 
most fool-prbof The AFCa integraled 
agricultural dwclopmcnt projot^tl, a8, 
for example, at Jalna and the ^Trsk 
stabilisation fund" at the open well 
scheme of Raipur, have grown m 
populantv The Corporation has alsq 
successfully made over a deep sict 
fisheriLS proj ct to one of its mfcmb'f- 
banks The incicasing number of re¬ 
quests to the AFC for the ptovikion of 
technical <onsultancy services, eg the 
lequ st ol the Gujarat State Agro 
Industiies Coipora ion T/d, is yet 
anothci proof of the Corpordtion's 
poputantx Above all the Corpora¬ 
tion has brought about eflTco- 
tivt to-ordination not only between 
eomm reial banks but between these 
banks and other agencies, including 
the slate governments, co-operatives 
and a numbet of leading voluntary 
bodies such as the Bihar Relief Commi¬ 
ttee CARL WAR ON WANT and 
AFPRO And these functions of co¬ 
ordinations and involvement, as also 
participations of other agencies, owe 
muth to the hold and imaginative 
leadership of the AFC s Managing Di- 
leetor Mr B Rudinmoorthy and his 
al Ic assoeutes The Corporation* is 
indeed fortunate in bcin^ able to cn ure 
Mr Rudramoorthy s continued guid¬ 
ance loi a tuither two year period 


Lags in Steel 


Thi pnonic tion andeapfcity figures ot 
I he five mtegr led steelworks m the 
country for the Ipst quinquennium 
clcprly biingr ut the sad state of affdis 
in this industry The combined latcd 
Cf p eitv of the five steel plants Bhi¬ 
lai Rouikelaand Duripunn the pub 
lie secioi nd IISCO and IlSCO in 
the private '‘ccior — losc from 7 17 
million tonnes ingots m 1966 67 to 
7 92 mi III o i tonnes in the next year and 
to 8 9 nijJlion tonnes in 1968 69 1 1 which 
level It hiS remained st, tionary since 
(lien Pioduetion on the other hanel 
has gt»ne down persistently ft fell Irom 
6 45 million tonnes ingots m 1966 67 
to 6 17 million tonnes in the subsequent 
year After looking up slightly to 6 II 
million tonnes in 1968 69 itrcsumcdthc 
donwtrend the next year last year it 
failed to re, eh even six million tonnes 


fact that the effective capacities of the 
latter three plants last year were some¬ 
what lower than their rated capacities 
due to such technological diBiculties as 
inadequcic supply of i el Factories of the 
requisite quality, over>ged locos and 
cranes and considerable backlog of 
maintenanu the picture docs not show 
up any in itcnally The utilisation of 
even the cfiectivc cape ciljes in these 
three pi »nts r, nged between 50 pnd 70 
per cent onl> 

It docs not require ny prophet to 
suggest th t il we can bcttei utilise the 
installed upacily at our steel plants, 
especially at the Rourkela, Durgaput 
and TJSCO works, we shall not only be 
able to have enough steel for meeting 
the domestic requirements but will also 
be in a position to export quite sizable 


Except for the Bhilai and TISCO 
works where the percentage utilisation 
i>f capacity last year, though much lower 
thanm 1966-67 was a bit satisfactory at 
77 6 and 85 8 pci cent, respectively, the 
performance at the other three plants 
left much to be desired The Rourkela 
plant worked to 67 7 per cent capacity, 
the IISCO works to 62 7 percent 
and the Durgapur unit to just 39 6 per 
cent Even if account is taten of the 
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la the Iradlw arttcli » Mail' ^ 
Steel". puUiiM ia oar bene of 
1971, tt was slated tfeat Ike Tata's 
Btoat sad the Pnilsb State liidiistrbif 
rapawat Cofpoiattoa*s JLadtilsaa oa* 

* It steel Ikeai fam ere* It 
htla oar aMke ttaat botb ^ 


la 

lA 




im 

tfOMKtiit. Ctinamly, tli« thortage in 
tatnt of tntehod ttMi. which hat to be 
mat through ii»i>on^ it ettimated bet- 
UMB hair a nilUon and «u>e million 
tuaaet, Somr,categOffiefl of steel, the ins< 
tatted capacity for which it intiifflcient 
and tome other categodet for which 
the demand it not such as to warrant 
doonomio production, will, of course, 
have to be imported till the installed ca¬ 
pacity it raised or the demand becomes 
suQcwnt to enable production indigen¬ 
ously; them categories primarily cover 
flat products. But the imports of those 
types for which are have adequate capa¬ 
city surely can be obviated. 

« 

In fact, the current year’s programme 
of the three public sector steel plants 
aims at this goal. The Bhilai steel works 
this year is envisaged to produce 2,2 
mtllion tonnes ingots — 88 per cent of 
the rated capacity. The Rourkela and 
Durgapur plants are prommmed to 
be operated at 77.8 and 71.9 pei cent 
of their rated capacities, yielding 1.4 
and 1.15 million tonnes ingots, res¬ 
pectively. The'combined output of 
these three steelworks this year thus 
should be in the neighbourhoc^ of 4.75 
million tonnes ingots — nearly 1.14 
mHlion tonnes more than the 1970-71 
production. This year’s production 
programmes of TISCO and IlSCO 
individually are not yet available; they 
too, of course, are anticipated to fare 
better. The toul production of the five 
steelworks in terms of finished steel is 
expected to be around 5.6 million 
tonnes — about a million tonnes more 
than in 1970-71. 

The above calculations presumably 
are based on the hope that the rigours of 
the two major factors inhibiting fuller 
utilisation of capacity — (i) managerial 
and technological bottlenecks, and (ii) 
labour trouble - would be mitigated to 
a great extent. The decision taken re¬ 
cently to prepare a three-year rolling 
plan for eaeh of the five plants with a 
view to assessing their maintenance 
equipment and raw material require¬ 
ments, should indeed go a long way in 
breaking the bottleneck on the first count. 
But the success of the planned pro- 
grammes'Will primarily depend on how 
labour indiscipline is tackled. 

In the interest of improving industrial 
relations in the steel industry, two steps 
have been taken. The first concerns 
the public sector plants. It envisages 
inclusion of two representatives of la¬ 
bour on the Board of Directors of 
Hindustan Steel. The other is applicable 
to aUthe five plants. Under it, the Joint 
Wage Committee, which went into the 
wage structure in the industry last year, 
has be<ra converted into a Joint Negotia¬ 
ting Committee* This committee con- 
eists of the representatives of govern¬ 
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ment and those of the managements and 
labour unions of the five steelworks. 
The employees’ nominees on the com¬ 
mittee are drawn fVom all the trade 
unions representing them in proportion 
to their strengths. A continuous dia¬ 
logue is thus being attempted between 
the steel plants’ management, on the 
one hand, and all the trade unions to¬ 
gether, on the other. 

Only time will show how far this pro¬ 
cedure will prove effective. The press 
reports about the CPM plans, however, 
do not evoke much optimism about the 
success of the procedure- The militant 
leftists among the trade unionists, as 
indicated by the widespread labour in- 
disipJine in the coal belt and the fre- 
uent attempts which are being made to 
isclocate railway services in east India, 
seem to have developed a master stra¬ 
tegy to attack selectively the more vul¬ 
nerable point.s of our economy. The 
steel works are considered by these 
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ndlituntstobettmongsuch points. Will % 
the and order authorities prove 
equal to the demands of this abormal 
situation? The organisation of a ta^' 
force to evaluate evei 7 month the per¬ 
formance of the public sector steel 
plants individually, of course* is a wel¬ 
come innovation. Tt should assist in the 
evolving of remedial action as and when 
called for. *' 

In the interest of improving the supply 
of steel in the next thiee or four years, it 
is indeed encouraging that the construc¬ 
tion work at Bokaro ha.s been acceJe* 
rated a great deal. Thc^first blast fur¬ 
nace complex of this steelworks is ex¬ 
pected to be completed the end of 
this year. The entire first stage, which 
envisages the building up of 1.7 million 
tonnes of ingot capacity, is expected to 
be completed by March 1973. In view 
of the slack demand for pig iron, a 
crash programme has been launched 
raising the capacity of Bokaro to 2.5 




STEEL PRODUCTION AND CAPACITY: 1966-67 TO 1970-71 


(in ’(MO tonnes) 



1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

BhilMiEteel Plant 

Rated capacit> 

2154 

2500 

2500 

2500 

2500 

Actual production 

1852 

1785 

1735 

1859 

1940 

Durgapur Steel Plant 

Rated capacity 

1016 

1016 

1600 

1600 

1600 

Actual production 

754 

738 

823 

818 

634 

RouAdu Steel Plant 

Rated capatity 

1000 

1400 

1800 

1800 

1800 

Actual production 

943 

924 

1162 

1104 

1030 

TISCO 

Rated capacity 

2000 

2000 

2000 

2000 

2000 

Actual production 

2001 

1933 

1816 

1708 

1715 

IlSCO 

Rated capreity 

1000 

1000 

1000 

1000 

1000 

Actual production 

897 

791 

111 

700 

627 

Total rated capacity 

7170 

7916 

8900 

8900 

8900 

Total production 

6447 

6171 

6313 

6189 

5954 



' as an intermediate 

m adh^vint t^^e objective of four mu* 
. lion tontiet About 0 8 million tonnes 
<ff the additional production wbich is 
thus 3belng planned should start com* 
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mg in soon after the first stage In the 
next two or three years, the budding up 
ol several “mini” steel plants, which 
have been vnctioned recently should 
also start yielding some steel 


Truth About Nodernisation 


Mr LN Mishra. the Minister of 
foreign Trade, said in the I*ok Sabha 
on June 7 this ytai that the luie industry 
was not showing any enthusiasm lor 
modernising its machinery He observed 
that (hough t}ic government ol India 
had allotted Rs 8 crorcs foi moder- 
nisation,tht mills were not coming 
forward with then schemes for this 
purpose 

This stalemcni is likely to create a 
misleading impiession about the iute 
industry It seeks to convey the idea 
that the |Utc millowneis do not know 
what la in ihcir own inteiest and that 
they arc obstinately refusing to moder¬ 
nise ihcir machinery despite official 
inducements and appeals ftui the 
tact IS tliat the juie industry has already 
achieved a great deal o( modernisation 
of Its machinery 

The )Ulc industry took up the pro¬ 
gramme of modernisation in 19^0 
Attention Was first concentrated on 
the spinning side It is estimated that 
the production oi one modern sliver 
spinning frame is equivalent to that of 
the three rose spinning hanies ol the 
old type By January, 1968 the in¬ 
dustry had over 600,000 modern sliver 
spinning spindles against I 2 million 
lOve spinning frames, which is said lo 
be equivalent to 40 000 sliver spinning 
spindles 

The US Agency toi International 
Development, in a stud> ol the jute 
industry, has said that the spinning 
process has been modernised except 
the softeners bteaker cards and lint 
drawing frames But in the weaving 
and prc-weaving machinery as well as 
in the dressing opciation the niogicss 
of modernoatton has been rather sfow 
thoug' toi pioducing cat pet hacking 
cloth most milU use prc-bcams and 
mntern dressing machinery According 
to the US Agency s studs the jute in 
dustry has ploughed back during the 
last ‘‘Cven years as much as Rs 60 
crorcs in dealing and modernising the 
facilities foi the manufacture ol carpel 
backing 

Asregarddhe lurthei stage of moder¬ 
nisation, IS the jute indu&iiY really as 
indifierent to this problem Mr 
Mishra seeks to suggest*' The fact is 
that the |ute industty submitted in 1969 
detailed scheme regarding the require¬ 
ments of jute mill machinery dunng 
the period of the louith Plan The 


industry estimated that it would need 
Rs 52 crorcs for its machinery during 
the fourth Plan period, of which mn- 
chmery worth Rs 24 crorcs would be 
available from the indigenous sources 
while the balance would have to be im¬ 
ported I his was the estimate prepared 
before the last devaluation of the pound 
Subsequently it was calculated that the 
cost of the iutc mill machinery required 
in the fourth Plan period would be 
around Rs 48 ciores 

tven if It IS ti uc that the jutc industry 
has become indifferent to modernisa¬ 
tion It IS worth analysing to find out to 
what extent the government’s attitude is 
responsible for creating this feeling on 
the part of the mill-owners For the 
last few years the government’s atti¬ 
tude lo the pioblcms fated by the jute 
industry has been far fiom realistic and 
helpful Most ot the government’s 
actions have contributed to lower the 
profilabihtv of the ]ute industry and 
make its products increasingly un¬ 
competitive in the world markets 

The expoll of )Ute goods declined 
tiom Rs 206 ctores in 1969-70 to Rs 
181 croics in 1970-71 Mr Mishra has 
expressed the vjew that in the current 
year the cxptirt ot oui jute goods might 
go up to Rs 2^ I crorcs If it does the 
countiys thinks should go to Presi¬ 
dent \dhva Khan rather than to 
Mr Mishia 

Ihc jUtc industry’s growth has been 
ictaidcd by many factors such as the 
continuation of heavy export duties, 
uneconomic prices offered lor the go¬ 
vernment’s purchase ol jutc goods, 
inadequate attention to the timely im¬ 
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port* of rR« jtftft. end to nMMWOft Sir 
improving the yield per ecro* Niiir 
the govemmeat used lU infliieniG^ tb Ifiv* 
prove the productivity of labour in the 
jute mills The indiwtry*itcamly 
vealed that since January 1970, the coat 
ofconvcrsion of raw jute into jute goods 
had increased by about Rs 173 pet tonhe 
while, in the same period, labour pro*’ 
ductivity declined by about iS per cent 
due to the fall m efficiency A apobeman 
of the industry said >n April this year 
that the jute mills were '’desperately 
short of working funds”. 

In recent weeks the jutc industry has 
been hit hard by sharpand sudden inter¬ 
ruptions in the supply of power Thb 
government of West Bengal has been 
unable to ensure continuous supply of 
electricity even to such a major in¬ 
dustry as jute which plays a crucial 
role in providing employment to several 
millions of people Non-availability of 
railway wagons nas been anotherhandi- 
cap to the efficient working of the jute 
industry 

In this situation, which ts largely the 
creation of the government, is it realis¬ 
tic to expect the mill-owners to be too 
eager to go in tor modernisation^ As 
if these difficulties aic not enough, there 
are also the constant threats from 
quarters about the nationalisation 
of the jute industry The government 
of India, lor political reasons, will not 
categorically say that il has no intention 
to taking over the export trade in jUte 
goods for a certain period of years All 
It says IS that it has no intention to do 
so ‘for the pit sent” 

Such statements hardly help to ins¬ 
pire confidence and induct large-scale 
investment in the juie industry It is 
up to the government of India to create 
such conditions as will help to expe¬ 
dite the modernisation of this industry 
which IS vitally important not merely 
to West Bengal and the other states m 
the eastern region but to the entire 
country 
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Air Transport Industry 

fiBNRC o* COT 


I HAVE no pretiyiuons to teaching you 
much about air transport but would 
merely Ui» to make a few remarks based 
on an analysis of the current situation. 

• 

Considering the fact that 1 spent a 
certain number of years with the Paris 
Airport Authority, it would no doubt 
surprise you if I did not first comment 
on aviation infrastructure. My com¬ 
ment concerns the cost of this infrastruc¬ 
ture,. Fifteen years ago, this was still 
moderate as facilities were a simple 
matter. Moreover, airport fees were low 
and it was the taxpayer who did the pay¬ 
ing through the various communities 
concerned—cities, counties, states and 
federal budgets. There was no lack of 
arguments and justifications for ex¬ 
plaining why this was so. 

Canse for Regret 

But this situation could not last, 
first of all because community resources 
do not increase at the same rate as air 
transport requirements and also be¬ 
cause other needs appeared to be more 
urgent and maybe also because airlines 
made the mistake, five or six years ago, 
of proclaiming their successes and the 
soundness of their financial status — 
which they of course ascribed to their 
fine management. They had cause to 
regret this since the national or local 
governments came to realise that they 
were subsidising fiourishing enterprises 
and decided to adjust fees so that the 
airport authorities, just lUcc the air 
intiBc control agencies, would cost the 
taxpayer less and acquire a tendency to 
be self-supporting. The rule has now 
been established: air transport had 
attained adulthood — which cannot be 
denied since it is fifty years of age - 
and must live on its own resources and 
pay for whatever it uses. The out¬ 
come is obvious: airlines’ expenditure 
in ground facilities will continue to 
grow faster than the increase in their 
traffic and revenue. 

1 feel it necessary to draw attention to 
this point, not for the sake of repeating 
what so many others have said before 
me, but because of the following addi¬ 
tional point. On distances of medium 
length, say up to 500 miles, air transport 
geherrally comp^es directly with ground 
transport. Particularly in Europe where 
this distance applies to SO per cent of 
travel, railroads have succeeded in re- 
ca^uring a considerable share of passen- 


Mr Ptom D. Cot li Ito PmiemlorAir 
RriBOo, Paris. His adirm dtallag wita the 
**AnBMi of the Onmat Stmatlon In the 
Air IVnssport Indnstry** dillTCtred at ‘‘Thaa/ 
Superfet*’ confarance which was heU an Jane 
4,1971, at DamiUe, Prtaaa^ Is rcartntad here. 


ger travel through the outstanding pro¬ 
gress achieved as regards comfort, aver¬ 
age speed from stop to stop and punc^ 
tuality. Now, a distinguishing feature 
of railroads — like highway transport-^ 
IS the high cost of infrastructure and 
the relatively low operating cost of the 
vehicles themselves. With existing or 
improved tracks, the railroads can pro¬ 
mote their traffic considerably by sell¬ 
ing transport at marginal rates. 1 am 
well aware that railroads appear to 
have thrown up the sponge in other 
countries, the USA in particular, but 
these are definitely not final decisions. If 
we consider highlV urbanised areas tike 
the North East C^orridor, the aircraft 
will very likely not be able to provide a 
solution to passenger transport prob¬ 
lems on its own within the next 20 
years and high speed surface trans¬ 
port means will inevitably be competing 
with air travel. If the latter does not 
succeed m cutting down its ground facili¬ 
ties* costs, it will find itself superseded 
more rapidly and more thoroughly in an 
important sector of its activities. This 
is even more likely since it may already 
be too late to think of installing stol- 
ports at central points in populated 
areas to handle aircraft that are still 
non-existent and will operate at a cost 
that cannot be easily estimated. 

Cost-Efficiency Ratio 

We may therefore conclude that it is 
in the interest of air transport to scruti¬ 
nise all ground facilities* expenditure 
and seek solutions in which the cost- 
efficiency ratio is as restrained as possi¬ 
ble. 

Allow me to deal now with the matter 
that is of current concern to us — crisis 
m the air transport industry. News¬ 
papers and reviews make frequent refe¬ 
rence these days to the difficulties air¬ 
lines are going through. The losses 
several of them incurred in 1969 and 
again m 1970 drew the public’s attention 
while, at the same time, the im¬ 
mense puWtcity being made about 
charters leaves this same public comple¬ 
tely bewildered: How Is it that airlines 


classified among those that sell travel 
rather mtpensively are douig poor busi¬ 
ness whereas those known to be selling 
at cut-rate prices are apparently flourish¬ 
ing? We may point out in the first place 
that the situation is far from being as 
simple ss all that. There are also non- 
scheduled carriers who are in dtfficidty. 
On the other hand, there are many 
scheduled carriers who have so far re¬ 
mained in the “black”. It is however a 
fact that those experiencing the grea¬ 
test difficuities arc the largest airlines. 

The disease is no doubt localised but 
It exists^ in such an imp^tant sector of 
world air transport that it is impossile 
for it not to spread. I shall not presume 
to analyse these difficulties; Business 
stagnation in the USA, rapidly growing 
inflation m the world’s most unportant 
market, a phenomenon hitherto restric¬ 
ted to certain European countries, and 
heavy aviation investments at a time 
when the cost of capita] is high, are some 
of the essential points to bear in mind, 

Sharp Wage Increaaca 

They are not the only ones. There 
IS also the fares policy applied on US 
domestic routes and the highly Impor¬ 
tant Nofith Atlantic sector. Domestic 
fares in the USA have been maintained 
until recently at inadequate levels' 
through government regulations with 
no regard for the rapid climb in costs. 
It is easy to understand the reasons un¬ 
derlying such a policy: in all countries 
in which government authorities are 
empowered to take decisions regarding 
prices, it is natural that they should try 
to keep them from rising when infla¬ 
tion prevails. But, in the USA wage in¬ 
creases have been very steep and sharp, 
especially in air transport. 

Now. wages represent 40 to 50 per 
cent of airlines' operating costs. 
This element of the economic situa¬ 
tion alone is important, so much 
so that the same p^ple who press 
most strongly for easing air transport 
regulations, particularly as regards* 
fares restrictions, are also urging 
deeper Involvement by government 
authorities in regulating the settlement 
of social disputes. Air transport is effec¬ 
tively a service industry and. as such, 
it cannot stock its production or keep 
its customers waiting and any suspen¬ 
sion of operations entails a total, 
irreparable production loss. Social 
disputes consequently tend to accelerate 
the rate at which personnel costs rise. 

On the North Atlantic route where 
scheduled carriers are rather more di¬ 
rectly involved in setting up fares’ 
structures under lATA auspices, other 
phenomena have been operative. If 
we look back at the yeaK 1965 and 
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196$, we will recaU that aii transport 
was in a etatc of euphoria at the lime: 

' it had profited from the enormoua pro¬ 
ductivity gains resulting from tntroduo- 
tioti of jet aircraft and a sound balance 
had been established between capacity 
supply and transport demand. A wise 
policy of lower fares, mainly through 
setting up promotional fares, was adop¬ 
ted. This policy was unfortunately 
pursued from year to year until 1969, 
despite symptoms of a certain recession 
and of definite inflation that appeared 
as early as 1966* Mr Charles Tillinghast, 
then President of TWA, had pointed 
out these dangers at the time, address¬ 
ing in Paris'^hc first symposium of the 
Institute du Transport Acrien 

At the same time, carriers were 
starting to experience the effects 
of an excessively complex fares’ 
structure and the drop in unit revenue 
which was as irresistible as it was 
unforeseen. The anxiety created 
by this relative cut in revenue at a 
time when all carriers were having to 
bear the high expenses involved in pur¬ 
chasing jumbo-jets was so intense in 
1970 that a reverse trend was triggered 
to stem this drop which was all the more 
alarming as production costs were 
climbing steadily. This reaction was late 
in coming and was no doubt short-lived 
jf 1 am to judge from the rather hapha¬ 
zard proposals put forward regarding 
this i^orly controlled situation and 
particularly ihe threat hanging over 
scheduled air transport through the 
easing of charter flight regulations 
that the US authorities have finally 
proposed m keeping with the wishes 
of non-scheduled carriers. 

Cut-Rate Travel 

These earners eT\joy growing favour 
With the public as they sell cut-rate 
travel and cun afford to do so since they 
have practically no overheads, no com¬ 
mercial costs, no ground investment 
charges, no pilot training costs and last¬ 
ly, their personnel expenses are pro¬ 
port iontitely lower. They have few over- 
^ heads as they do not take part m air¬ 
craft and airport studies and design, 
they iiuve neither hangars nor work¬ 
shops as they can have their flight equip¬ 
ment overhauled and maintained by 
existing carriers, among which they 
choose the least expensive, they have no 
station costs us they make use of the 
services of other airlines or agencies, 
they have lower flight personnel costs 
as there is no lack of applicants who 
wdrk nearly twice as much for less pay 
than the flying staff of scheduled ear¬ 
ners and, last but not least, they have 
no commercial costs, no expensive elect¬ 
ronic space reservations system and no 
or very little publicity costs. Besides, 
since their planes operate with seat 
occupancy factor.s of 85 ti> 90 per cent. 
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it IS easy to understand how they 
manage to earn reasonable profits white 
offering fares lower than those of 
scheduled carriers. 

I may add that maiiy of them 
alsc have a high turnover throt^h 
military contracts which provide 
a sound basis for their operations. 
While they are still few in number and 
account for only small share in the 
overall supply, these carriers, who have 
replaced the familiar term *'non-$keds’* 
by the more flattering one *'supplemen- 
tals’' - - although they do not confine 
themselves to ''supplementing” the 
others - can focus their efforts on 
sectors with an interesting potential 
market according to the season, like 
the North Atlantic in summer, the 
Carribean or South Pacific in winter 
and military transport throughout the 
year. In this way, they can operate on a 
satisfactory basis even though the Ja¬ 
panese, South American and Middle 
East markets arc closed to them by go¬ 
vernment decision - and also the US 
domestic routes for reasons 1 am not 
aware of. Should this type of operation 
be condemcned a priori By no means. 
There is nothing reprehensible in it 
as such. It nonetheless introduces new 
risks that have to be measured. Basing 
their operations practically free of 
permanent charges on a structure 
indispensable to (hem, that has been 
set up by and for scheduled carriers 
creates artificially and unfairly a shift 
in the sales' price structure. 

Unstable Balance 

The only counterpart of this shift 
IS a certain difference in the stan¬ 
dard of service to which a large 
section of potential travel clients, 
in what is commonly referred to as 
the "mass transport" group, is quite 
Unresponsive. This mass of poten¬ 
tial clients is so considerable that the 
balance between scheduled and non- 
scheduled transport is patently unstable. 
This instability, which imperils both 
systems of transportation, has forced 
and IS forcing government authorities 
to take action. The solution is perfectly 
simple for many c.>untries and consists 
in total or partial prohibition of supple- 
mentals. 1 mentioned some of them 
earlier on and we find they cover a large 
area of the world aviation network. Is 
this protective attitude the only way to 
solve the problem'^ Those who favour 
liberalism, even if they happen to be¬ 
come protectioni&l when competition 
gets too keen, advocate solutions in¬ 
volving restrictions which, m their 
opinion, promote the establishment of 
new balances. This has led to complex, 
erratic regulations defining groups and 
validity periods to rather arbitrary obli¬ 
gations concerning deadlines for com¬ 
mitments and submitting items from a 
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complex application file to the authori¬ 
ties. 

I am personally wary of *lhe applica¬ 
tion of Parkiuaon’s law. One catmot 
preveal a river from filowing bv piling 
up tiny obstacles. And, after all, do we 
really want to stop the flow ? By no 
means. 'We are trying to prevent a 
sudden, disastrous flood. Let us aim 
our efforts more at regulating the flow 
through control means that provide int* 
ellegent, effective action. Governments 
in Europe, the only continent to which 
US non-schedulcd carriers still have 
access after all, have been giving th!^ 
problem lengthy consideration but have 
not yet found a satisfactory solution. 
Their tourist departments have of 
course generally been lured by the pros¬ 
pects held out to them. They wanted 
tourists, which means dollars, and the 
supplementals would bring in fuUloads. 
It 1 $ probably h<^d to attract business 
on the European market as well and 
set up a traffic flow in the opposite di¬ 
rection. But has the outcome of such 
operations been seriously estimated? 
I doubt it. In this matter, at thp present 
time, the rule-of-thumb ractn<>d pre¬ 
vails and the pedlar of dreams is a wel¬ 
come guest. To hell with the PBBS! 

Inadequate Load Factor 

Shall £ end on this disappointing 
note? No, T shall not. Oh, it’s not be¬ 
cause 1 feel I can offer a radical solu¬ 
tion to this problem. I merely wish to 
point out that, on the North Atlantic 
route and in air services with the USA 
in general, there are certain regulations 
that do not favour scheduled air car¬ 
riers. 1 feel that, to render control of the 
situation more rationahone of them that 
stresses the imbalance between schedu¬ 
led and the other form of transport 
should be eased. I referred earlier to 
the high load factors on charter flights. 
What is the, if not sole at least funda¬ 
mental, cause of the bad North Atlan- < 
tic results achieved by most of the Euro¬ 
pean and US carrieis — except those 
who operate on protected routes? It 
is the scheduled carriers' inadequate 
load factors. Now, the feeble load fac¬ 
tors are, to a great extent, the outcome 
of the American government’s doctrine 
of prohibiting any concerted action by 
carriers in respect to capacity offer. 
Is it reasonable, at this time, for nine 
aircraft (soon all 747s) of the three 
major carriers operating the Paris/ 
New York route—PANAM, TWA and 
Air-France --to have to leave Paris 
for New York in groups of three at 
practically identical times each day dar¬ 
ing the idlest traffic months? Aiid, 
except for the figures, the situation is 
the same in all large European cities* 

The European pools’ system hak come 
in for a great deal of criticism in the 



USA. iMmctiM luw bMix'tennipd 
MtlthttsiMu J. ma^ My that this ie> 
ptoadi is iinfoiiwM. Ndthtr t)ie {mr' 
PPM nor the resntt of European pools 
is to mairtsdn faral utifleiMly at high 
tevtds. Besides, the BovecniiMits res¬ 
ponsible for approving or ngecUag 
. oatriets* proposals would most oertain- 
lyoppoMthts. The main advantage of 
tnese pools is to facilitate a traffic 
ei^apsioa estimate through bilateral 
oonsidtatkoi and agreement and conse¬ 
quently oenne ‘the capacities to be 
iwered for obtaining reasonable and 
adequate load factors without adveiaely 
affecting the standard of service. Isn’t 
*it sensness and contrary to the general 
interest to persist in operatiim half- 
empty aircraft on the North Atlantic 
route, at a loss to their owners, while 
aircrm with a fUU load, offering seats 
at half the price, are flying the same 
'Oute and operating at a profit? 

PTo be sure, we would find ourselves 
with too ma^ aircraft on our hands 
f if such capacity control methods were 


^iplied Waiaifiit. Itiis Is heoause we 
are sgShring sunultaiMOMly ftom 
aggregate ovsr^apoBitsi'. Mom 6f tifis 
is no doubt due to the huge orders for 
iuMbo-jets idaoed in the heyday of 
1966, particularly by lidiaduhd car¬ 
riers. But dwy also may prove that the 
excess capacity operated on the North 
Atlantic route prKtioally represents 
the iranspmt potential that supplemen- 
tals place on the same route. So, on this 
side of the ocean, we sometimes hear 
the remark that we would anveciate 
it if our North American ftiends did not 
export to Europe their excess aircraft 
capacity. I shell certainly retrain from 
any such simplification but I fee] all 
the more justified in urging action by 
government authorities and carriers on 
both sides of the Atlantic for working 
out a solution to the problem of what 
caparities are to be offnred for avertiim 
a disastrous fates war, the cost of which 
would, in the long run, have to be borne 
by taxpayers and aircraft manufimturers 
as well as the air travel industry as a 
whole 
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tionthht itbis hadi^fUH play, is gi*o»v-* 
ly ftikoottoeivgd. tW present slacic- 
nets ih the JNrivete investment may Jt>p 
due to other factors such as the govern¬ 
ment's industrial policy, non-availabili- 
ty of raw materials, import restrictions, 
noivavallabllity of funds etc. and noi 
because development rebate has failed 
to provide any incentive for furfter in¬ 
vestment. Unless the government has 
an implicit or explicit intention to curb 
private investment, withdrawal of de¬ 
velopment rebate is unjusitfied and may 
in the long run defeat the objective of 
accelerating the growth rate, and hence 
the pufisibility of expansion of |ob 
opportunities ni the organised sector. 
Withdrawal of development rebate 
accompanied by heavy import duties 
on capital goods may have serious 
repercussions on the economy. There¬ 
fore, sooner or later, the government, 
if it IS clear in its intention, will have 
to review the present withdrawal 
of development rebate. The govern¬ 
ment should have rather resorted to 
moderate increase in the taxation of 
corporate incomes as it has done in 
the case of individual and Hindu joint 
family incomes, instead of withdra¬ 
wing the development rebate. 


The two major problems which our 
country faces at present are the growing 
concentration of economic power and 
the cxistenct of mass poverty which 
extends from 45 to 50 per cdU 
of the total population, the former 
being the main cause of the latter. 
No budget for the current session 
conceived in isolation of these pro¬ 
blems could in any way be justi¬ 
fied It was perhaps in view of these 
facts that the Finance Minister, Mr 
Y.B. Chaven, highlighted in his budget 
speech the philosophy of h|s budget as 
stepping up of socidism, accelerating 
economic growth matched by increased 
social justice. He was apt to add that 
'social justice must begin with the in¬ 
creasing opportunities of job and work 
for every one.’ Given this premise, 
one could easily guess the objective of 
the 1971-72 bo^et — that it was 
intended to transfer resources 
from private to public hands m such 
a manner that jt expedited the 
economic activities and thereby the 
process of economic growth, and 
opened up new vista ofjob opportu¬ 
nities for the unemployed and under¬ 
employed persons. It is in the light of 
these facts that an attempt has been 
made in this article to assess the rela- 
Uonship between the objective of the 
budget and the tax and expenditure 
measures. 

So far as lesource transfer aspect of 
direct tax measures is concerned, they 
may considered to be apt and accu¬ 
rate, and also in line with the objective 


of socialism. The axe of tax falls mainly 
on the upper and upper middle income 
classes. In the case of taxation of indivi¬ 
dual incomes, people having an annuel 
income up to Rs 15,000 remain comp¬ 
letely untouched by the surcharge on 
income-tax. Beyond this level, income- 
tax rates increase progressively due to 
enhancement of surcharge from 10 per 
cent to 15 per cent. Nevertheless, per¬ 
sons having incomes up to Rs 40,000 
per annum are moderately affhpted as 
the average tax rate on their incomes 
increases hy 1-1.57 per cent. But, on 
the incomes beyond Rs 50,000 per an¬ 
num the average tax rate increases by 
about two per cent and goes on pro¬ 
gressively increasing up to four per cent 
on incomes exceeding Rs three lakhs. 
Those With an annual income of Rs 
10 lakhs or more would bo required to 
pay income tax at the rate of 93 4 per 
cent. Similarly enhancement of tax on 
'capital gains* is not unjustified in view 
of the fact that capital gains are un- 
earncd'incomes. But the tax on wealth 
with a view to preventing wealth accu¬ 
mulation seems to be ill-advised. For, 
wealth tax would be relevant mainly to 
urban land and property, and the land¬ 
lords by increasing rent would try to 
recoup the wealth tax. Consequently, 
the incidence of wealth tax will fall on 
the tenants. The other direct-lax 
measures are however ihirly in tune 
with the spirit of the budget. 

But the withdrawal of development re¬ 
bate in respect of new investments from 
1973-74 onwards ohder the presump- 


Indirect Taxes 

With regard lo indirect taxes, the 
budget affects, by and large, only the 
luxury and non-essential goods such as 
cosmetics, cigarettes, brass and glass 
wares, lubricants, air-coolers, electric 
goods etc. though urban women and 
smokers would dispute the non-essen¬ 
tiality of cosmetics and dgareUes. 
However their interest for the sake of a 
majority of the people may, for the 
time being, be ignored. The budget 
has surprisingly spared the synthetic 
fabrics. What is much more surprising 
and unconvincing is that the Finance 
Minister has spared certain purely 
luxury Items such as refrigerators and 
television. 

What needs a mention here is the fact 
that the burden of indirect taxes 
— both excise and sales tax -has been 
increasing on consumer goods. The« 
increase in indirect taxes has raised 
prices and contributed to the erosion 
of the purchasing power of money. The 
Finance Minister has himself empha¬ 
sised the seriousness of the price suua- 
tjon in recent years and the need for 
stabilising prices. Bm the fact that en¬ 
hancement of indirect taxes would add 
another dose to the rise in prices has 
escaped his attention. Indirect taxes, 
directly, get added to the cost of pro¬ 
duction. 

Besides, in an economy charac¬ 
terised by market imperfection ami 
monopoly, rising monetary income, and 
aggregate supply being short of aggre¬ 
gate demand, indirect taxes provide an 
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* opixortuttity to the bUMtte&sinen to rSise 
pricei moft than tHb tax imposed by 
.creatitV artincial scarcity in the mi^ket. 
Fbr ioatence the cigarette brands on 
whicb excise duty of 5 to 10 per cent 
wi^S imposed in the budget start¬ 
ed selling in the market at prices which 
were higher by 10 to 20 per cent. 
Similar was the case with other 
commodities on which additional 
excise duties were imposed. The re^ 
currence of a similar price spiral dur¬ 
ing the current financial year cannot be 
ruled out. The worst thing which occurs 
under such conditions is that what con¬ 
sumers are obliged to pay is much hjg- 
berthan wha^ they arc supposed to pay. 

Thus the consumer is deprived of 
a part of his income which is unduly 
appropriated by middlemen. I'his leads 
to tax-evasion through understand¬ 
ing between buyers and sellers. 
The governnieni will therefore have 
t<» ensure that the increase in the prices 
4>f excised commodities is not 
more than the incidence of tax. 
If the government fails to Uo this, as 
it did fail in the past, its anticipations 
to raise revenue through indirect tax 
arc sure to fail a^tcr having imposed an 
unnecessary burden on the consumer 

Effective Measorea 

However, the Finance Minister has 
on the whole succeeded in devising cer¬ 
tain efTectivc tax measures to raise re¬ 
sources and to prevent accumuJation ol 
wealth. He may be considered to be 
successful in rcsource-tTansfer, which is 
the first step towards socialism. Besid¬ 
es, he has uso been well-advised in re¬ 
gard to plugging of big loophole which 
facilititate tax evasion. The industria¬ 
lists could evade enormous tax b> 
showing increased salaries of business 
executives in their accounts: by fixing a 
ceiling of Rs 6,000 per month on 
their salaries, he has tightened at least 
one loose end in the tax system. 

But the two important questions 
which arise at this juncture are ; (1) 
Can this budget help accelerate the pact 
of economic growth, and (ii) Is this 
budget going to benefit poor masses 

• by pioviding employment to them'' 
These questions are to be answered 
u little carefully because it is quite 
pos.sible that the richer sections of 
society arc deprived of their incomes 
but the pour do not gain anything 
These two questions, though put sepa¬ 
rately, are virtually one in spirit and 
would be dealt with simultaneously in 
what follows 

A careful unalyuis of the various 
provisos of the present budget shows 
that it provides neither impetus to 
economic growth nor i he expected job 
opportuiutics for thr unemployed and 
the underemployed. Rapid economic 
growth icquircs that adequate 


ecouragemtnt should be given to 
private investors and that the resources 
which art transferred from the private 
to the public sector are invested in the 
most productive activities. The same 
measures would be conducive to Che 
expansion of job opportunities for the 
people, provided the new investment is 
not geared to highly capital-intensive 
technology Bui the fiscal measures 
envisaged in the budget do not seem 
to have pursued this logic. 

Instead of granting any concession 
or exemption, the Finance Minister 
has withdrawn many of the incentives 
enjoyed by the corporate sector so far. 
The increase m surtax on company 
profits, withdrawal of ‘tax holiday’ 
and other exemption enjoyed by new 
industrial undertakings and the re¬ 
moval of many industries from the 
riorily list would act as disincentives, 
luggishness in the capital market is 
bound to follow. So, not much can 
be expected from the private sector 
with regard to increase in investment 
and generation of employment oppor- 
tunitie.s. The Finance Minister’s hope 
that withdrawal oi development rebate 
from 1973-74 onwards will quicken 
the investment in the private sector is 
unfounded. For, the time provided for 
this purpose is very short; it is likely 
to be consumed in the process of plan¬ 
ning investment and procuring licences 
mainly because of our government's 
inefficient administrative machinery. 
Where is the incentive for the private 
investor to hasten the investment acti¬ 
vities? 

The expenditure proposed in ihc 


revenue account of the badget ie of the 
order of Rs 1,724.43 crores. Out of 
this Rs 1.261.41' crores i.e. about 
73.2 per cent will be spent on non¬ 
productive sectors such a*l debt ser¬ 
vices, administrative services and social 
and development services. The 
purpose fiver scheme, public works 
and transport and communication, 
which may be considered to becondu* 
cive to the development of infra¬ 
structure and expansion in jp^oduction 
capacity and creation of more job op¬ 
portunities, get only Rs 87.76 crores, 
i.e. only about 5.1 ptr cent of the total 
revenue expenditure.Even in the capital, 
account these sectors have been alloca¬ 
ted only 11 3 per cent of the capital 
expenditure, a major part of it is pro¬ 
posed to be spent on special develop¬ 
ment, defence and loans and advances. 
Thus the extent to which the present 
budget can accelerate economic growth, 
creat job opportunities for the unem¬ 
ployed and the underemployed masses, 
reduce income inequalities and bring 
socialism can easily be imagined. The 
budget obviously seems to have belied 
ihe promises made to the people. 

• 

If neither growth, nor employment 
opportunities nor reduction in income 
inequalities ensue, what will then tx* 
the outcome of this budget? It is 
quite clear that the richer community 
will be deprived of a part of its income 
and capital market will be dampened, 
affecting overall growth. Income inequa¬ 
lities will increase through the expan¬ 
sion of a rich community in the govern¬ 
ment sector. Some people will become 
poorer but no one will be the richer. 


Soybean Supply & Capital Demand Functions 

[•J. SINCIH^ J S- SHARMA & R-N* PANDEY 


Soybean crop which was for the first 
time grown by the Taiai farmers m 
Kharif 1968 has now been recognized 
as an important Khanf crop in this 
urea. Soybean became so popular in 
Tarai that in 1969 Khanf season about 
500 farmers grew this crop against 
about only 40 farmers in Kharif 1968. 
Aiea under soybean increased to about 
8,000 acres in Kharif 1969, against 
only about 1,000 acres in Kharif 1968. 
During 1968-69 average soybean yield 
on Tarai farms increased from 1L quin¬ 
tals to 19 quintals per hectare. 

Increasing soybean production m 
Tarai and in other parts of the country 
has made the industrialists interested 
in establishing soybean processing plant 
However, response to change in soy¬ 
bean prices IS still not known which is 
necessary for taking realAttc policy 
decisions by tl^c government and the 
private organizations. This study 
assumes even more impoifence because 


maize and soybean are two important 
crops in the Tarai which compete for 
the scarce farm resources including 
land, labour and capital. 

Studies have shown^ that soybeen is 
profitable and less susceptible to na¬ 
tural hazards than hybrid maize. Al¬ 
though the productivity of capital is high 
on wheat farms A yet it is not known 
for soybeans. Moreover, the use of 
capital in the production of soybean 
will vary with change in its price. 

The present study was under-taken 
with a view to fulfilling the following 
objectives: 

1. To estimate the soybean produc¬ 
tion function and the productivi¬ 
ties of various inputs, and * 

2, To estimate demand for capital 
and supply of soybeans. 

Soybean production and supply and 
capital demand functions have been 
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miitmd by using Qr(i^i^9imioiibl {hrm 
lnputA»utpyit d«,tA on iK»y<* 
mns MTi^oUiMtodif^oia 196 fbirnis for 
Kbnrif 190. TbO prea ondtt Sbybe«tn6 
on tb9*e farms ranged from 1«5 to 80 
Kiootafes and soybeah yield varied bet- 
• vreea six to 24 ouimals per hectare. 
$lnce our objective was to estimate 
short-rSn soybean supply and demand 
for oapital* only labour and capital 
inputs were used functional ana¬ 
lysis, This means given the arcft under 
scwboan cultivation, the opportunity 
Wnthin a season for farmers to adjust 
•soybean output per unit of land area 
depends largely on labour and capital 
use. Since the production function is the 
foundation of output supply and le- 
source demand functions, a production 
function of the following form was 
fitted to the data: 

Y » aXfi V* + u. (1) 

Where Y «=> kilograms of soybean yield 
per hectare 

Xi««mandays employed per hectare 
Xs^^rupees of capital used per hectare 
a, b, and ba are regression coeffi* 
cients and u is error term. 
^Keeping Xi fixed around its geometric 
mean, the short-run supply function 
of sc^boan was derived from produc¬ 
tion Unction (I) with only Xa as a vari¬ 
able factor. This supply function is 
given in equation (2). 

where a-^aXt 

Py-apricc of soybeans m lupees 
per kilogram 

Fxa «^>price of capital (interest rate 
for Six months in lupees per 
rupee). 

The value of elasticity of supply 
estimated from equation (2) is, 

Es ^ X docs not depend on 

the level and number of independent 
factors. 

Like the supply equation, a short-run 
factor demand function derived from 
the production function (1) is:--- 

.w 

where is the price elasticity 

of demand for capital. 

The value of the coefficient of deter¬ 
mination, R*, in equation (4) 
y-.0.0l606 X. ■•**‘♦8 X, miss ... .( 4 ) 

• (1.2341) (3.0745)* 

R* n .8554 

explains about 86 per cent variation 
in aoybean woduction. Coefficient 
aModated vHn variable Xiwaa inakni- 
ficqitt even at 10 per cent probability 
Ind. Hie ia^Iication of this widinf » 
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that eturfs partbut with inctesae in pei 
hectare pie of human la|Mnir» soybeans 
prpdvetiion Will not idd^nae liiPiflMnt- 
ly; bi codHeicnt atkehed to X. was 
sigqiOcadtatSpercent level of probr- 
hility and indicates that I per cent in¬ 
crease in capital would inerecse soy¬ 
bean yield by about 0.38 per cent. 

In terms of the marginal value pro¬ 
ductivity. the ^ure comes to about Rs 
1.026. Assuming 9 per cent per annum 
interest for six months each additional 


tupcc invested in soybeans produ9ti<>'' 
costs Rs 1 il4Ss Further^ the MVP g ’ 
capital is not significantly diffieran 
from its margifiai cost. This implies 
that ca|>ital use by the soybeans gro^ 
wets in Tgrai j> optimaK 

The supply curve (Figure Ijgslopes 
upWs'rd at an increasing rate smee the 
value of bt is between 0 and 0 1 The 
price elasticity of supply of soybean 
derived from estimated production 
function is .602 meaning thereby that 


Fla* 1* anoM-fttJii static soybean supply cohve 
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BASTORN economist 




1 per cent increase in price of soybean 
\eoiitd increase its supply by W2,pCT 
cent and will be the same over all soj- 
bain prices The elastic nature of supply 
function indicates that soybean pro- 
d^jon IS highly responsive to its price 
thanggs even in the short*run 

The static demand function for capital 
(Figure 2, p 13) was derived by keeping 
price of soybeans constant at Rs 120 
per quintal Jn the lelevc ni price u nge, 
the demand for capital is highly cLstic 
since its price eUsliciiy of dem nd com¬ 
puted from the production function is 
-*-1 45 ihissmerns ihit 1 per cent in¬ 
crease in price of c* pit« 1 would dec 
rease its demand by 1 4^ per cent 

Three main tontJusions emerge from 


this study 

(1) With tbc given technology in soy¬ 
bean production and input and pro¬ 
duct prices, the Soybean growers in 
Tarai are using capital optimally 
l'(owever, there is excessive use of 
Ihuiihfn labour on this enterprise 

(2) The short-run price elasticity of 
supply of soybeans is 0 602 which 
shows that soybean production is 
highly responsive to change in us 
price 

(3) The short run price eh sticity of 
demand tor capital in soybean pro¬ 
duction IS - I 45 indicffting that i»t 
a given price of soybean, capital 
ust in Its production would ch« nge 
with the change in c.-pitpl price 


RErtRSNCBS 

1 See forMampte 1 J Smgb 

iss-tssi4’sis%ssigxi 

aa AeeeirtiHr. VHUwikm mi 
Markitting a/ (mdd al UP Agrt* 

cultural Unnmhy, Padtittier. Dun Nafnf- 
tal. October 7-9, 1969 and 1 3 Si^ 
‘^Economics of Soybean and MiIbb Pmu: 
ction in Tarai (Paper presented aMbcThud 
Research Workshop 


Vishva Vjdvalaya, Jabalpur, on February 14 
and 15, 1970) 

2 R N Pandey and I J Stnsh, ‘*MoM for 
Optimum Crop Combmationa'* 
Ee 0 »omiff(SoptAnber IS 1970) 

1 MPV ol tapital - b**^.wh*rebi» the* 

elasticity of capital, Y is the man yield 
per hectare and X| is the average amount 
of capital used pet hectare in soybeans 


production 


ACID PLANTS? 



P & D CAN SET THEM UP FOR YOU 


Planning a Development Divi¬ 
sion which has over the yea"* 
developed a wide rango of pro- 
cesa know how offers you its 
experience and expertise for the 
setting up of 

• Sulphuric Acid Plants 

• Nitric Acid Plants 

• Phosphoric Acid Plants 

P a D IS well versed in the plann¬ 
ing. design engineering procure¬ 
ment, installatfon and commis¬ 
sioning of these piants With 
more than 20 years of experience 
in the running of such plants, and 
more than 10 yeart of experience 


the f«rt 


in the design and installation of 
plants such as these. It has 
developed the ability to locate 
and solve the problems of running 
units, speedily This experlsnce 
IS passed on to the customer 
without any charge Acid plants 
set up by P a D therefore assure 
the vital benefits of low capital 
investment, low operating coats, 
high on stream factor, high con¬ 
version efficiency and minimum 
foreign exchange » 

It was P a O 8 anginsers who 
designed and constructed the 
world a largest Nitric Acid Plant 


UZtS,R CORPORATION 


<1600 tpd) of Its kind at Rourkels 
10 years ago and since then they 
have never looked back P a 0 Is 
presently engaged in the plann¬ 
ing design engineering cons¬ 
truction and commissioning of 
10 major proleofs Involving more 
than 5000 million rupees 

st/f fe/ienc« M 

PSU^Xy 

THE PLAMNINA 
A DBVELOPlilgNT DIVISIM 

C IP T Bulldlnev, P O Slndrl 
bist DhanbefLMhsr 
Tele 6641144 Uharte) 
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Budget Debate’Enters Second Phase 

OUn PAfILIAMBNTARY CORRSaPONDENT 


NEW DELHI, Friday, 

WlTiLTHfi lok Sabha this week taking 
up for deliberation the demands for 

S rants of individual ministries, the de- 
ate on the central budget entered the 
second phase. The Rajya Sabha con¬ 
cluded its current session todav, but 
after creating a precedent by having 
separate discussions on a Presidential 
ordinance and the bill seeking to re¬ 
place it. Hitherto, there used to be a 
combined discussion on such matters. 
The ordinance involved was the one 
issued by President last month re¬ 
introducing the preventive detention 
measure. 

The ministry whose demands for 
grants were first taken up was the Mi¬ 
nistry of Home Affairs headed by the 
Prime Minister, Mrs Indira Gandhi, 
herself. After a heated discussion, the 
demands of this ministry were appro¬ 
ved by the House. 

Law and Order Situation 

During an acrimonious debate on 
these demands, the difficult law and 
Older situation in several parts of the 
country, particularly in east India, 
figured prominently. The government 
Was assailed for not being able to con¬ 
tain the situation. Another major 
point of criticism was the defections 
from one political party to another. 
Some opposition members accused the 
ruling party of engineering these de¬ 
fections. The need for a fi'csh look at 
the constitutional provisions in respect 
of centre-slate relations was stressed by 
many. Among the other important 
points raised were: (i)the abolition of 
the privy purses and privileges of 
eistwhiie princes; (ii) the talk by some 
ruling party men about the need of 
having ^'committed officials*', (lii) the 
taking over by the Prime Mimster of 
several porlfoJios Which had nothing in 
common; (iv) the official language po¬ 
licy; (v) the mowing unemployment 
problem; (vi) the danger of communal 
trouble following the tragic happeni^s 
in Bangla Desh; and (vii) increasing 
corruption. The leader of the Cong¬ 
ress (O), Mr S.N. Mishra, saw in the 
conglomeration of several portfolios 
in the hands of Mrs Gandhi an attempt 
at *<presidentia|js8tion of the office of 
the Prims Minister , He regretted that 
decisions on economic policy were no 
longer taken m the Finance Ministry 
but by the economic experts, academi¬ 
cians and bureaucrats in the Prime 
Minister's secretariat. He also thought 


that the refashioning of the Plannins 
Commission was an effort at making u 
responsive to the tune of the Prime 
Minister's office. 

In a spirited reply, the Prime Minister 
assured the House that her government 
would not brook violence in any form, 
on any pretext anywhere in the country. 
She warned that ‘Wiolenoe deliberately 
engineered by certain forces" would be 
put down with a heavy hand. She, how¬ 
ever, recognised that socio-economic 
factors were also responsible for unrest 
m certain areas. With a view to over¬ 
coming this, she sought the co-opera¬ 
tion of all parties. The government, 
she added. Was taking steps to relieve 
socio-economic tensions. 

Referring to the privy purses and 
special privileges of erstwhile princes, 
Mrs Gandhi reiterated the resolve of the 
government to abrogatethem. The de¬ 
lay m taking this step, she said, was 
being caused by complicated proce¬ 
dures and several legal points raised by 
the Supreme Court in its recent judge¬ 
ment on the issue. 

The Prime Minister denied that her 
party was engineering defections or it 
had a hand in toppling non-Congress 
(R) state governments. She promised to 
, bring forth a legislation before the 
House to check defections from .one 
political party to another. 

Sqggeithm Rejected 

Mrs Gandhi rejected the suggestion 
for a drastic review of the centre-state 
relations. The present flexibility in 
these relations, she thought, was quite 
helpful. The real problem to be tackled, 
she pointed out, was the fostering of the 
development of backward areas even 
though there was paucity of resources. 

Talking of corruption in administra¬ 
tive machinery, Mrs Gandhi stressed 
that it could not be cured by "merely 
putting a sentina) on each person'\ 
An atmosphere discouraging corrup¬ 
tion, she emphasised, had to to created. 
She revealed that the government was 
thinking of introducing legislation to 
cufb channelisation of foreign funds 
to individuals and institutions except in 
commercial transactions. 

The Prime Minister justified the m 
crease m the police budget over thu year 
on the ground that the responsibility of 
the police force had inoreased tremen- 
douriy. She pondenuied the pernicious 


campaign against*the Central Reserve 
Police and disclosed that the CRP \ 
responsibility had mounted because *or 
the growing demand from a number 
states for the deployment of this loo j 
in their areas. Mrs Gandhi, howevci, 
agreed with the critics that the perfor¬ 
mance of the police department left 
much to be desired. She dwelt at some 
length on the steps which were Mng 
taken for improving the functioning of 
the various administrative departments. 

On (he controversial issue of "com¬ 
mitted officials" Mrs Gandhi quoted 
from tt speech made by^er last >ear 
to say tha twhat she expected from 
officials was not any commitment to 
her or her party but to the (Vindamcn- 
tal principles in which the nation believ¬ 
ed. 

The Prime Minister decried the cla¬ 
mour for the formation of new states. 
Separate statehood, she pointed out, 
was no magic wand. The main problem 
was the economic development of the 
areas clamouring for separate state¬ 
hood. Efforts, she assured, ^ere being 
made to undo the past negligence. 

Augmenting Power Supply 

The demands for grants of the Minis, 
try of Irrigation and Power were also 
passed by the Lok Sabha this week. 
During the debate on these demands, 
several members stressed the need for 
augmenting power supply in the deficit 
areas. The institution of a high-level 
enquiry into the continued loss and 
wastage of power at the point of trans¬ 
mission and distribution was stressed 
by several members. One member sug¬ 
gested that all future power stations 
should have a capacity of at least 200 
MW. The stalemate on the Narmada 
project, it was urged, should be resolved 
expeditiously. The need for larger allo¬ 
cations for flood control was stressed 
by some members. Several members 
pleaded for the augmentation of uri- 
gation facilities in their areas. A DMK 
member called for concerted efforts for 
Jinking the Ganges wj^h the Cauvery. 

Replying to the debate, the Minister 
for Irrigation and Power, Dr K,I. Rao, 
felt that there should he a review of the 
arrangements for electricity generation 
in the country. He envisaged an increa- 
jng role for a central authority in 
power generation through the setting up 
of huge power stations. He fiankly ex¬ 
pressed his dissatisfaction over the pro¬ 
gress in the implementation of power 
schemes which at present were mostly 
in the hands of the states "The time 
has come to think serious]^ about this 
problem", he said. 

Dr R'io assured the House that to 
achieve the modest piogragime of the 



gumot decade to produce 52 million 
. Kw$ of power, a large nuinbfjr of 
Mwer schemes for each state - nad 
oeett drawn up. He agreed that in 
view of the technological advances, 
the new power stations should not 
be smaHer than 200 MW capacity. 

in regard to irrigation. Dr Rao ex¬ 
pressed concern over the risng costs and 
told the House that a committee of en¬ 
gineers and economists hpd been ap¬ 
pointed to go into the problem. He re¬ 
vealed that It now costs Rs 1,000 
to irrigate an acre, as against Rs 7S0 
five years ago. Dr Rao disclosed that a 
plan had prepared to increase the 
irrigation potential from the present 25 
per cent of the cultivated area to 33 
per cent in 10 years. 

The Minister pointed out that he had 
impressed upon the Krishna and Goda¬ 
vari water tribunals to expedite their 
reports as several good projects like 
Tndravati were held up. He thought that 
inter-state disputes over allocation of 
river waters would almost disappear if 
the long-term project for linking the 
Ganges With the Cauvery * fructified. 
The preliminary study in regard to this 
projict, he revealed, had already been 
prepared. “Wc are trying to get a 
second opinion on it from UN experts. 
After their report is received, wc will 
go in for detailed fichl inf(»rm«tion,” 
he said. 

Fears Allayed 

Dr Rao dismissed fears expressed by 
a member that the Bhakru project would 
be silted up in 50 to 60 years. He con¬ 
ceded that silting was more than what 
was estimated earlier. The life of the 
pro|cct, he said, however was still re¬ 
ckoned at 150 years, as against the 
originally calculated 500 years. 

The delinking of the discussion in 
the Raiyii Sabha on the ordinance issued 
by the President last month rc-imroduc* 
mg the preventive detention measure, 
from the debate on the Maintenance of 
Internal Security Bill, which sought to 
replace this ordinance did not achieve 
the results the opposition had in view; 
the delinking had been done at the 
instance of some opposition groups. The 
strategy of the oppcisition appeared to 
be that by this process, it could censure 
the government for the issuance o( the 
ordinance and later on discuss the bill 
on merits. Ilic oppositionN motion dis¬ 
approving the ordinance, by styling it 
as arbitrary, unnecessary and directed 
against political opponents of the ruling 
party, however, was lost by 124 to 
49 votes. The CongresslO) group voted 
against the motion. Later on, the bill 
Was passed by the Rajya Sabha, it has 
already been' approved by the Lower 
House. 

The reported shipments ol military 


EA91BRN8C9dfMOMm' 

cargo by the United States to Pakistan 
despite the Bangla Deih holocaust cre¬ 
ated a furore in the two Houses. The 
agitated members denounced thesesNp* 
ments and charged the USA with abett¬ 
ing genocide in Bangta Desh. Some 
wanted the arms deal to be termed as a 
**hostile act**. The clarification by the 
Minister for External Affairs, Mr 
Swaran S^ingh, that the government had 
asked the USA to intercept the Pakis¬ 
tani ships carrying American military 
cargo to Karachi failed to satisfy mem¬ 
bers. The explanation by the US go¬ 
vernment, referred to by Mr Swaran 
Singh, that no sales of military cargo to 
Pakistan had been authorised or approv¬ 
ed after March 25 (when the Pakistani 
army cracked down on Bangla Desh) 
too did not prove convincing. 

The Minister for Foreign Trade, Mr 
L.N. Mishra, declared in the Rajy«'t 
Sabha that no rayon unit would be 
allowed to close down for want of rayon 
woodpulp. The State Trading Corpora¬ 
tion through which the imports of this 
commodity had been canalised, Mr 
Mishra said, had reported that on June 
1, most of the mills nad sufficient stocks 
to last for more than six months. Only 
t he tyre cord division of Cent ury Rayons 
and the rayon filament division of Tra- 
vancore Rayons and National Rayons 
had smaller stocks — sufficient for 
about three months. Efforts were being 
made to import additional quantities. 
Mr Mishra also slated that the govern¬ 
ment was anxious to bring down the 
prices of rayon and nylon in the country. 
He assured the House that an early 
decision would be taken on the Tariff 
Commission’s report on rayon yarn. 

State Budget Passed 

The two Houses passed the budget 
as well as the Rs 500 crores Appropria¬ 
tion Bill. 1971-72, for the Punjab 
State (see details in ‘Trade Winds’ 
section.) This budget had been referred 
to Parliament by the Governor of the 
State, Dr D.C Pavate. following the 
dissolution of the state legislature a 
few days ago. Earlier, the two Houses 
had approved the Governor's action, 
although some members of the ruling 
party characterised it as hasty. A 
sizable provision of Rs 15.9 crores 
has been made m the Punjab budget 
for augmenting power supply in the 
state Another Rs 14 crores have been 
provided for multi-purpose projects. 

The Minister for Education and So¬ 
cial Welfare, Mr S.S.Ray, informed the 
Lok Sabha this week that the govern¬ 
ment proposed to bring forth dunng 
the current .session a comprehensive 
legislation milking exports of antiques 
by any person other than government 
illegal. This was announced by the 
Minister in response to the "^charge by 
several members during a calling atten- 


tiop tliai the govinifiianit 

heed negUKftnt lbd(|6fi<A(gh of m 
to protect anqient art 4M 

of mternatioiiai smugglerf. Hie eallillg 
attention motion was provoked by the 
sensational disappearance of the UA**, 
size idol of lord Vishnu from a Chamha 
temple. It was alleged that this idol 
had been sold to an AmertGan buyer 
for Rs 50 lakhs. ^ • 

The Rajya Sabha‘approved a bill 
seeking to raiset the emoluments of the 
Deputy Chairman of this Mouse and 
the Deputy Speaker of the I ok Sabha 
to those of Ministers of State. Hitherto 
these two offices were equated with the 
office of the Deputy Ministers. 

The following information was made 
available in the Lok Sabha by various 
Ministers during the Question Hour^ 

Military Transjport Planes : The pro¬ 
totype of the military freighter version 
of H$-748 is likely to be ready in the 
next two months. The question of the 
manufacture of this aircraft will be 
taken up when the tests arc completed 
probably by January, 1972. Tke British 
aircraft designing firm Hawker Siddely 
IS engaged m designing the modified 
version. 

Aid to Nepal; A sum of Rs 31.99 
crores has been given to Nepal during 
the past three years under the Indo- 
Nepal Economic Co-operation Pro¬ 
gramme. 

India Electric Works: The govern¬ 
ment has decided to wind up India 
Electric Works Ltd, Calcutta, The 
factory has been closed over a year ago. 

A committee had been appointed to go i 
into the affairs of the concern to see 
whether it could be reopened. After 
considerigthc report of the committee, 
it has been decided to wind up the com¬ 
pany. The workers of the factory have 
been paid their provi^nt fund dues. 
Other payments are under considera¬ 
tion. 

Test Reactor; The detailed designing 
of the fast breeder test reactor in colla¬ 
boration with France is nearing com¬ 
pletion, The construction of the reactor 
IS expected to begin before the end of 
the year. The reactor will be fuelled 
with plutonium and enriched uranium. 

It will have molten sodium as the cool¬ 
ing agent. 

Tapioca-based Protein: The Kerala 
goveinment is considering a proposal 
to set up an industrial unit to manu¬ 
facture protein-rich foods, industrial 
starches, dextrose and glucose using 
tapicoa as raw material. * 

Oilcake Exports ; The government 
had decided to set up an export promo¬ 
tion council for oilseeds, oils and oil- 
calces. Despite scarcity of oilcakes, 
particularly in Maharashtra, exports 
of this commodity are encouraging^ 
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Honetary Co-operation and 
European Unity 

JOSSLEYN HENNESSY 


LONDON 

I 

W. GERMAN UNILAIERAL FLOAl 

Eukopfan monetary mlegratjon was 
clearly among the casualties of the cur¬ 
rency upheavals m May Whether the 
injury was fatal, oi whether recovery 
will follow, IS not clear yet Probabili¬ 
ties favour a lecovery however if only 
because progicss lowaids European in¬ 
tegration in d wider sense would be 
stoppi^ for a long time if integration 
on the monetary front were abandoned 
For the whole rationale ol this endea¬ 
vour JS that it is the only importont busi¬ 
ness facing the European Community 
now that It has politically unifying im¬ 
plications 

The currency changes oJ the weekend 
oJt May S were precipitated by inflows 
of dollars into several countries chiefly 
West Germany, and the West German 
government saw no way of preserving 
its domestic monetary policy at the 
existing exchange rate The problem 
was not so much the rise m foreign 
Deutschmark deposits with German 
banks (against which there existed vari¬ 
ous defences) as the borrowings by 
German firms from foreign banks, over 
which Bonn and Franklurt have virtu¬ 
ally no contiol ll was felt that eithei 
revaluation or setting the mark free 
to float would deter this influx but that 
a floating rate would be more 
effective 

Unilateral Action 

Late in Apiil Dr Schiller suggested 
that the Six cither float or revalue cn 
bloc He mu'** known that this 
would be unacceptable to France and 
Belgium and therefore one must iniei- 
pret this proposal as an attempt to 
cloak in pro-European lespectability a 
unilateral action which he was going to 
take whatever happened Suggestions 
by the European Commission that West 
Germany deal with its problem by im 
posing exchange controls on foreign 
capital tiansactions were brushed 
aside 

Meanwhile, a date had been fixed tot 
the first steps t'^ards consolidation 


of Commumty members exchange 
rates The proposed narrowing ol 
exchange rale margins of memWs 
day-lo-day currency fluctuations vis 
a-vis each other was given a starting 
date June 15 As any such co-ordina¬ 
tion IS mcompatihle with ficc fluctua¬ 
tion by any one currencyk the West 
German action postponed this step to- 
waid monetaiy integration (or the ex 
change rate aspects of that programme) 
until such time as the West Oermans 
(and Dutch) leturn to fixed 
panties 

« 

Lurope was thcretore presented with 
the intriguing spectacle of West Ger¬ 
many whose political attraction to uni¬ 
fying programmes acted so as to jeo¬ 
pardise the monetary integration plan 
while I ranee which has come to have 
grave political doubts about it was 
placed (not tor the first time) in a posi¬ 
tion of Community rectitude and was 
able to proclaim with unblemished 
nghteousness that it would partake in 
no further discussions on the subject 
of monetary integration until the West 
Germans and Dutch had ended the re¬ 
gime of currency float 

Frances Fears for Sovereign!v 

Until the May debacle monetaiy 
integration had jelled a g^od deal fur¬ 
ther since we reported on it a year ago 
Although in fact much has been done 
one hestilates to say that great strides 
have been made because one of the 
facts that has emerged is that 1 ranee 
or at least the present 1 rench govern¬ 
ment is far less keen on rapid pro¬ 
gress in this area than T rench partici¬ 
pants in the discussions were encourag¬ 
ing everyone to think a year ago Al 
though France, and especially Fiench 
bankers and piobably finance ministry 
officials, want to see progressive tnone- 
laiy integration M Pompidou s gov 
criunent is reluctant to make commit¬ 
ments which would surrender French 
sovereignty to anything resembling 
supianational mstttulions 

The mmistenal meeting of Icbruary 
9 1971 reached the usual sort of Com 
munity compromise that dance (^ne 
step back and two steps forward) which 
the Six have now rittfaliscd as their 
natural mode of progress Agreement 


t6 abrogate the ng\it to alter exchange 
rates among members^ and to estab- • 
Itsh a centralised monetary policy 
which together embrace what Com¬ 
munity omoials ggneraVy when 
they speak ol a common currency 
are now postponed to the later stages, 
akmg with the Community systim of 
central banks which will then be set 
up But progress towards these ends is 
nevertheless to begin forthwith 

A Caatious First Phase 

During the first phase to December 
II 1973, central banks wHI co-operate 
to reduce the pcnnissible margin of day 
to-day exchange fate fluctuations of 
their currencies so that the maxium- 
spread between the strongest and wea¬ 
kest EEC currencies is narrowed to 
I 2 pci cent (with a maximum varia¬ 
tion ol one per cent cither side of pantv 
vis-a-vis the dollar permitted under 
JMI rules the maximum spread bet<^ 
ween highest and lowest EEC currencies 
could theoretically bo as great as four 
per cent at present) This is regar^d 
-IS a step towards a common currency 
on the exchange rate front On the 
other mam fiont centralisation ot 
monetary and other demand -manage¬ 
ment policy it was agreed that (a) 
monetary and credit policies should be 
co-orduiated, with ‘guiddmes’ on bank 
liquidity credit terms and interest rates 
and (b) the council of ministers would 
scrutinise and adopt guidelines for the 
short-term economic policies to be fol¬ 
lowed by each member country, in¬ 
cluding national budgets at draft (not 
final) stage 

A medium-term fund to assist with 
balance of payments difficulties was 
also set up This was parallel with 
the short-term fund established in 1970, 
both as to total amount ($2 OOO million) 
and the limits to each memberpoten¬ 
tial obligation <S600 million each ftom 
Enncc ind West Germany >400 tfiiif 
lion fiom Italy and $200 million each 
from the Netherlands and Belgium- 
Luxemburg union) 

But the fund was established (if only 
arguably in embryo) without anv 
progress towards centralisation ol 
mstitutnns and possibly little towards 
centralisation of control Therefore 
West Germans insisted on an es¬ 
cape clause which would terminate 
the airangemenl by the end of 1975 
if agreement cannot be reached on the 
later stages of integration by then 
Discussion would beam m 197^ but 
Stave one arrangements could be ex¬ 
tended to the end of 1975 at the Air- 
thest C ommission officials like to re¬ 
fer to this agreement not as an escape 
clause but as a safety lock* believing 
that It will ensure that Stage-two wifi 



. 1* 

see the oustomary two steps forward 
«^thoqt the backward step. 

11 

political union 

None of the events of the past year 
invaliUate the view that European mone¬ 
tary integration makes sense only as a 
stM towards establishment of a 
political union of western Europe. 
Ndoreover, some of what has been agreed 
goes beyond what was generally en¬ 
visaged for Stage-one a year ago: it 
was agreed in February, for example, 
that the guideline for short-term eco¬ 
nomic poTicy which the Council is to 
adopt are to he followed by each mem¬ 
ber state. If this is taken literally (which 
can be a mistake m EEC matters) these 
guidelines are not merely recommenda¬ 
tions for policy, they are mandatory. 

Although the subject area is generally 
referred to as monetary integration, 
both the Werner report and the Com¬ 
mission memorandum that followed it 
are explicitly about economic and 
monetary union. The Werner report 
points out that it includes not only 
monetary matters, and budgetary po¬ 
licy, but also harmonisation of taxes (at 
any rate, in direct taxes, corporate taxes, 
and taxes affecting capital transactions, 
which would presumably include 
stamp duties as well as withholding 
taxes;, policies towards capital markets, 
regional policy, structural policy to¬ 
wards industry'—in fact, every important 
matter in an economic minister's brief 
except direct taxation on individuals 
and the composition of public expendi¬ 
ture. But in so far as it affects industrial 
competitiveness, even this becomes a 
(Ikimmunity matter and is already 
becoming so. The Commission recently 
objected to certain regional aids to in¬ 
dustry in Belgium on the ground that 
some of the areas so assisted were not 
sufficiently depressed to qualify 

Federation the Logical Outcome 

Indeed, the programme outlined is, 
in the end, probably compatible only 
with A federal union, not with a confe¬ 
deration of semi-independent states. 
Although both the Werner report and 
the Commission memorandum were at 
pains not to choose between the two 
conceptions, it is difficult to contemplate 
a situation lasting for long in which 
member states, forbidden to alter their 
exchange rates or take independent 
action departing in any large degree 
from the Community 'guidelines', or 
from harmonised tax rates, yet suffer¬ 
ing the divergences of industrial com¬ 
petitiveness that European countries 
always experience f including EEC 
countries), could go on incurring the 
political debts entailed in transferring 
larg.: sums of money across frontiers 
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in order to relieve the ensuing distress, 
without putting the execution of such 
policies and transactions into the han^ 
of an institution which would not be 
dominated politically by the creditor 
states. This latter outcome is all 
the more likely if it is assumed that 
West Germany and the Netherlands, 
both inclined to favour federal solu¬ 
tions, continue to be the chronic credi¬ 
tors. The debtor states would then 
have the incentive to federate arising 
from a wish to avoid piling up politick 
indebtedness lo the West Germans and 
the Dutch 

This is where France's position in 
economic and monetary integration 
becomes awkward. Policy in France is 
largely determined by gauIUst poli¬ 
ticians and afewgaulUst civil servants, 
who are anti-federal (probably echoing 
grassroot opinion), and a body of fede¬ 
ralists which, while weak in the NPF 
(the gaullist party) is strong in the civil 
service, academic life and the media. 
European integration has therefore 
a i^iitical momentum, even in France, 
which the late President de Gaulle 
could not stop when he tried to in 
1965, and which M. Pompidou could 
not halt even if he wanted to. Moreover, 
the possibility that western Europe 
can somehow become a monetary po¬ 
wer equal to the USA or at least reduce 
the monetary servitude of European 
countries vis-a-vis the USA, appeals 
even to gaullists. There are also those 
bankers and officials who see monetary 
integration as a way of stamping out 
France's chronic tendency towards 
inflation, simply by giving up the power 
to do inflationary things. 

Yet a country that tends to in¬ 
flate, and of necessity correct this by 
devaluation, cannot readily give up 
the right to devalue. It would first have 
to be assured of adequate financial re¬ 
sources from other membm. But se¬ 
curing such resources would probably 
mean the loss of the political leverage 
that France has hitherto enjoyed over 
West Germany, and eventually (in all 
likelihood) supranational institutions 
leading to federalism. There can be 
more than one judgement as to what 
Trance will ultimately choose to do 
about this but it seems probable that, 
subject to a return to fixed parities, 
France has mounted an escalator from 
which it can hardly step off, even 
though it can delay reaching the top 
for some lime 


III 

ENTER BRITAIN 

Into this scene enters Britain, The 
UiC has a history of declining interna¬ 
tional competitiveness worse than 
France's, and although the UK's long¬ 
term record on price and wage infla¬ 


Juii0 2»pl97t 

tion is slightly better than that of 
Prance, it has Deem worse during the 
past two years. 

ja * 

Two important conclusions follow* 
First, the UK, even more than France, 
must consider whether the arrhnge-. 
ments for potential deficit countries 
are likely to be adequate on terms not 
too politically disadvantageous^ from 
the moment when exchange rate chan¬ 
ges are ruled out among members. (A 
change of all member states' rates en 
bloc, pro rata, would still be permitted; 
however, the prospects of a block de¬ 
valuation are so remote as to be not 
worth considering). Second, the UK 
must be regarded as a rival to France 
for the cr^it and goodwill of the 
other existing member states. 

On the first problem, concern must 
be felt over the low emphasis'which 
both the Werner report and the Com¬ 
munity's actions so far place upon the 
need to assist financially any member 
countries suffering a prolonged foreign 
exchange loss, the correction of which 
Community rules prevent. .That the 
common fund is only S2,0(w million 
(or $4,000 million, counting the short¬ 
term stabilisation fund, which js to 
counter hot money flows) may not ma¬ 
tter greatly — even though the UK 
alone ran up short-term and medium- 
term debts during the late 1960s in 
excess of $6,000 million, and although 
the funds available would be less tlm 
the nominal total, if another member 
state were also in deficit. Affer all, 
the process is only beginning, and the 
amounts will be increased, though pre¬ 
sumably on terms suitable to the proba¬ 
ble creditor countries, 

Werner Committee and EEC 

The greater source of concern should 
lie in the complacent assumptions in¬ 
herent both in the Werner report and in 
various published thoughts from the 
Commission, that in the final stages ot 
integration, if not before, the Commu¬ 
nity will have become so like a unitary 
nation-state that more or less paijdess 
adjustments will come about automati¬ 
cally. '‘Goods and services, peo]^e and 
capital will circulate freely and without 
competitive distortions, without there- 
by givii^ rise to structural or regional 
disequilibrium’*, according to one as¬ 
tonishing passage in the Werner rqmrt, 
which adds later that "only the global 
balance of payments of the Community 
vis-a-vjs the outside world is of any 
importance". Financial transfeiA bet¬ 
ween member states are seen as part 
of the 3)roccs5 of correcting disequili- 
bria. but greater precedence is given to 
mobihty of factors of production: 
movement of labour from depressed 
member states to inosperous ones (des¬ 
pite language barriers) and investment 
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hy the latter coimtries* firms in the can hardly be taken seriously as a de- 

fonner countries (despite the notable vice for correcting fondameuial dis- 

absence of largC'^ale private investment equilibria in place of exchange rate 

across Community frontiers so far). changes. 

One gets the impression that the prob- Sources mid ackaowkgemeats: This 
lems of disequilibrium in a Commu- is the first of two articles summarising, 

mity of varied languages and customs, by special arrangemiuit, an exclusive 

and of diverging tendencies in interna* report in depth in the latest issue of 

tiona] competitiveness (differences that Economic Trends, published quarterly, 

would,be all the greater in a ten*nation to subscribers onlv. by the E^nomist 

Community than in one of six) are be- Intelligence Unit, (27 St. James's Place, 

ing under-esttmafed. This is evidence London. S.W*L) but the ElU is res- 

also by the terms of the medium-term ponsible neither for the emphasis of my 

fund: drawings are repayable over two summary, nor foi my cmuments based 

to five years. This kind of arrangement on a variety of sources. 

Holland’s Economy in 1970 


The strain on the economy of Holland 
became more acute in 1970. Whereas 
in 1969 it was foreign demand which 
had contributed to tne boom, in 1970 
it was the increase in domestic spending 
which claimed a greater part of the pro¬ 
duction capacity. This was particu¬ 
larly so in the cases of private expendi¬ 
ture, which increased in volume by 6,6 
per cent^ end industrial investment in 
fi\cd assets, which is estimrlcd to have 
have grown in volume by 12 per cent. 

There are various signs which indi¬ 
cate that the Dutch economy had rea¬ 
ched the limits of its cepecity m 1970. 
This contributed in the course of the 
year to some slackening in export 
growth while on the other hand it ten¬ 
ded to stimulate impons. The unfa¬ 
vourable effect of this situation on the 
balance of trade and of payments was 
accentuated by the fact that increases in 
import prices exceeded the rise m the 
prices of Dutch export products. As a 
result, the 1970 balance of payments on 
current account showed a deficit (by 
transactions) of fls. 1,750 million. 

By ihe end of 1970 Holland had 13.12 
million inhabitants, indicating a rise 
of 1.25 per cent over l969.Thc 13th 
million citizen was born in the course of 
the year. During the last ten years the 
population increased by 12 per cent, 
from 11.7 to 13.1 millions. The popu¬ 
lation density is currently 388 persons 
for every square kilometre. 

Employment Position 

The number of persons employed in 
1970 was about 4.54 millions. Of 
these, 330,000 (7.3 per cent) worked in 
agriculture and fishery, 1.87 millions 
( 41.2 percent) in industry, 1.93 
millions (42.5 per cent) in the services 
sector, and 408,000 (9 per cent) were 
in public services (excluding the fighting 
forces). 

The growth of the national product is 
estimated at six per cent in terms of 
volume as against five per cent in 1969. 

Industiial production rose by eight 


per cent rgeinst 10 per cent in 1969. 
Production per employee in industry 
went up by seven per cent (8.5 per cent) 
in 1969. The largest production in¬ 
crease was in oil refining (19 per cent), 
followed by the metal industry (12 per 
cent), public utilities (12 per cent) 
and the chemical industry (H percent). 

Primary Commodities 

The production figures for n number 
ofpnmary commodities were as follows * 
coal 4.3 million tons (^22 per cent, 
on account of the systematic reduction 
of coal production), ciude oil 1.9 mil¬ 
lion tons (• -5 per cent, owing to the 
gradual depletion of the oilfields), 
natural gas 31,700 million cti. m. 
(4-41 pei cent), salt 2.9 million tons 
(4-7.5 per cent) steel five million tons 
(-1^.4 per cent) and pig iron 3.6 
million tons (-1-9.1 per cent). 

In the construction industry the num¬ 
ber of dwellings completed in 1970 
(117,284) was 4.8 per cent down on the 
1969 production (123,117). The value 
of the industry's total production was 
fls 9,400 million (4-11 per cent), the 
share of dwelling being fls. 4700 
million and that of industrial 
huildngs fls, 2,300 million. Production 
in road construction and hydraulic 
engineering works amounted to fls. 
3,000 million. 

Oood progress was made with the 
Delta Works, the project designed 
to protect the south-west of Holland 
against flooding. The Haringvliet was 
closed by a 4.5 Kilometre dam, and the 
gigantic sluice complex incorporating 
this dam became operational. Work 
in the Brouwershavensche Gat, which 
will eventually be crossed by a dam 5.6 
kilometres in length, reached such a 
stage that the closure could commence 
in April 1971. Three barrages were 
taken into service as part of the plan to 
canalise the Rhine, one of the objectives 
of which is to improve the supply of 


drinking water to northern Holland, 

Tn Amsterdam, work began on the • 
construction of the first underground 
line, 18 kilometres long, w*hich forms 
part of a planned network of four lines 
to all parts of the Amsterdam agglome¬ 
ration. 

Agricultural Sector 

In the agricultural sector, grain pro¬ 
duction showed a fall of 15 per cent 
to 1.36 million tons The yield of eat¬ 
ing and factory potatoes rose by 14 per 
cent to 5 million tons while the sugar 
and fodder beet crop fcllHSy 6 4 per 
cent to 5,5 million tons. The already 
high milk production losc further to 
8 2million tons(‘|-3.3 percent). 'Vield 
per cow was 4,290 kg (4-3 jkr cent). 
The production of buttci, cheese and 
milkpowdfifroseby7.9peT cent, 3.3 
per cent and 9 7 per cent respectively 
to 120.9, 271.9 and 155.7 million kg. 
Production of condensed milk dropped 
slightly to 495.8 million kg. 

The auction turnovers of fruit and 
vegetables totalled fls, 1,220 million 
(H 3 6 per cent); 1.37 million tons of 
vegetables (4-2.9 per cent) and 555,000 
tons of fruit (4*22 per cent) were supp¬ 
lied. The quantity of fishery products 
brought in fell by 10 per cent to 252,000 
tons, although the value of the catch 
rose by 15 per cent to fls. 277 million. 

In the transport sector figures were 
once again up all along the line. Total 
transhipment of goods in Holland’s 
seaports increased by 23 per cent. The 
volume of intcrational-inland shipp¬ 
ing rose by 1 6 per cent, and that of 
international road transport by 14 per 
cent. The number of passengers 
carried by the Netherlands Railways 
rose by eight per cent and the amount 
of goods by five per cent. The quantity 
of crude oil transported through the 
pipe line from Rotterdam to the 
German Federal Republic rose from 
21.1 to 24.5 million tons, an increase 
of 16 per cent. 

Tri'ffic figures for Schiphol Airport • 
were once agrin higher than ever be¬ 
fore. The number of passenger arrivals 
and departures rose to 5.i2 million (*|*I9 
per cent) while freight trafilc at the air¬ 
port increased to 175 million 1^ (-1-11 
per cent) and the amount of mail hand¬ 
led went up by five per cent to 7.5 
million kg. 

Transport by private cars grew app¬ 
reciably in 1970,432,000 (4-24 percent) 
new cars and station wagons being 
added to the national fleet of cars. 
With 2.6 million passenger cars there 
is now one cat to every five inhabitants. 

The Dutch merchant fleet shrank fur¬ 
ther to 3.955 million g.r.t. (—3 3 per 



JO . ; 

'7 

caat)* This wa» oihiefly due to the re¬ 
duction in the number of passenger and 
^mall cargo boats. 

No less than 31,867 and 7,986 sea¬ 
going ships entered the ports of 
Rotterdam and Amsterdam respectively. 
OoQds transhipment in the port of 
Rotterdam rose by 17.8 per cent to 
a record level of 215 million tons. 
In the port of Amsterdam goods 
transhipment rose to 23.1 million tons 
(4*17 per cent). Container transport 
in the Dutch ports by seagoing ships in- 
creff sed by 11 per cent to over 310,(K)0 

containers. 

•• 

Dutch foreign trade reached a record 
level of <ls.91,100 million ( 420 perccnt) 
in 1970. Tinporis rose by 22 per cent to 
fls. 48^500million, and exports by 19 per 
cent to fls. 42,600 million. The balance 
of trpde deficit amounted fls. 5,885 
million, fls, 2,162 million higher than in 
1969. The percentage cover of im¬ 
ports by exports fell three points to 
88. This unfavourable trend was fur¬ 
ther tsecentuated by a worsening in the 
terms of trade. The price level of im¬ 
ports increased by seven per cent while 
the prices of cxpcirls rose by four per 
cent. 

The growth in exports was piirlly 
due to increased exports of natural gus 
(+47 per cent), crude oil and oil priv 
ducts t+60 per cent), iron and steel 
(-f 17 per cent), chemical products (+17 
per cent), machinery and equipment, 
including electrical (+15 percent), me¬ 
tal wares (+18.5 per cent) and triins- 
port material (-f 8 per cent). Exports 
ol agricultural and horticultural pro¬ 
ducts rose by 18 per cent. The increase 
in exports of Dutch dairy products was 
particularly high, being 36 per cent. 

Trade with EEC 

Trade with the countries of the Euro¬ 
pean Economic Community remained 
important; EEC countries accounted 
for 55.9 per cent of Holland’s imports 
and 62 per cent of her exports went to 
them. The chieftrade partners remained 
the Federal Republic of Germany and 
the Economic Union of Belgium end 
I. uxemburg, followed by Fn^nce and 
the United States. 

On the basis of provisional figures, 
the 1970balance ofpayments on current 
account showed a deficit (by transac¬ 
tions) of fls. I,740million. The current 
account had been virtually in balance 
^in 1969. The debit was entirely caused 
by the balance of trade, largely as a 
result of the worsening in the terms of 
trade. This increased deficit was offset 
by a rise in the surplus in invisible 
trade; (he resultsS gidned by trans¬ 
port and travel were better. As a re¬ 
sult of the very extensive inflow of capi¬ 
tal, there was a surplus of about fls. 
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2,500 million in the total account of the 
balance of payments. 

The gold and foreign exchange re¬ 
serves of the central bank stood at fls. 
9,682 million at the end of 1970, as 
compared with fls. 7,496 million at the 
end of 1969. Against this rise of fls, 
2, l86mif]ion there was a fall of fls. 429 
million in the foreign exchange- reser¬ 
ves of the commercial banks. Holland’s 
position vis-a-vis the Ttucrnational 
Monetary Fund improved to the tune of 
fls. 361 million. Totpl national gold and 
foreign exchange teservts (Nederlandse 
Bank -f lMF+ commercial banks) 
amounted to fls. 12,373 million at the 
end of 1970 (fls. 10,255 million at the 
end of 1969). 

Reduced Interest Rate 

The rate of interest in the capita) 
and money markets remained high dur¬ 
ing the first half of 1970. The second 
year brought a distinct tendency to¬ 
wards reduced rates. Exceptionally 
high interest rates such as in the autumn 
of 1969 did not occur. The cause of 
the casing of the situation on the capital 
and money market was the inflow of 
foreign capital. 

The total actual amount of new issues 
in 1970 was fls. 3,037 million (fls, 2,753 
million in 1969). Of this, bonds accoun¬ 
ted for fls. 2,995 (fls. 2,568) million and 
shares fls. 42 million (fls. 185 million). 
Of the bonds, fls. 1,091 (fls. 1,320) mil¬ 
lion were issued by the government, 
fls. 829 (fls. 820) million by the Bank for 
Netherlands Municipalities (semi- 
government) and fls. 1,075 (fls. 427) 
million by private enterprise and insti¬ 
tutions. In 1970, as in 1969, no foreign 
guilder loan.s were placed. 

The call money rate averaged 6.47 
per cent in 1970 as against 5.98 per cent 
in 1969. The average market discount 
for three-month treasury bills was 5.97 
per cent (5 55 per cent). The interest 
rates of the Nederlandse Bank remained 
at the same level throughout 1970, 
having been raised by 1/2 per cent to 
6 per cent on August 4, 1969. 

Mortgage rates for immovables aver¬ 
aged 8.01 per cent (7.05 per cent); 
the yield from perpetual government 
loans rose to 7.06 per cent (7.02 per 
cent). 

The volume of money in circulation 
(cash and cheque money) rose from fls 
23,200 million at the end of 1969 to 
fls. 25,900 million at the end of 1970. 

The increased amount of capital 
offered, particularly from abroad, en¬ 
abled the government toedVer a greater 
portion of its financing requirements 
on the capital market. 

The wage determination law, which 
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rounded off the transitionat phase tt<m 
a controlled to a free wages policy, 
came into operation in the spring of 
1970. This law places the sesponsimUty 
for conditions of employment on the 
contracting prrties, although the go¬ 
vernment retains the right to intervene 
should the socio-economic interest 
so require. At the end of 1970 a wage 
restraint measure was introduced to 
curb the upward trend in wages. 

The rise in the wage costs per worker 
(including social charges) was 12.5 per 
cent as against 11.3 per cent in 1969. 

t 

The working population’s share in 
the national income (the ratio between 
wage income per worker and the na¬ 
tional income per head of population) 
rose to 79.5 per cent. 

The total increase in wage costs 
exceeded the average rise in produc¬ 
tivity (5.5 per cent) by seven per cent, 
which is slightly Jess than the preced¬ 
ing year when the increase in wage 
costs exceeded the rise in productivity 
by 7.5 per cent, 

» 

The price index for family consump¬ 
tion (including private insurance) 
showed a rise of 4.4 per cent 
as against 7.5 oer cent in 1969. 
Price rises affected among other things 
agricultural prod ucts, fish and fish pro¬ 
ducts from agricultural basic materials, 
industrial products, medical care, in¬ 
surance, taxes, rents and private ser¬ 
vices. 

Real Income Increases 

Since the rise in prices was le.ss than 
the rise in wages, the real income of 
most of the working population in¬ 
creased by 5.8 per cent m J970 as 
against only 1.5 per cent in 1969. 

The policy of price control was 
continued. A costing decree came into 
force which permits only certain price 
rises to be passed on. 

The gross national product at market 
prices, which was fls. 102,300 million 
in 1969. is estimated at fls. 113,400 
million for 1970(+10,8 percent). 

Consumer spending by the Dutch 
population showed an increase. In 
terms of volume, total consumption 
was 6.6 per cent up in relation to 1969; 
the rise per head of population was 
4.7 per cent. 

Savings continued to rise, and the 
balances with the Dutch savings rose by 
fls. 2,745 million (+10 percent) to fls. 
29,635 million.There was an increase of 
fls. 827 million (+17 per cent) to a total 
of fls, 5,612 million in savings account 
balances with the commercial banks. 
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Niw i<>talling fte. 18,100 mil* 

Ubn Mre taken oiit with the life assur- 
^ance comf>aaies, an increase of six per 

The savings ratio (savings expressed 
as a percentage of the national income 
‘ at market prices) worked out at 21 per 
cent compared with 21.5 per cent in 

• 

Gross investments in fixed assets by 
private enterprise were fls. 18,000 mil¬ 
lion in the first nine mentns of 1970, 

• as against fls. 15,500 million in the cor¬ 
responding period of 1969. This re¬ 
presents a rise of 16 per cent. Govern¬ 
ment investments rose by seven per cent 
from fls. 3,600 million to fls. 3,850 
million. 

In 1976 a tendency was noticeable in 
■ Dutch business and industry aimed at 
rationalisation and increase in scale. 
A number of enterprises were forced to 
close down or reduce their labour force. 
Interim reports on the results ranged 
from flivourablc, less favourable and 
definitely unfavourable, on the basis of 
Which profit forcasts are generally more 
on the pessimistic side than in 1969. 

Trends Towards Mergers 


There was a strong trend towards 
concentration during 1970, as in the 
preceding year. Over 450 mergers, take¬ 
overs, co-operation arrangements etc. 
occurred, many on an international 
scale. Examples of major mergers were 
the amalgamation of N.V Nederlandse 
Kabclfabriek with Philips and the take¬ 
over of N.V. Billiton Maat^chappij by 
the Royal Dutch/Shcll Group. 

In the years 1945-1970, 677 subsidi¬ 
aries of foreign industrial concerns were 
established in Holland and 352 enter¬ 
prises were registered as participating 
or co-operating with Dutch enterprises. 
At the end of 1969 these figures were 
608 and 328 respectively. 


Despite considerable arrivals of immi¬ 
grant workers the labour market re¬ 
mained strained. The registered male 
labour reserve fell by 10,W)0 to 55,100 
in 1970, and the demand for male per 
sonncl rose by 11,200 to 84,300. 


The reserve averaged 45,100 (1969; 
54 300) and the demand for mule per¬ 
sonnel 91,600 (1969:73,100). At the end 
of 1970 the number of unemployed was 
1.6 per cent (1969: 1 9 per cent) of the 
male working population. The number 
of unfilled vacancies for male per¬ 
sonnel was 2.9 per cent (1969: 2.5 per 
cent). The tightness on the labour mar¬ 
ket w 4 s-once again greatest in the west 
of the? country. 

[1 Dutch Guilder (fl)'«Rs 2.07.] 
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Linoleum floor-covering? are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you'll need a whole elephant to serve 
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CAPITAL & LIABILITIES 


Rs. 1 PAID-UP CAPITAL; 

2.00,00,000 (wholly owned by Central Government) 


, 2,00.00,000,00 


3,98,40,65^ 

5,00,000 

1,23,78,000 

5,27,18,656 


RESERVE FUND AND OTHER RESERVES : 
(/) Reserve Fund 

(?/) Development Rebate Reserve . 

(i») Other Reserves. 


4,41,40,655 94 
1,50,000.00 
1,27,28,000.00 


5,70,18,655.94 


1,71,01,35,701 

1,38,13.12.201 

81,36,67.829 

57,57,156 

3,91,08,72,887 


DEPOSITS AND OTHER ACCOUNTS : 

Fixed Deposits .. . 

Savings Rank Deposits . 

Current Accounts, Contingency Accounts etc. 

(including Stajf Housing Fund). 

Employees' Security Deposits held by the Bank 
Itself . 


1,94,05,35,935.37 

1,63,52,40,143.58 

1,01,70,71,093.43 

44,32,769.38 


4,59,72,79.941.76 


BORROWINGS FROM OTHER BANKS 


12,67,583 

Nil 

~12,67,583 


8,50,000 

4,17,583 


(i) In India .. 
(It) Outside India 


Particulars : 

(f) Secured by part of Government Securities 

lodged. 

00 Unsecured . 


25,85,017 93 
85,907 08 


26,70,925.01 

Nil 


26,70,925 01 


6,08,65.635 5. BILLS PAYABLE. 

6. BILLS FOR COLLECTION BEING BILLS 
RECEIVABLE AS PER CONTRA : 


6,85,04,522.15 


26,77,53,212 (i) Payable in India 

1,34,68,694 (ii) Payable outside India ., 

^28,12,21,906 


31,30,70,179.86 

4,05.38.131.09 


35.36,08410.95 


4,32,69.46.667 


Carried over 


5,09,90,82.355.81 
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PROPERTY & ASSETS 


Rs. 


P. Rs. • P 


Rs. 

33,1*7,85.$^ 


1. CASH: 

Id hand and with Reserve Bank and State Bank of India 
including Foreign Currency Notes . 


36,75,07,745 88 




2. BALANCE WITH OTHER BANKS : 

Current 

Account 

2,41,08,936 (0 In India .. 1,04,95.900.81 

1,17,28,769 (iO.Outside India .. 65.20,626.40 


Deposit 

Account 




1.70,16,527.21 


• 3,58,37,705 

12,60,00,000 3. MONEY AT CALL AND SHORT NOTICE. 2,55,00,000.00 

4. INVESTMENTS AT OR BELOW COST : 

(/) («) Securities of the Central & State Governments 
* including Treasury Bills of the Central & State 


• 1,19,01,08,714 Governments . 1,14,59,59,696 10 

'13,24,15,315 (W Other Trustee Securities . 20,09,43,260 50 


1,32,25,24,029 (iij Shares : 1,34,69,02,956 60 

Fully Partly 

Paid-up paid-up 

3,27,000 Preference .. 3,28,000.00 Nil 


1,31,80,163 Ordinary . 66,04,687 40 61,25,000.00 1,30,57,687.40 


1,35,07,163 

38,20,076 (h'O Debentures of Indian Joint Stock Companies .. 37,75,388.00 

(iv) Other Investments; 

4,50,000 Contribution to initial capital of Umt Trust of India .. 4,50,000 00 

Nil (0 Gold. Nil 

__ __ 1,36,41,86,032.00 

1,34,03,01,268 

5. ADVANCES : 


1,87,34,64,890 

Nil 


1,87,34,64,890 


37,06,97,196 

2,11,50,390 

1 


39.18,47,586 


2,26,53,12,476 


Other than bad and doubtful debts for which provision has 
been made to the satisfaction of the Auditors : 

1. Loans, Cash Credits, Overdrafts etc.: 

(0 In India. 2,49.22,60,636 01 

(11) Outside India .. Nil 

- 2.49.22,60,636.01 


2. Bills discounted and purchased (excluding 
Treasury Bills of the Central A State 
Governments) 

(/) Payable in India. 50,75,30,968 49 

(li) Payable outside India .. 3,19,03,200.56 53,94,34,169 05 _ 

— I .i~ 3,03,16,94,003.00 


(Particulars of Advance8--as per Schedule attached) 


4,09.92.37,307 


Cairied over 


4,80,59,05.110.15 






PUNJ/W NATML 


Balance Shed d ht * 


1969 

CAPITAI' & LUBILITIES 

Rs. P. Rs. *.P. R*. P. 

___ I .. .. k _ 

4,32.69.46667 

Brought forward 


7 

OTHER UABIUTIES 


13,62,54,920 

0) Branch Adjustments 
(ii) Dividend and Interest on Advance Calls 

16,38,31,571 02 

4,36.085 

unclaimed . . . 

4,14,253 45 

16»72,216 

(i«) Rebate on Bills Discounted 

19,71,852 98 

13,83.63.221 


16,62,17,677 45 

•a 8 

ACCEPTANCES. ENDORSEMENTS AND 


58.3503 787 

OTHER OBLIGATIONS AS PER CONTRA 

61,62.6b,4}5 46 

9 

PROFIT AND LOSS ACCOUNT 



Balance of profit of the Punjab National Bank 


7SJ0S 

Ltd , as on 3Ut December, 1968 

Profit lor the year brought from the Profit & Loss 
Account (Previous year's figure includes 
Rs 72,92,948 of the Punjab National Bank Ltd 


1,58,70.682 

toi the period 1-1-1969 to 18-7-1969) 

2,14,00.886 49 

84 00.000 

Le^\ (i) Provision for Bonus to Staff , 

(ii) Transferred to Reserve I und m terms of 

Sec 3(6) of the Banking Companies 
(Acquisition & Transfer of Undertake 

1,10.00,000 00 

45.68,656 

mgs) Act. 1970 

43,00,000 00 1,53,00,000 00 


Balance being amount to be tiansfeircd to Govern¬ 
ment m terms of Section 10(7) ol the Banking Com¬ 
panies (Acquisition &. Transfer ol Undertakings) 

61,00,886 49 

29 77.734 

Act, 1970 

61,00,886 49 

10 

CONTINGENT LIABILIFIES 

(i) Claims against the Bank not acknowledged as 


64 56463 

debts (Sec Note 1) , , 

59,66.784 37 

11 818 

00 Guarantees given on behalf oi Officers 

11.818 14 

34.87.65 45S 

(///) Guarantees given on behalf ol others 

37,85,54,442 86 

NO 

(m) Bills ol Fxchange rediscounted 

Nil 

18.84,31 754 

(0 Outstanding forward Exchange Contracts 

17,99.45,513 52 

63.75,000 

(w) 1 lability for calls on partly paid shares 

63,75,000 00 

"^5.17,91,409 


TOTAL 5.88.76.69.235 21 


Notes I A writ petition has been tiled in the High CourtofDelhi by the Punjab Notional Bank Ltd and its three shanhold- 

ers in No\ tmbei 1970 claiming payment ol ad-interim dividend of Rs 24 lacs sanctioned by their Board of three* 
ton on 16-7 1969. the said claim has not been acknowledged as debt and has not been included in the amount 
ol Contingent Liabilities 

Annexure to our report of date 

A h PlROUSON & Co 
M (' Bhandam & Co 
S Vaidyamath Aiyar & Ca 
C hartered Accountants 


New Ttilhi 

iVitcd : luNP ?g. 1971 


D C. Cunx 
Chief Acconntaiit 



* % 


|NiMibir» 1970 

1969 PtOmiYftASS^ 

--- --- t. - ---It—. . . ... . .. . ...I .■ U II . .II. . . .. . 

,4^92.37^7 Brought ^bhratd 4,80,59,01110 15 

6. BILLS BISCElVABUi: BliaNG BOLLS FOB COLLECTION 
Asnai CONIBA: 

26,77,53,212 (0 Payable in India . 31,30.70,179 86 

‘ i.34,68,^ («) Payable outside India . 4,05,38,131.09 

^ j2,2I,906 35,36.08,310.95 

7. OONSrmiKNTS* UABIUnES FOR ACCEPTANCES, 

. ENDORSEMENTS AND OTHER OBLIGATIONS PER 

58,35,03,787 CONTRA. -. 61.62,68,315 46 

8. PREMISES LESS DEFREOATION : 
id) Fremises: 

• 1,53,23,090 Cost as on M-1970 . 1,57,39,470 75 

4,61,922 Additions during year. 2J5,58I 62 

1,57,85,012 1,59,55,052.37 

45,541 Deductions during the year — 

1,57,39,471 

• 27,71,919 : Depreciation written off to date . 30,45,763 39 

1,29,67,552 1,29,09,288 98 

1,91,218 (b) Buildings under construction . 73,000 00 

(c) Premises in respect of which execution of title deeds is 
pending 

— Cost as on 1-M970 

8,18,749 Additions during the year _. .. 2.68.662 97 

10 87 412 32 

__ Less: Depreciation written olf to date 74,469 56 10,12,942 76 

1,39,95,231 74 

1,39,37,096 

9. FURNITURE & FIXTURES LESS DEPRECIATION : 

2,46,48,415 Cost as on 1-1-1970 2.80,69,827 32 

38,41,069 Additions during the year 38.59,726 15 

2,8^,484 3,19,29,553 47 

4,19,657 Lejr: Deductions during the year 2,11,962 55 

2.80,^,827 3,17,17,590 92 

1,60,39,030 Less : Depreciation written off to date. 1,78,39,863 69 

1,20,30,797 1.38,77,727 23 

10. OTHER ASSETS : 

1,96,40,257 (a) Interest accrued and outstanding .. .. .. 2,37,49,579 17 

(b) Prepaid expenses, advance payments and amounts 

38,21,937 recoverable.. .. 82,68,904 58 

5,56,580 (c) Property not used as Bank premises less depredation .. 5.52,729 43 

lai Library, Motor Cars, C^les and othor Vehicles less depre- 

6,08,800 dation .. .. . .. ’. 7,99,885 64 

29,71,105 (e) Stationery and Stamps . 37,44.424 04 

1,07,80,950 (/) Amount paid for purchase of Trustee Securities .. 36,90,750 00 

2,34,63,887 (g) Advance payment of tax and tax deducted at source .. 4,31,91,266 82 

6.18,43,516 8.39.97,539 68 

11. NON-BANKING ASSETS (ACQUIRED IN SATISFACTION 

17,000 OF CLAIMS) (at or bdow cost) 17,000 00 

_ Sj>5.17^1,409 TOTAL 5^|8J^^235^ 

2. The affdrs of Lahore and Karachi branches of the Bank have been m charge of the Custodian, Enemy Property, 

* Pakistan. No returns having been reedved from these branches, it has not been possible to compute the Profit 

& Loss Account and the unaudited Balance SheeU as at 30-6-1965 have been incorporated m the preparation 
of the accounts as on 31st December, 1970. 

S C Trikha 

Custodian 
A. S Kahlon 
A. T BaMbXwaip 
T. S Papola 

B. K. VoRA SiTA Ram V. M. Jarhade 

Deputy General Manager General Manager Directors 
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PUNJAB NATIONAL BANK 

Profit A Lon Account for the Voor Endni 3l«t > o c o nibo r, 1971 


income 

(Lcsv provision made during the year for bad and doubtful debts and other usual or necessary provisions) 


1969 


■ 


Rs. 



. .R*. P. 

22.54.18,976 

1. 

Interest and Discount . 

27.64.04,457.53 

3,88,51,588 

2. 

Commission, Exchange and Brokerage . 

4,18,51,094.59 

20,86.159 

3 

Rent^ . .. . 

22,35,101.27 

% 

4. 

Net profit on sale of investments, gold and silver, land, premises and other 

■» 

22,59,908 


assets (not credited to Reserves or any particular Fund or Account) 

13,71,237.71 

5. 

Net profit on revaluation of investments, gold and silver, land, premises and 
other assets (not credited to Reserves or any particular Fund Or Account).. 

NU 

Nil 

6. 

Income from non-banking assets and profit from sale of or dealing with such 


Nil 


assets . . 

Nil 

Nil 

7. 

Transfer fees. . 

Nil 

26,86,46,631 



32,18,61.891.10 






EXPENDITURE 


13,57.8.3,446 

1. 

Interest paid on Deposits, Borrowings, etc. 

15,6449.224,69 


2. 

Salaries, Allowances and Provident Fund (including Rs. 44985,947.48'being 




Contribution to Employees* Gratuity Fund Trust and Rs. 2,50,107.59 to 


9,22,99,180 


Superannuation Fund Trust) .. . 

11,61,44,477.78 

66,342 

3. 

Directors and Local Committee Members’ Fees and Allowances 

31,775.00 

90.65,776 

4 

Rent, Taxes, Insurance, Lighting etc. 

1,03,65,571.06 

2,33,876 

5. 

Law Charges. 

3,86,878.66 

36.50,883 

6. 

Postage, Telegrams and Stamps. 

41,73,075.49 

2,81.950 

7. 

Auditors* Fees .. . 

3,58,350.00 

26,30,465 

8, 

Depreciation on and repairs to the banking company's property 

29,18,327.84 

61.28,342 

9. 

Stationery, Printing, Advertisement etc. 

67,61,500.22 

Nil 

10. 

Loss from sale of or dealing with non-banking assets. 

Nil 

26,35,689 

11. 

Other expenditure. 

28,61.823.87 

1,58,70,682 

12 

Balance of profit (after providing for taxation but before provision of bonus) 

2,14,00,886.49 

26.86,46,631 



32,18,61,891.10 


Notes ; 




1. Particulars of remuneration to Chief Executive of the Bank during 1970 : 

(i) Salary Rs. 72,000.00 (Rs. 72,000.00) (//) Contribution to Provident 
Fund Rs 6,750 00 (Rs. 6,750 00) {Hi) Contribution to Superannuation 
Fund Trust Rs. 10,800.00 (Rs. 16,200 00) (iv) Monetary value of the 
bcnctit ot the use of a house (taken @ 121% of the salary as the 
Municipial valuation is in dispute) and use of car calculated according 
to the Income Tax Rules Rs. 12,000.00 (Rs. 12,000 00) (v) Medical Aid 
including Insurance under Hospitalisation Scheme 'Rs. 1,823.67 
(Rs 2,560 75) —Total Rs. 1,03,373.67 (Rs. 1,09,510.75) (Figures in 
brackets i*rc for 1969) 

2. Comparative figures for 1969 include income and expenditure for the 
period 1-1-1969 to 18-7-1969 of The Punjab National Bank Ltd., and the 
balance of profit (after taxation but before provision of bonus) of 
Rs. 1,58,70,682 for the year 1969 includes Rs. 72,92,948 in respect of 
the above period. 

Annexure to our report of date 

» 

SiTA Ram 

A. F. Fergusun & Co. General Manager 

M. C. Bhandari & Co- 

New Dslbi S. Vaidyanath Aiyar A Co. D. C. Guvta B. K. Vora 

June ?8, 1971 Chartered Accountants Chief Accountant Deputy General Manager 


S. C. Tukha 

Cuttodian 
A. S. Kauuwi 
A. T. Bammwau 

T. S. Pamu 
V, M. Jakhaou 

Dii!aetO(t 
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niNJAB' flATtONAt BANK 

SdMdiilt of Purticiilsn 

^ Rtquirtdl l»x the Banking Rtgulation Act, I94f 

attadiM tp and forming part of tho Balance Sheet ae at 31st Decembnr, i97B 


lU. 


, ;969 • 

1,90.93,24,923 
19,78,35.550 

15,81,52,003 

Nil 


. PAKTICULARB OP ADVANCES 


Rs. P, 


(0 Debts considered good in re&pect of which the Bank is fully secured 
(ii) Debts considered good for which the Bank holds no other security than the 
debtor's personal security 

(Hi) Debts considered good secured by the personal liabilities of one or more 
parties in addition to the personal security of the debtors 
(/t>) Debts considered doubtful or bad not provided for. 


2,60,58,16,578.85 

17,97,50,064.66 

24,61,28,161.55 


2,26,33,12,.476 

y‘ . r .U , 


Nil 

22,30,261 


3,03,16,94,805.06 
■aaaamr* a 

(v) Debt^due by Directors or Officers of the Bank or any of them either ^ 

severally or jointly with any other persons ^ 

Directors .. 41,899.26 

Officers . 42,08,009.68 42,49,908.94 


(vi) Debts due by companies or firms in which the Directors of the Bank are in¬ 
terested as Directors, Partners or Managing Agents or in the case of private 
Nil companies, as members 

(v/i) Maximum total amount of advances including temporary advances made 
at any time during the year to Directors, Managers or Officers of the Bank 
or any of them either severally or jointly with any other persons:— 


Nil Directors. 56,955,46 

22,48,578 Officers . 42,43,825.08 


(viii) Maximum total amount of advances including temporary advances granted 
during the year to the companies or firms in which the Directors of the 
Bank are imercsted as Directors, Partners or Managing Agents or in the 
Nil . case of private companies, as members 

66,50,236 (ix) Due from Banking Companies. 


Nil 


43,80,780.54 

Nil 

1,37,66,656.46 


A. F, Ferguson St Co. 

M. C. Bhandari & Co. 

New Delhi S. Vaidyanath Aiyar & Co. 

Dated : june 28, 1971 Chartered Accountants 


S. C. Tmkha 

Custodian 

SiTA Ram a. S. Kahlon 

General Manager A. T, Bamsawale 

T. S. Pafola 

D. C. Gupta B. K. Voua V. M. Jakhade 

Chief Accountant Deputy General Manager Directors 


AUDITORS’ REPORT 

The President of India : 

Wc have audited the foregoing Balance Sheet of Punjab National Bank as at 31st December, 1970 and also the foregoing 
Profit & Loss Account of the Bank for the year ended on 31st December, 1970 in which are incorporated the returns of 67. 
branches audited by us, 288 branches audited by other auditors, the unaudited returns as at 30-6-1965 of the Pakistan branches 
(see note 2) and the unaudited returns in respect of 365 branches not visited by us, for the exclusion of which branches 
from audit, concurrence of the Reserve Bank of India was obtained. 

* 2. The Balance, Sheet and Profit St Loss Account have been drawn up in Forms ‘A’ and *B* respectively of the Third 

Schedule of Ibe Bufikiflg Regulation Act, 1949. Accordingly, they disclose such matters as were required to be disclosed in the 
case of banlmgMgipanles prior to nationalisation by virtue of the provisions of the said Act as read with the related provisions 
of the ComjSmei Act, 1956. Subject to the limitations of the such disclosure and on the basis of the audit indicated in the 
^st paragr^h, report that:— 

(c) In OUT opinion and to the best of our information and the explanations given to us and as shown by the books of the 
Bank : 

(f) the Balance Sheet read with the notes thereon is a full and fair Balance Sheet containing the necessary particulars 
• and it is properly drawn up so as to exhibit a true and fair view of the affairs of the Bank as at 31st Dec., 1970. 

(//) the Profit St Loss Account read with the notes thereon shows a true balance of Profit for the period covered 
^ the Account. 

(6) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary 
for the purposes of our audit and have found them to be satisfactory. 

(c) The transactions of the Bank which have come to our notice have been Within the powers of the Bank. 

(d) The returns leoeivcd from the branches of the Bnnk (except for Pakistan branches—see note 2) have been found 

a^quate for the purpose of our audit. _ * _ 

A. F. Ferguson St Co. 

M. C. Bhandari St Co. 

New Delhi* S. Vaidyanath Aiyar Sc Co. 

* JONS Up 1971. Chartered Accountants 





28 


EASTERN ECONOMIST 


}im 7S, I9n 


K 

^ % K 


; vc:' 


K.' 


^r''K 

:^4£> 







''usmuT Sk 


x-5 


3ir- 












.1 


Maharashtra 
gave birth 
to a great 
statesman 
Lokmanya 
Bal Gangadhar Tilak 
who weaved 
his thoughts 
in one sentence: 

“Swar^ IS my 
birthright” 
to free 
mother-land 
from 
foreign yoke 

Gwalior Rayon 
after thorough 
research weaved 
the ^eat 
suiting 
which 
India is 
proud of 


GWAUOR SUITING 
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THew. is no doubting the fact tKa.t there 
has bc^^n iateJy a significp.nt change for 
the bettef (betto*, i.e., from all points of 
view ewept Islamabad^) in the Bangla 
Desh situation. I am referring of course 
to the revision of attitudes on the prrt 
. of the United States and other western 
powers towards the legitimacy of the 
military action which has been and is 
being taken in East Bengal by the go¬ 
vernment of Pakistan. Even the govern¬ 
ment of the United Kingdom has at 
last been made to realise that the Bri¬ 
tish >take, whatever it is, in the Indo- 
Pakistan sub-continent, is not being 
well-served by Whitehall’s diplomatic 
efforts, whether in Washington or 
elsewhere, to whitewash Gen. Tikka 
Khan’s reign of terror. 

One direct consequence of this new 
thinking in western capitals is the deci¬ 
sion of the member-countries of the 
World Bank Consortium on Aid to 
Pakistan to postpone consideration of 
the continuance of development assis¬ 
tance to that country. Additionally, 
the government of the United States 
has found itself compelled to review 
its commitments to supply Pakistan 
with military hardware. The govern¬ 
ment of India’s colourless diplomatic 
exercises and its even more col mrjess 
Minister of External Affairs may per¬ 
haps take some little credit for this de¬ 
velopment, but it is only too clear that 
it is the press in the US, the UK and 
some of the west European countries 
which has been primarily responsible 
for bringing about a change in govern¬ 
mental attitudes »n Western capitals. 

Aided powerfully by other media of 
public information, such as broadcast¬ 
ing and television, the daily neWspa];)ers 
and Sunday magazines in the western 
world have successfully stirred up emo¬ 
tions among the peoples of these coim- 
ries ag£dn$t the military atrocities in 
Bust Bengal and have built up the forces 
of public opinion to a pitch where they 
have become too difficult to resist for 
the calculating bureaucrats in the fo¬ 
reign offices. 

In completing this account, I must 
take note of the leadeiship provi¬ 
ded by the IMF and the World Bank 
in ^educating and shaping govern¬ 
mental opinion in western countries 
in favour of suspending development 
aid to West Pakistan, until it betimes 
reasonably certain that this aid can and 
win be used only for the purpose for 


which it is intended, namely, the peace¬ 
ful economic and social progress of all 
the people in all the parts of the land 
which is currently included in the politi¬ 
cal description of "Pi^kistan*. It has been 
suggested that Mr Robert McNi^ftiera, 
presently the President of the 
World Bank 9 nd formerly Defence 
Secretary in the Kennedy and Johnson 
administrations jn Washington, has 
played a prominent patt in the process¬ 
ing of current policy on development 
aid to Pakistan. Mr McNamara Who, 
towards the end of his tenure at the 
Pentagon, had become disillusioned 
with the course of US policy in Viet¬ 
nam, is evidently a good learner. 

Now that fslrmpbad is really on trial 
before the bar of world opinion, it has 
become all the more necessary that our 
country and its government should 
act in a mature manner and with a full 
sense of responsibility. It is no doubt 
unfortunate that so much innocent 
blood had been shed in'East Bengal by 
the marauding hordes of the military 
regime in Islamabad. The untold suffer¬ 
ing inflicted on millions of men, women 
and children, who had either died tor¬ 
tured deaths or been driven away from 
their homes and hearths to take refuge 
jn the neighbouring land, is of course 
difficult to exaggerate. At the same time 
there is the hara reality that more than 
six million displaced persons, most of 
whom belong to the Hindu minority in 
East Bengal, arc with us now, with a 
majority of them being here to stay. 

if there is one development that is 
sure to kill any inclination or intention 
in Washington or other western capitals 
to mount pressure on Islamabad to re¬ 
trace its steps in East Bengal, it would 
be any opportunity given to the foreign 
offices concerned, to interpret the issues 
in East Pakistan as being basically yet 
another Tndo-Pakistan dispute. It is 
therefore very important that the go¬ 
vernment of India ^ihould be extremely 
careful Jn ensuring that its concern in 
the matter is viewed by the world at 
large as the cona*rn essentially of a 
country which happens to be physically 
next door to Pakistan and has thus 
found itself at the receiving end of a 
vast flow of refugees for whom it can¬ 
not provide relief except by over¬ 
straining its resources. It is very neces¬ 
sary that no room should be given for 
world opinion or any part of it being 
tempted to see in Itidia’i interest in the 
matter only an expressum of the legacy 


of antagonism left by the partition of 
the country or of lndii*’s view of P^kis- * 
tan’s future as a continuing political 
entity. Provided our government skil¬ 
fully husbands US ur othtr western re¬ 
actions to Islamabad, it should find it 
less difficult not only to acc^uif*c suffi¬ 
cient international assisUiUce in provid¬ 
ing for the immediate needs of the dis¬ 
placed persons but also to hasten the 
restoration of more or less normal con¬ 
ditions in East Bengal. Granted that 
only a part of the refugees is likely to 
return to East Bengal in any event, now 
large or small this part would be 
depends obviously on how soon Tikka 
Khan’s reign of terror is ended. Wc 
must realise that time being the essence 
of the rap.tter it would be more sensible 
on our pari to think in terms of what 
could be done immediately through the 
exercise of international political pre¬ 
ssure on the Vahya regime thin in 
terms of our waging a holy war now 
or later. 

* * 

JVithin the fpst some weeks I have had 
occasion to be in Mi*drps, Bombay and 
CaJeutta at various times. Among 
the matters that interested me duiiiig 
these visits were the local situations re¬ 
garding the availability of small coins 
for miscellaneous transactions. Cal¬ 
cutta, J found, was better placed in this 
regard than the other cities. In fact, 
’small change’ does not neem to be one 
of Calcutta’s many problems. The 
situation in Bombay seemed fo me to 
be far less comfortable, but it wa.s in 
Madras that things were at their worst. 

In fact the small coin situation wav at 
least until very recently an explosive 
one in Madras city. With angry and 
frustrated people exploding against 
one another m buses, hoiels, vcgetable..u» 
stall-s shops and indeed all over the 
place, simply because there were not 
enough small coins to go round. The 
public in this southern city indeed 
seemed to be even more seriously afflic¬ 
ted than the people in Delhi or New 
Delhi who, in ail conscience, have been 
faring badly enough. As I write, how¬ 
ever, things seem to be on the mend 
at least here in New Delhi and 1 hope 
that the Jot of the people in Madras 
is improving too. Meanwhile, the small 
coin shortage has not been without its 
silver lining for, quite possibly, it may 
have helped the people to relieve their 
tensions through a million squabbles. 

V.3. 
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Trade Winds 


U.K..E.E.C. PACT 

Britain and the six Common Market 
countries have reached a settlement 
on the major conditions for the 
British entry into the Community. 
The terms Britain has agreed with 
EEC for ful^nembership arc reported 
to be: (1) Tariffs between Britain and 
EEC to be abolished as from April 
1, 1973 at the rate of 20 per cent per 
annum to April 1, 1977. (2) On Janu¬ 
ary 1*1974 Britain would align its ex¬ 
ternal tariffs with that of EEC against 
the rest of the world, including India, 
40 per cent, leaving the remaining 
per cent tariff alignment to be achiev¬ 
ed over the next three years.. (3) Britain 
would adjust food prices in six stages 
with that of the EEC, beginning in 
1973; (4)Ster]ing to be phased out as an 
international reserve currency after dis¬ 
cussion with the EEC. (5) Fourteen 
sugar producing Commonwealth, Carib¬ 
bean and Pacific countries are to be 
associate members, and these have been 
assured of sugar imports on the present 
level to Europe until 1974. (fi) Capital 
movements to and from Britain to be 
loosened up on entry and restrictions on 
them removed within two years; (7) The 
value added tax system to be introduced 
in Britain on April 1, 1977. All the 
Commonwealth African countries, like 
the former French colonies, have been 
offered associate membership of EEC. 

The major problem that still remains 
to be settled is regarding UK's contribu¬ 
tion to the Community’s budget. With 
this the UK's entry into EEC is assured. 
Only an adverse vote by the British 
Parliament can block UK from joining 
the Common Market. 

..MEW ZEALAND, U.K. & E.E.C, 

provisional agreement has been 
reached between Britain and the Six 
on a special arrangement which will 
perniit access to the British market 
for New Z'jaland dairy products on a 
continuing basis after Britain joins 
the EEC. The Community has agreed 
that, at the end of the live-year transi¬ 
tional period in 1977 New Zealand’s 
^.xports of butter and cheese to Britain 
would represent not less than 71 per 
cent of current entitlements. This is 
an achievement which will go a long 
way to avoid the damage to the econo¬ 
my of New Zealand which would other¬ 
wise have occurred. 

New Zealand now has an assured 


outlet in Britain for butter and chces© 
for the* next 64 years. Until 1973 the 
present arrangem.ents v^ith Britain will 
continue. These entitle New Zealand 
to send 170,0C0 tons of butter and a 
agreed quantity of cheese which, this 
year is 75,000 tons. Thereafter, the 
guamateed quantities of butter will 
be reduced by only four per cent a 
year. This will result in percentages of: 
1973 —96 per cent; 1974—92 per cent; 

1975— 88 per cent; 1976— 84 per cent; 
1977^80 per cent. The level in 1977 
Will still represent 136,000 tons of butter. 
For cheese ihejc will be a steeper re¬ 
duction to 20 per cent of present quan¬ 
tities by 1977 and witn no guarantees 
thereafter. This will result in percen- 
tagfcs of: 1973—90 per cent; 1974— 
80 per cent; 1975—60 per cent; 

1976— 40 per cent; 1977—20 per cent. 

CONSORTIUM AID 

Subject to ratification by the respec¬ 
tive Parliament oi other authorising 
body where necessary, India received 
the assurance of external assistance of 
the order of 81,150 million—$650 
million in non-project aid and $500 
Trillion in project aid for the current 
financial year. 

In agreeing to make this amount 
available, the Aid India Consortium, 
also made jt clear that this assistance 
would be for economic development 
and was apart from whatever contribu¬ 
tions the member-countries had made 
for the Bangla Desh refugee relief The 
Consortium also agreed to provide for 
debt relief of between $90 million and 
$100 million out of the non-project 
aid of $650 million. 

STATE BUDGETS 

Tamil Nadu; Tamil Nadu will bid 
good-bye to prohibition on August 30. 
The decisiot was announced by the chief 
minister, Mr Karunanidhi, while pre¬ 
senting the state’s budget for 1971-72 
The budget reveals a deficit of Rs 15.87 
crorcs on revenue account (revenue 
receipts estimated at Rs 342.65 crores 
and expenditure at Rs 358.52 crores) 
and an overall deficit of Rs 59 crorcs 
including the deficit of Rs 23.23 crores 
carried over from last year. Additional 
resources mobilisation is expected to 
fetch Rs 12 crores leaving a huge un¬ 
covered deficit of Rs 47 ^'rores. 

The principal fiscal measures pro¬ 
posed by Mr Karunanidhi arc ad¬ 
justments in urban land tax, sales 
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tax and agricultural incoqae^^ta^,, 
A major decision announced by w 
Karunanidhi was nationalisatjon of an 
passenger transpOli divisioiis of trana* 
port undertakings having 50 or ifiore 
bus permits as on June 19, 1971. An* 
other decision seeks to permit state 
government employees to increase their 
contribution to provident fund firom 
the present six per cent to 10 per cent 
at their option. A higher interest Will bo 
paid on the additional*contributions. 

Punjab; The Punjab budget for 
1971-72, was presented recently to Par¬ 
liament by the Minister of State for^ 
Finance, Mr K.R. Oanesh. 

The budget estimates for 1971-72 
show a surplus on revenue account of 
Rs 12 01 crores, the, receipts being 
placed at Rs 161.37 crores and the 
expenditure met from revenue at 
Rs 149.36crores. The revenue receipts 
compared with the revised estimates 
for last year show a shortfall of 
Rs 3.36 crores. The expenditure esti¬ 
mates of Rs 149.36 crores show an in¬ 
crease of Rs 13.44 CTores over the re¬ 
vised estimates of 1970-71. The pro¬ 
vision for capital expenditure is Rs 
22.06 crorcs against Rs 16 17 crorcs *m 
the revised estimates of 1970-71. The 
current year is expected to close with 
an overall deficit of Rs 4 29 crores. 
This deficit, however, is likely to be co¬ 
vered by larger collection of taAcs and 
devolution from the centre. No new 
taxes have been proposed. 

£,E.C. LIFTS BARRIER 

Manufactured and semi-manufac¬ 
tured products exported to the Com¬ 
mon Market by developing countries 
will enter EEC duty free from July 1. 
A decision to this effect Was taken last 
week by the council of ministers when 
it approved a scries of regulations im¬ 
plementing the Six’s offer of generalised 
preferences from that date. The EEC 
thus will be the first to grant develop¬ 
ing countries duty-free entry in the 
framework of the preferences schemes 
negotiated by UNCTA.D 

EXPORT TARGET FOR 1971-72 

Emboldened by the happy export 
performance during 1970-71, the 
Foreign Trade Ministry has set a 
higher and ambitious export target of 
Rs 1,670 crores for the current financial 
year. The target is 9.1 per cent higher 
or Rs 140 crores more in terms of value, 
than the exports worth Rs 1530,6 crores 
recorded in the previous year. The 
target is also two per cent more than 
the Plan target of seven per cent' rise 
in exports every year. 

COPPER DEAL WITH ZAMBIA 

India has signed a three-year contract 
with Zambia for the import of 54,000 
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tonnes of comer, valued at about 
Ra45crores. Tnisie*the first long-term 
contmci signed by this country get¬ 
ting' a scaitesmaterial like copper. The 
Mineral and Metals Trading Corpora¬ 
tion, which has signed the contract, will 
import 1,500 tonnes of copper per 
month for the next three years. If this 
experiment of long-term contracts for 
import of copper succeeds, MMTC 
proposes to enter into other long-term 
contracts for importing other scarce 
metals like zinc, lead and tin. 

STEPS TO EASE TYRE SHORTAGE 

Mr R.G.S. Nairn, Chairman of the 
Automotive Tyre Industry of India, 
in a press statement has outlined the 
steps taken by the automotive tyre 
manufacturers to ease the shortage of 
tyres recently caused by labour di^ul- 
ties ant^ acute power shortage in various 
parts of the country. The tyre industty 
has already initiated a series of steps, 
the chairman said, to ensure an equi¬ 
table distribution of tyres, and the sale 
of tyres at recommended retail prices 
by authorised dealers. Tyre manufac¬ 
turers have obtained letters from dea¬ 
lers guaranteeing that lyres will be sold 
at fair prices and have also issued retail 
price lists, which are being displayed at 
dealer premises. Tyre dealers have also 
formed associations in all the main tyre 
markets to ensure that genuine custo¬ 
mers receive their requirement of tyres 
in keeping with the supply. Dealers 
have also been warned that in case they 
are found charging prices higher than 
the company recommended retail 
prices, their dealership is liable to he 
terminated. 

The long-term solution, m the opinion 
of the chariman, lies in creating 
sufiBcient capacity to meet the growing 
demand of the domestic and export 
markets and this, the chairman felt, 
could be achieved if the government 
allows further expansion to the exist¬ 
ing units. 

GUIDANCE BUREAU 

The Entrepreneurs Guidance Bureau 
of the National Alliance of Young 
Entrepreneurs (NAYE) Was inaugurat¬ 
ed in New Delhi recently by Mi L.N. 
Mishra, the Minister of Foreign Trade. 
The bureau is an advisory agency set 
up solely for guiding entrepreneurs in 
meduim and small scale industries and 
it will provide to the inteiested 
entrepreneurs information regarding 
licensing, economic and foreign 
investment policies of the govern- 
men{, opportunities for .setting up 
new industries and details about 
fresh capacities, expansions and 
import substitution. It will also give 
suggestions to the entrepreneurs in 
matters relating to methods of produc- 
tion and technology, demand forecasts, 
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export possibilities, selection of pro¬ 
ject sites and other allied subjects. The 
service of the NAYE will assist 
the entrepreneurs in getting industrial 
licences, allocation of raw materials, 
approvals for import of plant and ma¬ 
chinery and other sanctions. 

RECORDWHEAT PROCUREMENT 

The total procurement of wheat in 
the country during the current rabi 
season has crossed the four million- 
tonne mark. This was the procurement 
target recommended by the Agiicul- 
tural Prices Commission for the 1971-72 
season. This is the llfst time that a 
target of procurement recommended 
by APC has not only been hit but rea¬ 
ched so early in the season. By the 
end of this month, the current procure¬ 
ment of wheat is likely to touch the 
level of A. 5 million tonnes. This is the 
result of an unprecedented price sup¬ 
port operation carried out by the Food 
Corporation and the other procure¬ 
ment agencies in different wheat-pro¬ 
ducing areas in the country. 

DAIRY VARSITY 

A Rs 3-crore plan to convert the Na¬ 
tional Dairy Research Institute, Kar- 
nal, into a dairy university, the first of 
its kind in Asia, has been drawn up. 
The institute, which was established by 
the union government in 1955, is being 
expanded under the United Nations 
Development Programme to provide 
increased training and research facilities 
for scholars from neighbouring count¬ 
ries. Under the expansion plan 400 to 
500 students will be trained in dairying 
against the present 200 to 250. 

REVISED VANASPATI PRICES 

Prices ofvanaspati have been reduced 
by 20 paisc per kilogram in south zone 
with effect from June 23, 1971. There 
is no change in the remnining three 
zones. The revised prices will be as 
under: 

(Tn Rs,) 

Zone 16 5 4 0 2 0 Loose 

Kg Kg Kg per kg 

North 87.57 23.17 12 07 5.31 

South 84 85 22 51 11.74 5 14 

East 88.12 23 31 12 13 5 

West 85.56 22 68 J1 82 5 J9 

B.E.L. TO MAKE TV EQUIPMENT 

The Bharat Electronics t imited, will 
start manufacture of TV studio equip¬ 
ment and TV transmitting equipment 
from next year. The undertaking has 
entered jiuo a collaboration agreement 
for the manufacture of TV studio 
equipment with a West German firm 
and for the TV transmitting equipment 
with a Japanese firm. gg 

The construction of a new factory 


at Ghaziabad for Jhc manufacture of 
speial types i>f radar and js5oci*4- . 
ted equipments will start this year. 
The production is expected to fiegm 
in 1973-74, 

The BEI* has achieved more than ten¬ 
fold increase in its export earnings dur¬ 
ing the last two years. The expi>rt.s of 
electronic equipment and component*, 
during 1970-71 was Rs 53 lakhs agiinst 
Rs 5 lakhs in the first year of iis cxpoii 
in 1968-69. 

The production at the Bharat Elect¬ 
ronics during 1969-70 wae Rs 2411 
lakhs, an increase of 16.3 pei 
cent over that of the previou^i 
year. The undertaking produced 
40 types of equipment valued at Rs 
195.3.68r lakhs and components Worth 
Rs 457,58 lakhs, Itearncd a net profit 
of Rs 183.53 lakhs during the year. The 
production of new items undertaken m 
l969-70includedX-ray tubes, TV tubes 
and cathode ray tubes. The research 
and development effort to achieve self- 
sufficiency in design capabilities uas 
further intensified. So far development 
work on about dozen miin equipments 
has been completed and taken mtn 
production. Out oft he total production 
of Rs 2411 lakhs in 1969-70, indigen 
ousiy designed and developed equip¬ 
ment accounted foi Rs 380 lakhs. 


THE ECONOMIST INTELLIGENCE 
UNIT, LONDON 

Just Out 

The First Quarterly on INIER- 
NATIONAL TOURISM, 

This is not just one more tourism 
publication On the contrary ITQ’s 
objective is an ambitious one to pro¬ 
vide the world tourism industry with 
the statistical information, depth re- 
search and penetrating comment im 
which to base accurate decision making. 

1HE ViKSl ISSUE in addition 
to Its regular statistical features con¬ 
tains 

National Report No. I GREECE 
Regional Report No, I EAST AFRICA 

Tourism in the United Kingdom and 
a searching analysis of the fast growing 
''package tour’’ market. 

Annual subscription £ 20 Aiimdil 
chaigcs£ 1.75. Single current cop> t6. 

Can be ordered against Rupee pa>- 
ment. Annual subscription Rs. 393.65 
including airmail charges Single t/»pj 
Rs. 108.60. 

Exclusive Representative in Indid 

J,A, Shah. 67 Marine Drive, 
Bonbay-lO 

Telephone: 291283 
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Company Affairs 


CSNTUItY 

AtraovQH tw working of all the divi* 
sicms of Century Spinning end Mann- 
ikctaritig Co Ltd continues to be 
satisfactory, the company has to con¬ 
tend with slackness m demand, increase 
tn wages, freights, and costs of produc* 
tion and shortage of essential raw ma¬ 
terials In the circumstances it is feared 
that the profits for the current year may 
not possibly attain the last year's figure 
This IS disclosed m the Chairman Mi 
RD Birla’s statement to the sharc- 
holdejs of the company 

Divfsion-wise, the textile business has 
been sharing the difficulties common to 
the entire industry Shortage and the 
very high prices of cotton and an all¬ 
round rise in costs have caused diffi¬ 
culties to the company during the first 
half of thacurrent vear and this is bound 
to effect profits I he tyre cord division 
IS facing the prospect of a price cut and 
a slow-down in demand m the home 
market In view of this, a setback m 
profit IS anticipated The rayon divi¬ 
sion has been operating under the 
shadows of a tariff inquiry and its le 
coaningiidations when implemented will 
naturallv affect the piofits of this divi 
$ion 

The comp my is howevci proceeding 
ahead lull steam with the implement i 
tion of Its expansion and diveisification 
piogrammes which will have a lar- 
reacning impact on the fortunes of the 
company In the textile division, it has 
embarked upon a prograroire of pro¬ 
gressive improvement and diversifica¬ 
tion of its products It has developed 
some more sophisticated qualities which 
have been ^eil received by the market 
As for the cxpprsion scheme, the go- 
vernifient has granted the company a 
c8urry-on-bustness licence m respect of 
ita cement project on which the work 
has already been started and is 
making good progress In regsrd to 
two other major industrial ventures — 
one fo*r pulp and the othei for seamless 
pipes - the company B applications an 
under the aotive consideration ot the 
government In view of the govem- 
ment*s anxiety to inetcase indigenous 
production and reduce dependence on 
imports, the company expects a fa¬ 
vourable decision from the government 
shortly 

Ml S K Birla who presided overthe 
annual genet al meeting mthe absence of 
the chairmaii, Mr tLD Birla, seid that 
the capital outlay on the three major 
pHr^ts wdnld be around Rs 50 crores, 


comprising Rs 14 creres on cement 
Rs 21 crores on pulp and Rs 15 crores 
on seamless pipe The cement unit will 
achieve the completion of its first phase 
andcomipence production in December 
1972 The second phase will be implc 
mented m the middle of 1973 As far 
as the bonus issue is conccined, Mr 
Birla told the shareholders that the 
company would be eligible to issue bo¬ 
nus shares only in the nrsi half of 1972 

GFC 

The Generc 1 Electric Company of 
India Ltd reported excellent working re¬ 
sults during the year ended March 31 
1971 with Us pre tax profit shooting 
up to Rs 2 31 crores from Rs I 11 
crores in 1969-70 Ihjs has enabled the 
directors to declare a final equity divi¬ 
dend of Rs 2 15 a share which together 
with an interim dividend of Re 1 pei 
share makes ^ total distribution of Rs 
3 IS as against Rs 2 75 a shaic paid 
for the preceding year After prov d- 
ing Rs I 40 crores for taxation and Rs 
35,563 for development rebate reserve 
the company has been left with a ba 
lance of Rs 90 79 lakhs Out of this, 
capital reserve absorbed Rs II 58 
lakhs and the payment of interim divi¬ 
dend Rs 17 75 lakhs The balance ot 
Rs 61 46 lakhs has been transferred to 
general reserve 

BAJAJ ELECTRICALS 

Bajaj Electricals Ltd has fared cx 
tremeiy well during the year ended 
March 31, 1971 with ns gross profit 
lcapingtoRs51 32 lakhs from Rs 27 16 
lakhs in 1969-70 and sales soaring to 
Rs 8 80 crores from Rs 7 15 crores 
attained in the previous year 
The impressive working icsults 
have emboldened the director to 
propose a final equity dividend of 
Rs 7 a share which togethei with Rs 
5 paid m October 1^70 as an interim 
dividend mekes a total distribution of 
Rs 12 p share as against Rs 8 declprcd 
in 1969-70 This is the highest dividend 
paid by the company so far Out o f the 
gross profit, the directors have trans 
ferred a sum of Rs 1 58 lakhs to de¬ 
preciation reserve and Rs 27 38 lakhs 
to taxation reserve as ag^ inst Rs 1 92 
lakhs and Rs 13 lekhs provided respec 
lively m the previous year The pro 
posed preference, equity and deferred 
dividends amounting to Rs 13 46 lakhs 
Will be paid out of tnc general reserve 

The company’s subsidiary. Match 
well Electricals (India) ltd, has eained 
a higher gross profit of SLi ]4 71 Irkhs 
for the year ended Sepmvber iO, 1970 


PS compared with Rs 9 9] lakhs foi the 
preceding year Hind Lamps Ltd, tn 
which cSe company has a 50 per cefit 
interest, earneo a gross profit of Rs 
51 93]Pkhsror 1970 as against Rs 47 30 
lakhs for the previt tis year 

CHARTERED BANK GROUP • 

The year 1970 was a successful year 
for the Chartered Bank Organisation 
Notwithstanding one or two political 
setbacks, the most important of which 
Was the natioriplisation of the Com¬ 
mercial Bank S A I in Iibvc* - the 
first loint I ibyan bank founded and in 
in which the Bank held 4Pper cent of 
the capital - the B<*nk by and large was 
able to derive full advantage of the 
steady conditions prevailing in most 
of the territories and ol the increasing 
world trade The stability of all maior 
currencies also enabled the Bank to 
give exchange cover to its large trading 
customers Moreover the bank has 
been assured by the Britisn govern¬ 
ment to renew the guarantees against 
the cilccts of devaluation for those 
countries of the sterling aica main¬ 
taining the greater portion of their 
overseas balances in London Another 
Significant development was that the 
Standard Bank Ltd was merged with the 
Bank during the yeai and it became 
effective from Januaiy 1, 1970 Plans 
arc now well advanced for scttii^ up 
a joint international division These 
observations were made by the Chair¬ 
man Mr William George Pullen, in 
his annual statement which is to be pre¬ 
sented the < nnual general meeting 
ol the Bank to be held on June 30, 
1971 

The consolidated balance sheet 
figures have agr in increased Jt stood 
at ilOlO million recording > rise of 175 
million over 1969 DcpuMi and other 
accounts increased by £60 million while 
advances and other accounts went up 
by £50 million In the Charteied Bank’s 
own accounts £4 4 million has been 
tianslerred from inner reserves to the 
reserve fund which now stands at £22 
million In the Group accounts, capital 
and consolidated published reserves 
together with the balance on piofits 
and loss ccount now total £34 2 
million an increase of £5 0 million 
over th conesponding figure for 1969 

I he dividends arc now payable to 
the Bank s parent Standard and 
Chartered Banking Gioup Ltd, whose 
first accounts to March 31, 1971 cover 
a period of 15 months In consequence 
dividends paid and proposed totalling 
£2 95 million which appear in the pro¬ 
fit and loss account exceed by £590,(KXl 
the amount which would be required 
on a 12 months’ basis To accommo¬ 
date the excess payment the Chattered 
Banks own transfer to reserve funds 
from published piofits has been reduced 



ftom £t ibillion iti f969 to £ 0.6 million 
< wfttiwire is a reduction in the carried 
foraw;iS balance on profit and loss 
account from £1 0 million to iO.9 
ipitlion. 

5^ED£SHI POLVTEX 

Swiidesbi Polytext ltd, which ha<t 
recently been granted a licence for the 
manufacture of nolycster fibre, has 
started work on the constiuction oP its 
factory at Qha/iahad. The plant will 
have a total annual capacity of 6J0C. 
tonnes. The estimated cost of the pro¬ 
ject IS placed at Rs 12.72 crorcs and 
It is being fioanced to a large extent by 
equity and , preference capital. The 
factory will be ready by February 1972 
and commercial production is expected 
to begin in early 1973. The plant will 
be the first of its kind to use the conti¬ 
nuous polymerisation and direct spinn¬ 
ing process which is far superior than 
the current “batch** process being used 
by Indian manufacturers. The new 
process will cut down manufacturing 
costs by 5 to 10 per cent and also 
maintain a consistent high quality in 
the end-product The company has 
entered into an agreement with VicRcrs 
Zimmer Ag, Frankfurt, West Ger¬ 
many, for the purchase of machinery, 
equipment and technical know-how. 
As there is a great demand in the count¬ 
ry for polyester fibre in view of its 
superior qualities, the sponsors of the 
project feel that even with increased 
production m the next few years de¬ 
mand in the country will outstrip sup¬ 
ply. 

RONEO VICKERS 

As the public issue of Ronco Vickers 
India Ltd was over-subscribed, the subs¬ 
cription list was closed on June 23, 
1971, the third day after opening of the 
list. The company oltercd for public 
subscription 200,000 equity shares of 
Rs 10 each at par. The public issue 
was fully underwritten 

TOMCO 

The Tata Oil Mill& Co. Ltd has re- 
•“•TTorted all-round improvement in its 
working results for the year ended 
March 31, 1971. Sales and other in¬ 
come moved up from Rs 39.47 crores 
to Rs 50.83 crores while gro.ss profit 
advanced from Rs 222.04 lakhs to R.s 
252 18 lakhs, registering an increase 
of Rs 30.14 lakhs over 1969-70. The 
directors have recommended an equity 
dividend of 18 per cent as againt 17 
per cent plus one per cent bonus divi¬ 
dend paid in the preceding year. The 
appropriations to all reserves have been 
enhanced. The allocation to deprecia¬ 
tion reserve was raised from Rs 60 50 
lakhs to Rs 82 lakhs, taxation reserve 
from Rs 70.50 lakhs to Rs 74 lakhs and 
the development rebate reserve from 
Rs 10 lakhs to Rs 12 80 lakhs. This 
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leaves net profit of Rs 83.38 lakhs as 
compared to Rs B1.04 lakhs in 1969-70. 

Sales of branded pjroducts outstrip* 
ped the previous year's record by 31.3 
per cent. Exports were also substantially 
tiighir at Rs 2.03 crores. Significant 
progress was also made in the export 
of flrozen shrimps which totalled Rs 
69 lakhs, recor^ng an increase of 32.5 
per cent. It is planned to extend seafood 
operations to Ratnagiri in Maharashtra 
and Madras in the south. The company 
has negotiated for the large scale regu¬ 
lar export of seafood in consumer packs 
bearing the brand name of manufac¬ 
turers in the USA. This will be done for 
the first time in India. The company's 
research department has developed a 
special process for utilising some of the 
jungle Oilseeds and inedible oils for use 
in soaps and recovery of glycerine, 
which is a very valuable byproduct for 
defence needs and exports. 

The company will participate in a 
joint venture with Messrs United Plan¬ 
tations Berhad in Malaysia for the 
manufacture of products, similar to 
its own, largely based on the utilisa¬ 
tion of palm oil. The approvals of the 
governments of India and Malaysia have 
been obtained. It is noteworthy that in 
this venture the country will receive 
royalties in free foreign exchange for 
supply of know-how for a period of 
seven years. 

BRITANNIA BISCUIT 

The heavy incidence of excise duty 
on biscuits and the closure of the Cal¬ 
cutta branch of the company for about 
two-and-a-half months have adversely 
affected the working of the Britannia 
Biscuit Company Ltd, during the year 
ended March 31,1971. As result of these 
set-backs the company’s sales declined 
to Rs 17.38 crores from Rs 17 85 crores 
in 1969-70. Further the continuous rise 
in the prices of vegetable fats, tins, 
packing materials, milk powder and 
transportation have made inroads 
into the company's profit margins, and 
consequently the profit before taxation 
declined from Rs 245 85 lakhs to Rs 
187 16 lakhs. Taxation absorbed Rs 
73 00 lakhs against Rs 150 00 lakhs in 
1969-70 while the allocation to develop¬ 
ment rebate reserve was reduced by 
1.75 lakhs to Rs 0.75 lakh. This leaves 
a surplus of Rs 113 41 laklis as com¬ 
pared to Rs 93 35 lakhs m the preced¬ 
ing year. Out of this, a sum of Rs 
102.78 lakhs was transferred to general 
reserve as against Rs 83.38 lakhsS in the 
previous year. The directors have de¬ 
clared a final dividend of 12 per cent 
which with the interim dividend makes 
a total of 16 per cent as against 22 per 
cent paid in the previous year. The 
latest distribution however is being 
made on an equity capital increased by 
the issue of bonus shares m the ratio 


mi 

of three shares for every five ahgxes 
held. The interimfdivideod of fbur per 
cent amounting to Ra 10.62 lakha was 
paid in Match 197L The Inal dividend 
of 12 per cent will claim Ra 3U87 lakhs 
and it will be paid out of the general 
reserve. 

The company has received a lettdr 
of intent for the manufacture of 
and canned seafoods. The project is 
predominantly export-oricgited. The 
company has also developed success¬ 
fully two high protein foods and it 
will be marketed under the brand names 
Provite and Probisk. This inieajd 

will be a significant step forward in the 
company’s efforts to meet the challenge 
of malnutrition in the country. 

REl^GTONRAND 

Remington Rand of India Ltd pro* 
poses to set up anew unit at Fapdabad 
for the manufacture of portable type¬ 
writers. It has recently obtained 
a letter of intent to produce 15,000 
portable typewriters per year. Although 
the company submitted its scheme for 
such typewriters quite some time back, 
it was held up as the govenunent could 
not take any decision on it. In view, 
however, of acute shortage and rapidly 
rising demand, the government has 
now permitted the company to go ahead 
with its scheme. 
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AN IDEA 
BECOMES 
A MONEY-SPINNER 



With wmy passing day, tha smalt 
industry ha runs is making phano- 
manai prograss; and it all startad 
with a proposition financially aidad 
by THE CHARTERED BANK 
ORGANISATION 

If you hava a profit* making Idas 
for starting or expanding a small 
scale industry or even if your pro¬ 
position concerns increasing sales, 
purchasing new machinery or a 
new plant but you tack finance, 
coma to us for assistance 

Provided your proposal is econo¬ 
mically sound, we will give you 
financial assistance oevised to suit 
your special needs which will help 
to turn your idea into a profit¬ 
earning project 

Come and discuss your plans with 
us in confidence We II be glad to 
advise you and explain our various 
assistance schemes. 
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•t the 74th Annual General 
held on Tneeday, 

•* 

Ltidtes and Gentlemtn 

I am pleased to welcome you all 
to tlic 74th Annual General Meeting 
ot the Company The Report and 
Accounts ol t he Company arc already 
in your hands and X hope you are fully 
satisfied with the results 

Fiitnre Prospects 

The Directors have awen details 
about the working ot the Company 
in their Report, hat 1 Would like to 
make a few observations on the future 
prospects of the Company The Textile 
Division of the Company experienced 
difficulty during the first half of the 
current year as a result of shortage and 
very high prices of cotton and an all¬ 
round increase m costs of which all 
are aware This is bound to afiect 
profits As regards Tyre Cord Division, 
the Government has asked the industry 
to cut prices and the demand tor tyre 
cord in the home maiket is also not 
satisfactory In view of this, it is 
feared profit in this Division too will 
suffer a setback As for Rayon Divi¬ 
sion, the jecommcndations of the 
Tariff Commission are beiim examined 
bv the Government and iPand when 
these arc implemented, they too will 
naturally affect the profits Although 
the working oJ all the divisions of the 
Company continues to be quite satis¬ 
factory, if the price cuts referred to 
above take place, then ihc profits ol this 
p^jiirrcnt year may possibly not attain 
the figuic Tcached during ihe year 
undti review 

Dlveviiification (4xpaiiwion 

1 he Textile Division ot the Company 
as I had mentioned last year, has 
cint^rked upon a programme of pro¬ 
gressive improvement and disersihca- 
tion of Its products It has lurther 
d^unng the year, developed some more 
sophisticated qualities which have 
been received well in the ma«'ket 
The progress in this direction is con¬ 
tinuing The quality of the Com¬ 
pany's rayon and tyre cord varn 
continues to be excellent and as you 
must have noticed m the Directors* 
Report, It IS being exported in increa¬ 
sing quaiftities to the most advanced 
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countries of the world 

As regards the Company sexpansion 
programme you will be happy to know 
that the Government has already given 
us a ^ carry-on-business'* licence in 
respect of our Cement Project on 
which work was already in progress 
It is expected that the Cement Factory 
Will go into production by the end of 
1972 We have two more applications 
for mc'jor industrial pr^ects with the 
Government-one for Pulp and the 
other for Seamless Pipes As the 
Oovernment is anxious to increase 
indigenous production and reduce de¬ 
pendence on imports, let us hope it 
will favourably consider these two 
applications also 

Happenings in Bangla Desh 

The unfortunate happenings in Ban¬ 
gla Desh have affected our economy. 
Millions and Millions ofrefugees from 
that region have been trekking to 
India and it has become a great bur¬ 
den for the country to feed and look 
alter them The merciless sms com¬ 
mitted by Pakistani rulers m Bangla 
Desh arc unparalleled m the history 
of mankind In recent history only 
Hitler committed crimes of (his magni¬ 
tude and the history tells what hjs 
fate had been 

Our Prime Minister, who cn|Oys the 
bai king of alt our countrymen hjs 
made a firm determination to send 
back the evacuees Although this is a 
very difficult task, but as we have seen 
she has succeeded in all the missions 
she has undertaken Now even the 
world opinion is veering round in 
India’s favour The powerful countries 
of the world should now apply pres¬ 
sure on Pakistan to take back the refu¬ 
gees and only after this happens, will 
peace dawn on both the countries It is 
not too late even now tor Pakistan to 
understand that it is in its interests to 
take back the refugees 

Stable and Strong Government 

For acceleiatjngthe piocess of deve¬ 
lopment and growth, we need to har¬ 
ness all the talent and skill m the 
country Fortunately, we have now a 
very stable and strong Government 
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With a thumping majority in Parlia¬ 
ment Our Prime Minister too is very 
popular, brave and fbrwBrd-looktng 
Let ub hope that the Government 
will now adopt a bold and courageous 
policy to stimulate savings and in¬ 
vestment for betting up new enter¬ 
prises and take all necessary steps to 
increase production To generate more 
savings prices must be held m check 
by augmenting the supply of consumer 
goods Population in the country is 
rising fast and unless production rises 
at a faster rate, there will be no im¬ 
provement in our living standard 

Large-scale Industries need to be en* 
coutaged 

The encouragement given by Govern¬ 
ment to small scale industries is quite 
understandable But small scale indus¬ 
tries alone cannot achieve the objec¬ 
tives of providing employment to mil¬ 
lions of our unemployed and of produc¬ 
ing consumer and other goods on the 
scale needed to fill the vacuum in the 
home market and also to create sur¬ 
pluses tor export Besides, exports can 
be stepped up only with mass produc¬ 
tion and With competitive prices and 
this can be possible only if the produc¬ 
tive units are fairly large and of econo¬ 
mic size of which the Government is 
fully aware The Government, there¬ 
fore, must also encourage the setting 
up of large-scale industries 

Before I conclude, 1 would like to 
express my warm and hearty thanbi 
to the workers, staff and croefa of 
the company fbe their hard and devo¬ 
ted work which enabled the company 
to show such exoeUent results 1 m>pe 
they will continue to work with toe 
same devotion and loyalty m futate 

Thank you 

N.B This does not purport to be a 
report of the proceeding* of 
the Annual Oenend Mailing* 
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Prumptly available all over India, dioesh jHjr 
•ndims felte put a sudden end to lay^s 
and downtimes in your production of ^ 

paper, pulp, board and allied Items. ^ /^P\ ^ 

With their greater durability and \ 

trouble tree operation, they In fact \dfl| 

speed up your production. 

On a par with imported felts in quality and finish, 
dineeh endlusa felts have better dimensional stabilit' 
excellent absorption and drainage properties. 
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Gentlemen 

1 am pleased to welcome all of you 
to this meeting - the twentyiifth 
Annual General Meeting ot the 
compan>—the Annual Geneial Mating 
falling in its Silver Jubilee Year 
Personally it has been a proud privilege 
and pleasure for me to be associate 
with the Company from its inception 

Before proceeding further 1 am 
sure you would like to )Otn me on 
recordins our appreciation of the valu¬ 
able guidance and direction your Com 
pany had received from the late Shn 
C S Loganathan who was a director 
on your Company -» Board since 1952 

Stable Central Government 

1 am happy that the recent Gencial 
Election has resulted m a Central Go 
vernmeot with an overwhelming majo¬ 
rity for one partv- the ruling party 
a government strong enough to imjpart 
purposeful direction and stability This 
by itself, IS a great relief and a great 
hope to industry and citiasens of our 
country 

The Economy 

Our economy continues to gather 
strengih But, whatever progress is 
achieved the same is neutralised by the 
tremendous rate of population-increase, 
and, to sustain a high level of activity, 
the jiBtionat economy has to be stren¬ 
gthened all across the line We have 
to see that production and productivity 
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Speech delivered by Shri AE. 
Ranuuiathan, Chairnuui, at the 
25th Annaal General Meeting 
held at Rayoaporam, Kerala, 
on June 29, 1971. 

ire increased at a faster rate all round 
and established capacity is fully utilis 
sed 1, therefore come back to the 
same fundamental point T had made in 
the past VIZ that Government policies 
should be designed to induce greater 
production and stimulate growth 

Fncoiiraging Results of 1970 

As you would have seen from the 
Directors Report & Accounts 1970 
has been yet another good vcai foi 
your Company The sales turnover 
has increased from Rs 7 62 crorcs in 
1969 to Rs 9 27 crores—recording a 
new high The gross profit has also 
recorded an increase to Rs 134 lakhs 
before providing depreciation of Rs 
38 19 lakhs ana bonus to employees 
of 14 50 lakhs The net profit too is 
higher at Rs 8] 33 lakhs (Rs 73 07 
in 1969), The net profit has not record¬ 
ed improvement proportionate to the 
increased turnover b^usc of higher 
raw material and labour costs, higher 
depreaation-provision, and the bene¬ 
fits of the new plants accruing only 
towards the year-end 

Disposiflott of Profits 
Out of the net profit, your Directors 


have pi ovided Rs 23 lakhs lor Deve¬ 
lopment Rebate Reserve and Rs 19 30 
lakh> for taxation The lower taxation 
provision is due to the benefit of deve¬ 
lopment rebate and higher ^preciat- 
lon on account of expansion The 
balance of Rs 38 76 lakhs has been 
transferred t o t be Genera I Reser ve The 
gratuity liability of the compt ny has 
been actmiially ^sccitaincd and pro¬ 
vided (Rs 31 72 lakhs) Having regard 
to the continuing expansion ind the 
need lor funds your Directors have 
thought It prudent to i ecommend main¬ 
tenance of the dividend tt 15 taxable 

which if approved by the G neral 
Body Will be paid out ot gentn 1 re 
serve \ou will be gU d to note that by 
such careful husbanding ol resources 
through the years, your Directors have 
raised the gross block from about Rs 
2 crores to close to Rs 10 crores and 
built-up reserves of a high ordcr- 
about 75% of the paid-up capital 

Pi eduction & Sales 

The upward trend in the production 
of both Rayon Yam end Cellulose 
Film has been sustained for another 
year in succession The Rayon pro¬ 
duction w^s higher than that of 1969 
by about By and that of Cellulose 
Film by about 17 5", The sales were 
also brisk resulting in a higher turn¬ 
over of Rs 9 27 crores The sales of 
rayon yarn, which were sluggish for a 
long time past, picked up towuds the 
(C(mtd ofipiige 40) 
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last quarter of 1970 

Raw Materials 

'the costs of almost all law mate¬ 
rials have continued to rise, as also the 
cost of labour, transport, freight, etc 
Temporary shortages of raw mate¬ 
rials had also occurred especially in 
regard to imported ones, on account 
of delays caused by various factors 
The cotton shortage has had its natu¬ 
ral impact on the cotton I inter supply 
position ^nd the cost of cotton linters 
- required lor the manufacture of our 
Cotton Linter pulp -shot up cxhorbi- 
tantly More and more items arc 
being routed through the State Tiading 
Corporation which involves the need 
to put up with delays and to avail, 
often bulk arrivals of more than nor 
mal slocks, lesuttig in higher invcn 
tory apart from lack of competitive 
market conditions and the benefits 
thereof 

Goverament Policies 

T am glad to find some liberalisation 
of licensing procedures -which is good 
so far as it goes 1 would like to add 
that there is vital need foi extending 
further this liberalisation The import 
policy has also some good features 
However ihc period under review wit 
nessed the emcigcnce ot some radical 
measures like the Monopolies and Res¬ 
trictive Trade Practices Act which 
may have impeding cflect on industrial 
progress 1 am inclined to agree with 
the widespread opinion that under 
present Indian conditions there is no 
monopoly or economic concentration 
as such and with such measures as the 
abolition of Managing Agencies m 
creasingly stringent provisions under 
the Companies Act credit regulations 
and the hkc there is actually not much 
need foi the MRTP Act which is having 
a dampening effeu on industrial devc 
lopment whereas wh u is needed to¬ 
day, on all accounts is the opposite of 
It ft will be a great loss to the country 
if, for ideological reasons we do not 
take c'dvantagc of the expertise the 
proven experience tlic i 'pital and the 
organising capaciiv oi the existing tn 
trepreneurial clask More recently we 


have had the nationalisation oi general 
insurance If the after effects of nation- 
ihsation of Banks is any guide, T only 
hope that the tendencies of detenorat- 
jon in service and indiscipline will not 
be allowed to manifest themselves 

The Central Budget 

In the Central Budget for 1971-72 
the Finance Minister has come down 
with a massive dose of taxation The 
removal of development rebate m 1974 
will have its impact on industrial 
growth No doubt, the various meas¬ 
ures m the Budget will have their 
financial impicl on your Company's 
working as in the case of others 
The impact is estimated around Rs 
12 lakhs per annum 

Expansion Schemes 

As >our directors have mentioned 
in their Report the commissioning of 
the new Cellulose Film Plant, in regard 
to which there was a long stale-mate 
tor want of labour co-opcration, was 
effected through an agreement The 
modification of the Moisturcproof 
Plant has been completed ‘Vour 
Company is now equipped to do 
copolymer (s«iran)coaling on Cellulose 
Film 

The Government of India has been 
approached lor expansion ot the rayon 
capacity bv 5 tonnes/day ind for an 
industrial licence for expanding the 
Cellulose film capicity by 10 tonnes/ 
d ly 

f or financing the expansion i scheme 
to merge the Indian Overseas Bank 
limited with your Company thereby 
ensuring finance to the extent of Rs 
250 laks has been approved by your 
Board of Directors and that of lOB 
Ltd on mutaHy advantageous terms 
For every share of the lOB Ltd we 
will issue 7 liayons shires of Rs 10/ 
each and ont Debenture of Rs 100 
We will be coming to you with full 
details m due course to j>cek your ap¬ 
proval b'^forc finalisation ol the scheme 
This proposal is particularly advanta¬ 
geous u >our C ompany, now in view 


of the numerous ciedit rpHruptioiiji^ 
Silver Jubilee 

Twentyfive yeaT$ ago, Indm’s Mao* 
made fibre industry was born at Rayoii- 
puram, Kerala Travancore •Rayons 
are proud to be the pioneers m this 
field To mark the Silver Jubilee, news¬ 
paper supplements will be brought out 
throughout the country and an op^- 
air theatre-cum-stadium is being built 
at Perambavoor—a long felt need of 
this place which was once a hamlet 
On this happy occasion, 1 have pleasure 
in joining your directors in wishing the 
best to you all, to the Trayoijs’ emp¬ 
loyees, to the Government of Kerala 
and India and to the Company’s Bonk¬ 
ers, and others closely or remotely 
connected with Trayons 

Exports 

Yoyr f ompanv has also made fur¬ 
ther proures m the export of Cellu¬ 
lose } ilm The film is going to coun¬ 
tries in South East Asia, Middle East, 
Africa and New Zealand 

I abour Relatfoos 

The relations with labour dunng tlie 
year except for starting the new Cellu¬ 
lose Film unit have been satisfactoiy 
Tripartite discussions are going on for 
renewing the long-teim agreement I 
look forward to full co-operation from 
labour so that the full benefits of the 
expansion could be reaped and produc¬ 
tivity maximised, to mutual advantage 
In this connection, it is encouraging to 
note the dialogue in New Delhi bet¬ 
ween the Prime Minister and the Union 
Labour Minister on the one side and 
the leaders of the trade unions on the 
other Particularly, the idea of creation 
of a common bargaining agency for 
multiple unions thereby ehmmating 
problems of mter-union rivalries, and 
the stress that higher rew^ds should be 
Jinked to productivity, are hopefhl 
signs of realism -which alone can really 
I akc lor better life for the umrling 
class and prosperity of the country 

Note This does not purport to be a 
report of the proceedings of 
the Annual OenergI Meeting 
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iMtltl^TlILlAL PHODVCTIOK which had 

aviffered a major setback during 1966 
and 1967 began to recover in 1968 
The progress of recovery continued 
with accelerated strength during 1969 
There was i^marked increase In the out¬ 
put of most mdultne^ m 1969 which 
included consumer goods industries 
such as food manufacturing, sugar* 
flourinillmg. paper and paper board, 
rizor blades, humcane lanterns and 
radio receivers, mtermedate products 
like chemicals and chemical products, 
insulators, and cement, non-electncal 
machinery and equipment such as 
tractors, diesel engines, machine tools, 
powet-driven pumps, ball-bearings, 
sugar thill macninery and cement mill 
machinery electrical machinery and 
equipment such as electric motois, 
dry batteries and storage batteries, and 
transport equipments such as motor¬ 
cycles, scooters and three wheelers 
The gains, in these sectors Were how¬ 
ever, moderated to a certain cxent by a 
decline in the output of mill-made 
cotton cloth and a much steeper dec¬ 
line in the output ot jutc manufac¬ 
tures The increase m industrial out¬ 
put was reflected in the Index of Indus¬ 
trial Production (1960- 100) which 
recoided an increase of 7 1 per cent 
over the previous year The rate of 
increase Was slightly higher th^n the 
increase of 6 4 per cent registered m 

1968 and was m sharp contrast to the 
decline m 1966 and 1967 

Slight Decline 

For the year 1970 the growth latc 
appears to have to some extent declined 
the index of industrial production foi 
fjie first ten months (Januaiy-Octobei 
showing an increase of only 5 per ctnt 
and IS expected to be about 6 per cent 
for the year as a whole Although the 
official index is not available for the 
period after October, 1970, output data 
for a large area of industries are 
available for the full year 1970 
These figures indicate manufacturing 
industries on the whole recorded 
substantial increases in output 
during this period Although cotton 
textiles, in contrast to 1969, recorded an 
increase, the rate of increase was very 
moderate. Jute manutactuies which had 
suffered a serious iLxlinc m output m 

1969 as a result of shortage of raw 
jute, staged a «hat}> recovery Chemical 
products such nitrogenous fertilizers, 
caustic soda, sOda ash, Ixqmi chlorine, 
staple fibre, polyester fibre, petroleum 
renneiry products indudiug naphtha 

industries showed a continued 


and rapid giowth The production of 
aluminium continued to increase While 
there was a substantial increase m the 
output of several items of industrial 
and electrical machinery, and m parti¬ 
cular, the output of electric motors, 
power transformers, non-copper cables 
and conductors, many of the items of 
transport equipment also regtstereU 
fairly significant increases 

One of the important factors whu h 
led to the decline in the rale of growth 
of industrial output during 1970 was 
the shottage ot steel and of pig iron 
Apart fiom the direct cflTect the varia¬ 
tions in steel output have on the overall 
growth latc its indirect effect through 
Its impact on steel based industries is 
also quite substantial Industiial unrest 
m ceitain areas of fho country also 
contributed to a decline in the out¬ 
put of some industries There were 
certain Industrie*^ ^uch «s stationaiy 
diesel engines and power driven pumps 
which suffered a setback twing to a 
fall in demand and accumulation of 
stocks 

Some Doing Well 

Although there was some decline 
in the overall growth rate, it is impor 
tant to note that several industries re¬ 
corded significant increases m output 
This IS in part due to the lad that m 
several industries such as cement, pa¬ 
per automobile tyres storage batteries 
clcctnc lamps, radio receivers, soda ash 
artificial fibres and aluminium the 
rate of utilisation of capacity was quite 
high 

The drive for import substitution in 
the various sectors of industry conti¬ 
nued to be pursued vigorously during 
the year The High Level Committee 
on Import Substitution wh ch was set 
up during the year 1969 to lake stock 
of the work done in this held and 
to give directions for the future pro¬ 
gramme of work held two meetings 
during the year 

The DGfD undcitook a further 
review of the efforts put in, in the field 
of import substitution during the year 
1968-69 As a result of this review it 
was found that while estimated saving 
m foreign exchange in 1967 as a direct 
result of import substitution measure 
was Rs 35 trores, the savings in the r<v 
reign exchange during the year 1968 
and 1969 has been estimated at Rs 
75 crores per year, taking into account 
the increase in production in certain 


selected ttidustriei and also reduction 
in foreign exchange expenditure on 
production 

With a view to achieving the twin* 
ob|ec ives of reducing imports to the 
barest minimum possible and of achiev¬ 
ing maximum utilisation of indigenous 
capacity, it has also been re-emphasis- 
cd on all the authorities concerned 
that they should plan their requirement 
of capital equipment etc suffltientl\ 
in advance and also to consult the 
DOTD at the very initial stages of 
then protects i before express or ini* 
plied commitments are entered into 
with toicign paitics in respect of equip¬ 
ment or stoies which could .ibc supped 
from indigenous sources 

Materials Plaiming 

The Mateiials Planning Cell prepared 
studies m respect of the following non- 
ferrous metals during the year 1970- 
71 - 

(1) Sulphur 

(2) Rock-phosphate 

(3) Tungsten 

(4) Copper 

Data for rcmainm ^ items viz ferro- 
molybdenum special steels mneurv 
and rubbei is being collected from va¬ 
rious sources vjz the offi'e ol the 
C hjef ConiTOller of Imports and Ex¬ 
ports the Mineral and Metals Trading 
Corporation, the Diiectorate Geneial 
of Icchntcal Development and other 
concerned organisations These studies 
aie expected to be completed shortly 

The Materials Planning Cell had 
been set up with a view to attending to 
certain tasks in so far as industrial raw 
materials cspeciallv scaicc raw materi¬ 
als arc concerned With thib end in 
View and to have better co-oidination 
with other concerned ministries/de 
parlmcnts a meeting was held dunn; 
the year undti review to discuss the 
pattern of (o-ordination of the Ma- 
tctials Planning Cell of this ministry 
wlh othci departments and organi- 
snioiis It was the general view that« 
the Matt rials Planning Cell could func¬ 
tion useiudy as a data bank for other 
government departments as well as 
lor agencicb like the State Trading C or- 
poration and the Mineral and Metals 
Trading Corporation which were im- 
poiting raw materials on a large scale 
With Its picsem limited personnel rc- 
souiccs It was felt that the Materials 
planning Cell should act purely as a 
servicing agency for the various go¬ 
vernment departments and corpora¬ 
tions till such time as it could b6 
strengthened to meet other needs 

The question ol setting up a Mate¬ 
rials Planning and Allocation Boatd* 
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<srrvi<ta|ci1 m 19/i7 by the Com- 
mutee of CcotiomK* Secretaries is also 
unde« the active consideration of this 
ministry 

* Undei the Industries (IXvclopment 
and Rtf^gulation) Act« 1951 appli¬ 
cations were received diuing the scar 
1970*as agamt 1420 iccciscd in 1969 
1 he number o( licences issued under lht 
Industries Am during this yeai is 
as compared to 221 giantcd during the 
voar 1969 The addition o( these 
licences, 421 letters o( intent WMe 
issued during 1970 as aennst 1*^1 
tsfued in 1969 

r 

Foreign CoHaboration 

The polity of the government of 
India m respect of foreign investment 
and collaboration continues to be the 
same is indicated in the last report 
Within the broad policy iramework 
It was decided, during the year under 
report to consider applications lor fo¬ 
reign collaboration from the small 
scale scctoi, as favourably as possible 
in order to give a fillip to that sector 
particularly m the matter of improving 
the quality o) the products During 
the year two press notes were issued 
s under 

(a) On July 20 1970 a press note 

was issued with an illustrative list 
of 121 industries, whcic significant 
technological gaps exist and where 
theic could he scope for foreign colla¬ 
boration, with a view to enabhng the 
cntrepicncurs to take investment deci¬ 
sions end plan their future activities 

(b> larlier on May 30 1970 

the government issued a press note 
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calling upon all the Indian companies 
having running foreign collaboration 
agreements, to submit returns annually, 
in a prescribed proforma, until the ex¬ 
piry of the collaboration agreement, in 
order to facilitate mamtenance and 
utilisation of satisfies 

The Foreign InvcstrocrttBoard which 
is lespoQsihlc for all matters relating 
to foreign private investment and colla- 
boialion completed two years of its 
existence m December, 1970 During 
the ycai 1970 429 applications for 
foroigi collaboration or investment 
wire received in the sccretaiut of the 
Bond as against 322 applications re* 
ceivcd during the year 1969 Approvals 
were accorded m 181 cases in the year 
1970 as agiinsi 115 cases during the 
year 1969 

Capital Goods * 

Duiing April 1 1970 to December 
11 1970 the total capital goods ap¬ 
provals accorded by the C apital Goods 
(Mam) Committee Capital Goods 
(Ad hoc) Committee and Capital 
Goods Committee on Export Oriented 
Industries were as under 


Value 

approved 


(Rs lakhs) 

Capital Goods (Mam) Com¬ 
mittee 4781 63 

Capital Goods (Ad hoc) 

Commit let 839 05 

Capital Goods Committee 
on Fxporl Oriented Indus¬ 
tries 326 91 


The mdustty wise break-up of ap- 


ivm (^1 

provals accorded by tbttba|^tal Ooodto 
(Main) Committee is as Ibllows, 


»* 

Industiy 

Vahie 

approved 

Automobiles ^ u 

(Rslakha) 

452 43 

Electricals 

574 55 

Engineering 

500 31 

Iron and Steel 

284 29 

Metals (other than Iron and 

"341 22 

Steel) 

Cement, Ceramics & Re¬ 
fractories 

43 48 

Rubber 

25 83 

Chemicals 

1424 19 

Paper & Paper Board and 
Pulp 

125 04 

Textiles (non-cotton) 

507 54 

Miscellaneous 

502 35 

Total 

4781 63 


Production in the Organised Sector 

While the units in the small-scale 
sector are looked after by State Direc¬ 
tors of Industries, those m the large and 
medium-scale sectors are register^ with 
the Directorate General of Technical 
Development Figures given in the tabic 
below relate to the units in the organised 
sector 


PRODUCriON Ol INDUS FRIES IN 1969 AND 1970 


SI Name of the liidustiv 
No 

Auiiunl 

mg 


1969 



1970 


Remarks 

No 

Instilkd 

Actual 

No 

Installed 

Actual 


unit 

of 

capacilN 

production 

of 

capacity 

pioductian 




units 



units 



1 2 

1 

4 

s 

6 

7 

8 

9 • 

10 



INDUSTRIAL MACHlNlR^ 




1 Sugai Mil* Machimiv 

2 Cement Mill M ilIii 

Rs 1 iKIis 

16 

2100 00 

1242 00 

16 

2100 00 

1376 29 


nery 


10 

2100 00 

980 00 

10 

2300 00 

899 20 


3 Boilers (fndiuinil 






and Pouwv) 

, 

11 

900 00 

^148 00 

14 

1150 00 

3045.20 





plus I 1 



plus 1 3 



4 Con'LVtus Si ys igon 



MK,NV 



MKW 



TlppIcl^ 


18 

8(4 00 

6^0 00 

16 

864 00 

713 60 


5 Dnlling^rquipintnt 

6 R diiLtioii O 11 ^ (tit 


10 

1(H) Ou 

170 OU 

to 

300 00 

175 00 

• 

eluding M miu O ts) 


13 

400 00 

•>61 00 

11 

400 00 

400 00 





plus \r G 



plus M G 





1'()() Nos 



1300 Nos 




(CoHtdy 




BASIERN BCQNOMiSt 

BROOUCnoN OP INOVsnUSS in imp n« mo (Omti) 


2P.iWi, 


1 

•WUf 

2 ^ 3 

4 

5 

6 

7 

8 

9 

7 

L P Oas Cylinders 
(including Values and 







« 

Regulatorti) Rs laKhs 

6 

241 00 

407 00 

6 

245 00 

410 00 

.8 

Printing Machinery 

5 

48 00 

24 00 

5 

86 00 

10 00 

9 

Peeticidc Equipment 







10 

Agrl sprayers and 
dustei;y 

3 

725 

203 

4 

725 

205 

Dairy Machihery , 

3 

257 

132 

3 

257 

■>40 

11 

Abestos Cement 

Pioduct Plants , 

1 

280 

52 

1 

280 

56 

41 

n 

Industrial hiteiation 
equipments including 
centrifuges 

5 

190 

J52 

5 

201 

203 

Industrial Screens 

6 

2J2 

81 

6 

226 

85 

14 

Eleciroplatii g bquip 
ment 

2 

40 

41 

2 

41 

44 

15 

heed Mill Plants 
(/r) food processing 

I 

22 75 

24 

2 

22 75 

13 

* 

maihincrv in 

«eluding bottling 








machines 

6 

74 

23 

7 

74 

25 

16 

Rubber Machmciy 

2 

58 

22 

2 

58 

18 

17 

Coil Winding Tm 
piegaatmg & Coating 







■ 

Planis 

1 

25 

24 

I 

25 

29 

18 

Oil & Gas hiring 

Equipments 

5 

97 

50 

5 

97 

BO 

19 

Industrial Dry Clean¬ 
ing & Ls undry Mac 
hinery 

J 

80 

53 

1 

80 

32 

20 

Ceraniics Machmciy 

1 

10 

6 

1 

10 

6 

21 

Paint & Varnish Ma 
chineo including 








High Temp Liquid/ 
or Vapour Phase heal 








generators 

5 

28 

11 

5 

41 

20 

22 

Metallurgical Machi 
ntry 

13 


223 08 

14 


491 58 

2^ 

Building & C onstrut 
lion Machinerj 

17 

5^7 00 

102 73 

17 

547 76 

139 80 

24 

Bread Plant and Bread 
maLinir M ichincf> 

J 

12 

0 33 

1 

12 00 

5 31 

25 

Rayon Michinci> 



91 17 

4 


103 02 

26 WtighiiiQ M 4 i hmciy 

4 

388 

165 17 

4 

450 

220 

27 

Tt X Machinery 

6 

200 

178 35 

6 

230 

140 

28 

lobacco Mxthincry 

1 

36 

16 03 

1 

36 

36 

29 

Leather Machinery 

I 

82 

35 21 

1 

95 

28 

10 

Rkc Dal & Hour 

Mill Machinery 

•s 

30 

50 42 

2 

30 

13 

'll 

Oil Mill Machinery 

9 

50 

50 57 

9 

J27 

100 

^12 

Industrial l>pc Mo 
dern Rice Mill Machi 








ncry 

2 

982 

13 03 

2 

982 

200 


Paper & Pulp Machi¬ 
nery 

12 

445 00 

330 00 

n 

606 00 

494 00 

14 

35 

Chemical ^ Phaima 
ceutical Machinen^ 

Coal Mining & Coal 

49 

1335 00 

963 00 

1331 00 

155 00 

53 

1834 00 

1600 00 

200 00 

Wa^hery . 

9 

9 

963 00 

36 

Steel Plant Equipment „ 

2 

Sepal ate ca¬ 

1011 00 

2 

Separate ca 

1500 00 



pacity of 



pacity of 





steel plant is 



steel plant is 





not available 



not available 




¥ 

‘T 


eastern ECOWOMIST 


Group 1*A 

\ Machine Toi>ls 

Giuup 1 B 

2 Machine Tool Access 

i»nes 

^ Woodworking Ma¬ 
chines 

4 Portable lools 

5 Other Metal I omi 
ing Machines 

6 Plastic >y 01 king Ma 
chines 

Groups 1 C 

7 } urnaccs 

K Gas Welding & C ut 
ting Equipment 
M ricciuc Welding Mt 
chines 

10 Othei (Rc-rollmg 
Mills etc ) 

11 Grinding Wheels , 

12 C oaied Abrasives 
n Steel hiles 

14 I wist Drills 

15 Reamers 

16 Threading tools 

17 Milling ( uticrs 

18 Bandsaw Blades (W) 

19 BandsuW Blades (M) 

20 Hacksaw Blades 

21 Ti ngsten Cdrbides(s) 

22 Lathe lools (Tool 
Bits) 

2^1 Diamond Drill Bits 

24 Tungsten Carbide 
Tipped lools 

25 Broaches 

26 Measuring Tapes 

27 Industrial Machine 
Knives 

28 foigcdHand lools 


3 


Rs lakhs 


Rs lakhs 


1 


11 


Hi 


iutomobiU 4 
(ri) (onimeicidl Ve¬ 
hicles 
{h) Curs 
(0 leeps 

Motor Cycles Scoot 
trs T Whccicis 
Mopeds & Scootcrcltc 
Nozzles 
Nozzle Holdtis 
Elements 
Delivers Valves 
Single C vlindtr Pumps 
Multi C \lindcr Pumps 
I liter (Oil Air 1 uel) 
Filter Insciis 
Ihin Walled Btaiings 
Radiators 
D>namos 
Starter Motors 
Electru Morns 
Dash Boaid Instru 
ments (lac) 

Gaskets 

u/hAalL A Rims 


SI Ml 

4 

5 

6 

7 

8 



TOOLS & ABRASIVLS 





5757 00 

2168 56 

76 

6S00 00 

2874 75 

14 

119 00 

103 43 

16 

140 00 

171 10 

4 

7 

15 00 

265 00 

9 22 

150 5? 

4 

7 

15 00 
115 00 

9 52i 
253 50 

5 

160 00 

82 86 

6 

200 00 

98 00 

3 

182 00 

128 76 

3 

281 00 

241 12 

14 

650 00 

32^ 78 

14 

650 00 

150 00 

3 

190 00 

76 21 

3 

100 00 

78 29 

2 

70 00 

67 54 

2 

70 00 

66 05 


Kgs 

4 

Reams 

3 

Ih Nos 

6 

7 

Nos ‘ 

14 


10 


16 

RM 

5 

4 

Ih Nos 

5 

Kgs 

5 

Nos 

10 


07 00 
4040000 
272000 
lOlOO 
10060 
298000 
2807000 
420000 
1205000 
1135000 
41000 00 
146000 

100I(K)0 

45000 

926000 

2400 

3003000 


5 

9 


56 36 
4576800 
156008 
12872 3 
3895 ^ 
207874 
204646 
293248 
735339 
1065266 
25782 2 
119351 

S3796I 
16404 

558901 

2849 

1774570 

1523^3 


4 

4 

3 
6 
7 
14 
10 
16 

5 

4 

5 

4 

10 

5 

6 
I 

T 


7()00(K) 

364 40 ^ 

AlirOMOBIll AND ANCILI ARUS 


Jim UK* 


IQ 


97 00 
5940000 
272000 
10100 
100 60 
208000 
2807000 
420000 
1205000 
1135000 
41000 00 
170000 

1001000 
45000 

726000 

2400 

3003000 

700000 
364 40 


3 

4 

1 

5 
4 

3 

6 

4 
4 
6 

2 
3 
•) 


W, 641 
6 111621 
14 11612 
11 16 0«7 
192 MIS 
61 176 
164 81‘i 
11 85 934 
80 M) 986 
1 12 749 
1 22429 

1 noil 

208 214 


5 87 00 547 
6 33,891 


1 

1 

4 
1 
1 

1 

5 
4 
1 
7 
4 
4 

6 

2 
3 


140 12 
5991386 
I53S4I 
12662 « 
10132 5 

\mn 

2523860 
101587 
870459 
1173507 
19691 2 
15452 

783701 

18257 

TWilf> 

3608 

1472960 

166667 
594 77 


N »s 

Nos 

Nos 

7 

3 

1 

62 500 

19 500 

10 000 

15 161 

15 264 

7 817 

7 

3 

1 

62 500 

39 500 

10 000 

40.594 
15 879 
9.134 

Nos 

8 

1 04 500 

99 862 

8 

1 04 500 

1 17.206 


21 02,985 
6 40 221 

22 15 045 

20,00 000 

3 06 713 
67,824 
5,26,250 
10,15,707 
1 . 00,00 000 
1,46,229 
1.18,175 
1,37,300 
2 39 978 

12,96,609 

490,46.217 

6.29,631 





45. ^ 


PKOmcmn Up ^USTSUSS in 19f» AND19W (C0ifi«ll) 


iiii. 


1 '.'2,' ■ 

3 

4 5 6 

7 8 

9 10 

. fingine Valves 

Nos. 

4 

38,54,463 

4 

• 5343,532 

. , Oil Seids 


?■ ■ V : 


' 7 ' 

1,2449,725 

Pifton Rings 


3 , , 

2.04,67,666 

3 

2,25,00.000 

Pbtons 


4 

21,774154 

4 

23s00,000 

Cylinder Liners 


3 

2,68,009 

3 

2 , 75,000 

Shock Absorbers .. 


6 

11.97448 

6 

1 1,63,169 

. Clutch Nscings. 

M. Tons 

3 

1,63,251 

3 

228 746 

Brake Aasembly 

Nos. 

2 

UV53 

3 

1,05,957 

Brake Linings 

M. Tons 

5 

1983.877 

5 

2434.902 

Spark Pings. .. 

% Taxi Meters 

Nos. 

2 

1 

24.59,908 

845 

2 

9,02,406 

772 

Tie Rod Ends 

Vs 

2 

5.57,955 

2 

6,24,660 

Projtoller Shafts 

ss 

1 

66,324 

1 

74,864 

Fly Wheel Ring Gears 

SI 

1 

8.459 

1 

82,813 

Carburettors 

tf 

3 

33.004 

3 

43,289 

Wiper Motors 

si 

3 

86,425 

3 

1.02,883 

Wiper Arms & Blades 

Jl 

1 

4.28,520 

1 

6.53,682 


LIGHT ELECTRICAL INDUSTRIES 


1 *QLS Lamps 

# 

Nos 

10 

77.35 

M Nos 

90332105 

11 

83,35 

M Nos 

102776560 

2 Fluorescent Tubes .. 

Nos 

7 

8.20 

M Nos 

10237165 

7 

8.20 
M. No. 

10640754 

3. Miniature Lamps 

‘ Nos. 

6 

30.80 
M. Nos. 

35114298 

7 

33.80 
M. Nos. 

39251736 

4. ]^[ectric*Fans 

Nos. 

16 

181S600 

1554499 

16 

1815600 

1623984 

5. Storage Batteries 

Nos. 

6 

948000 

1156748 

7 

1068000 

1142760 S 

6. Drv Batteries 

Nos. 

6 

469000000 

476634323 

6 

469000000 

B 

481065508 

7. Domestic Refrigerators Nos. 

8, Room Air Conditioners Nos. 

6 

36800 

4862S 

6 

36800 

62908 

7 

28280 

12892 

7 

28280 

20036 

9. Electrical Wiring Ac- _ 

cessories 

Nos. 

4 

7228000 

2079947 

5 

9244000 

5841SS6 

10. Brass lamp Holders 

Nos. 

4 

2219000 

564984 

4 

2219000 

612000 

11. Industrial Air Condi¬ 
tioning and Refrigc- ^^ 

ration Eauipment 

Rs lakhs 

19 

— 

564.60 

19 

. 

844 38 

12. Industrial Cooling Tower Rs lakhs 

3 

— 

144.80 

3 


137.86 1 


HEAVY ELECTRICAL INDUSTRIES 


demand. 


1. Electric Motors 

2. Transformers 

3. Motor Starters 

4. Electrical Steel Sheets 

5. Switcligcar,* Control 
Oear (excluding Mo¬ 
tor Starters) 


HP 

20 

2568960 

2076009 

20 

2568960 

3194046 

KVA 

21 

S99S000 

5042228 

23 

6265000 

7518359 

Nos. 

11 

377764 

456434 

11 

377764 

516124 

M. Tons 

1 

18000 

30429 

1 

18000 

31040 

R.s lakhs 

24 


2306 7« 

35 


2964.10 1 


Cables & Wires 

6. Vm A PVC Cables 

7. ACSR *AAC 

8. (a) * Enan^ciled Wires 
(b) Paper Cotton co¬ 
vered wires A Strips 

Q/(o) Fbper Insulated 
PdWer Cables 


Phis includes 
the value of 
Motor Starteia 
A number of^ 
items are inc¬ 
luded Under this 
category for 
which licensed 
capacities are 
not available in 
terms of value 


KM 

25 

8071411 

371708 

26 

814232 

430324 

M. Tons 

30 

94830 

59541 

33 

97830 

64954 

M. Tons 

25 

2S448 

14585 

29 

27308 

16904 

i 

KM 

7 

8360 

2276 

7 

8360 

2298 

^ w 

10 

13«92 

. 11360 

10 

13692 

13464 












EASTERN BCX>NOMiST 

PRODUCTION OF INDUSTRIES IN IMF AND 1970 

3 ~ 


• 9 ^ 


1 Steel Castings M T 

2 Cl Spun Pipes 

3 SG Iron Castings 

4 Malleable Iron Castings 

5 Cl Castings including 
Alloy Iron 

6 Cl/Steel Shots & 

Grits 


1 Industiial Process A 
Controlling Instru- 
snents 

2 Scientihe Survey^ 
Optical Instruments 
A Matjicmatical Ins¬ 
truments 

3 Water Meters 

4 X-Ray & Electro- 
Medical Equipment 

5 Medical A Surgical 
Instruments and Lqu- 
ipments 

6 Photographic Sc 
Photo Copy Industry 


7 House Service Meters 
Industry 

8 Electrical Measuiing 
Instruments 


] Light Sc Medium & 
Heavy Structurals 

2 Cranes (other than 
Mobile, Trawler 
mounted) 

3 Black Sc Galvanised 
Steel Pipes forWatci 
Structurals etc 


^ ERW lubes lor Bi 
cycles Transformers 
etc 

5 Seamless Sitel Tubes 

6 Wire Ropes 

7 Bright Bars 

8 Tfansmission Towers 

9 elding I Icclrodcs 


Rs lakhs 


Nos 


Rs lakhs 


Lakh Nos 
Rs lakhs 

M Ions 


10 Wagon 

11 lilts 


12 Penstock 

13 Large dia Pipes 

14 Tubular Structurals A 
Pipe manipulation 

15 Slotted Angle and cold 
fmruped sections 


M Tons 


Million 

RM 

Nos 


M Tons 


i 

5 

6 

7 

8 

9 . 

HMVY 

ENGINEERING INDISTRIES 


43 

l^/)00 

47,110 

43 

1,29,000 

44,914 

8 

4,38,3«> 

1,32,129 

8 

4,38.360 

1,65/M2 

13 

8,808 

1,334 

13 

8,808 

1,500 

14 

22 260 

13.837 

14 

22480 

IjOOO 

95 

384 SOO 

1,75,000 

95 

3,84,500 

1 ,68,000 

4 

8 640 

3,457 

4 

8,640 

3 500 


INSTRUMENTS 




9 

1292 00 

323 02 

9 

1292 00 

575 00 

12 

^75 00 

242 59 

12 

375 00 

318 00 

6 

3 5 

1 25 

6 

3 5 

] 42 


(lakhs) 



(lakhs) 


5 

255 00 

121 44 

5 

255 00 

223 00 

7 

300 00 

76 18 

7 

300 00 

126 8 

2 

•88,000 

26 00 

2 

•88.000 

1 30 


plus 



plus 



Rs 10 00 



RslO 00 

Rs 3 00 


(lakhs) 



(lakhs) 

(lakhs) 

15 

SP 15 83 

SP 15 78 

8 

SP 15 83 

SP 16 27 


PP3 22 

PP2 34 


PP3 22 

PP4 3 

8 

2 M) 00 

146 68 

8 

250 00 

210 00 

HEAVY 

MECHANICAL INDUSTRIES 



86 

3 60 lakhs 

0 90 lakhs 

88 

3 63 lakhs 

1 IS lakhs 

24 

24 700 

5 705 

27 

37,000 

6,000 

12 

4 71,460 

2,99,273 

14 


2.10 UOO 

6 

44 400 

25 998 

7 


34,000 

1 

10 000 

24,429 

1 

39,600 

32,000 

9 

36 240 

18,191 

9 

36,240 

18 700 

9 

57,500 

44,292 

9 

57,500 

47,000 

14 

93 100 

52.727 

14 

93,100 

60,000 

20 

4 61 000 

260000 

20 

4,97,000 

315 

16 

30 409 

12 300 

16 

31059 

12,500 

4 

670 

523 

4 

o70 

450 

4 

24000 

* s3i3 

4 

24,000 

6,300 

6 

14 325 

6 400 

6 

14325 

8,000 

2 

3,000 

2 249 

2 

3 000 

3,600 

4 

9 900 

2 890 

5 

12,300 

4,500 



cameras 


phase 


shoi 


of 


Pall due to 
laek of de¬ 
mand 


(To hetmUnml) 




EASTERN BCX>NOM)ST 


June 


m 6WAU0B BATON SUK MF6. (WTG.^ CO, 'm 

(Pulp Division) 

•? 

Birlakootam^Mavoor’^ Kozhikode 


saves 


enormous foreign exchange for National Development 


manufacturing Rayon.grade Dissolving Pulp out of 
bamboo, eucalyptus and wood 


Regd, Office : 

BIRLAGRAM, NAGDA (M. P.) 


. Gram : ‘WOODPULP’, Calicut. 


Phone: 8071*74 











